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1 Introduction

High unemployment rates, the falling availability of public trans-
portation, the shrinking quality of locally available education, local
shops going out of business, the closing down of post offices, schools
or kindergartens, and selective out-migration are all manifestations
of peripheralisation, which particularly affect rural communities in
Central and Eastern Europe (CEE). Rural settlements across CEE often
struggle to find a development path that allows them to reverse these
dynamics. In some cases, village-based initiatives aiming to counter-
act peripheralisation emerge from these settlements. This chapter looks
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into two examples of such initiatives from Hungary and Romania. In
each case, the projects were initiated and managed by the local authori-
ties—local mayors.

While developed by local authorities, we still consider these pro-
jects as community-owned. We acknowledge that they might not com-
ply entirely with the definition of a community-owned project in the
end. However, given the CEE context, these initiatives dominate the
landscape of local development projects and are the closest examples
to a community-owned project one can find. Both the Hungarian and
Romanian case emerged in areas where development policies failed to
reverse processes of peripheralisation. Villages undergoing peripheralisa-
tion lose those inhabitants who could become drivers of community-
based local development. On the other hand, local civil society is
decreasingly involved in publicly funded, local development projects.
For this reason, it is understandable why mayor-led projects dominate
the landscape of local development in CEE. The question might rise
though whether mayor-led development projects are capable of enabling
locals to participate and actively shape local development projects. Our
research looks closely into that since local participation is an integral
part of locally driven development.

This research presents the development of community-owned
projects from CEE and should be considered as complementary to the
abundance of studies on community-owned initiatives from Western
Europe (Hanley and Nevin 1999; ADAS Consulting 2003; Walker
and Devine-Wright 2008; Hargreaves et al. 2013; Seyfang et al. 2013;
Becker etal. 2017). It is therefore imperative to consider the develop-
ments from CEE in their own context, applying only to a certain degree
the terminology and conceptualisations developed for similar studies
in Western Europe.

M. Mihily
Centre for Economic and Regional Studies, Hungarian Academy of
Sciences (CERS-HAS), Leipzig, Germany

M. Mihaly
Centre for Economic and Regional Studies, University of Leipzig,
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Studying a Hungarian social and solidarity economy (SSE) initiative
and a Romanian community-owned renewable energy project (REP),
we are primarily interested in the following questions:

e What is the capacity of local initiatives to change the peripheralisa-
tion dynamics by enriching the capabilities of local actors to innovate
and acquire broader economic and political power?

o To what extent do mayor-led, local development projects foster local
participation?

e What can be improved or changed within the existing policy
approach towards the development of community involvement in
the process of local development, thus increasing the efliciency of
development policy?

While formulated separately, all three questions are interlinked and to
answer any of them we would have to discuss the other two as well;
thus, throughout our research we answer all of them combined. Further
on, the chapter introduces our theoretical perspective and main norma-
tive argument followed by a short methodological outlook. The fourth
and the fifth sections analyse the two cases of community initiatives
from Hungary and Romania, respectively. The conclusion summarises
the main findings and answers the main points raised in the introduc-
tion. In the last section we offer policy recommendations based on our
theoretical and empirical materials.

2 Counteracting Peripheralisation Through
Capability-Based Local Development?

Peripheralised spaces are often simultaneously affected by selective
out-migration, shrinking public infrastructure and the decline of local
economies. These different manifestations of peripheralisation amplify
each other’s effects (Kithn 2015). To go against the various manifesta-
tions of peripheralisation, the traditional understanding of local develop-
ment needs to be questioned (Fischer-Tahir and Naumann 2013).
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Economic concerns, such as growth, income and employment have
historically dominated the concepts of local development (Armstrong
and Taylor 2000; Pike et al. 2007). This traditional local development
was commonly the subject of a top-down national spatial policy (Pike
etal. 2006, 26), grounded in solid macro and micro economic theories
(Crescenzi and Rodriguez-Pose 2011). The priority of economic devel-
opment left socio-environmental issues lagging (Winter 2016, 131) and
contributed to further peripheralisation. Currently, a new approach to
local development that brings local agency to the forefront is developing
(see Eversole et al. 2014; Evans and Syrett 2007). In the analysis of our
case studies we aim to go beyond the economic dimension of local devel-
opment and shed more light on local actors and better understand the
social sustainability of local development projects.

We look at mayor-led local development projects through the lens
of a capability approach to understand in what ways local development
projects may (or may not) go against the processes of peripheralisation.
Within the capability approach it is argued that even if the inhabit-
ants of peripheralised areas get marginalised, they have an agency and
are capable of advocating their own interests. Therefore, they cannot be
considered passive recipients of development projects (Sen 1999). For
this reason, it is important in any local development project to build on
the strategies of locals and make them capable of changing their desti-
nies and live with their opportunities (Gébert et al. 2016, 27). As Sen
puts it: “Greater freedom enhances the ability of people to help them-
selves and also to influence the world, and these matters are central to
the process of development” (Sen 1999, 18). To advocate one’s own
interests, one needs basic skills. For this reason, the inevitable element
of capability-based local development is to eliminate shortages of cer-
tain skills. Thus the idea of empowerment is closely related to delib-
erative participation (Kesby 2005). For this reason we are particularly
interested in the governance of local development initiatives. At the
same time we are aware that for marginalised communities it is “often
difficult to gain access to processes of political decision-making from
which they may be culturally, educationally, and linguistically, as well
as physically, remote” (Amin etal. 2002, 17). The exclusion of local
citizens from processes of decision-making is striking in CEE. Mészdros,



11 Towards a Progressive Local Development Approach ... 257

a civilian and expert of local (community economy) development pro-
jects in Hungary describes the situation as follows:

Discussing trust between each other in an environment where decision-
makers clearly do not trust the competencies of the locals is only theoreti-
cal. (Mészdros 2013, 93, translated by the authors).

The lack of involvement of citizens in decision-making during state
socialism and later on during the post-socialist period has negatively
influenced the development of CEE citizens’ civic engagement. Another
reason for the low level of civic engagement could be that a high ratio
of the population is at risk of poverty and social exclusion (37.3% in
Romania and 28.2% in Hungary, Eurostat 2016, estimated data for
2015). Those people who have been pushed to the periphery of a soci-
ety fear for their futures and put most of their energy into developing
survival strategies for their everyday challenges. Expecting marginalised
people to be societally engaged without supporting them may be unre-
alistic (Harkai 2006).

Civil society was oppressed during state socialism in CEE and did
not become a real partner of the state in the post-socialist period either
(Fekete et al. 2017). Compared to Western Europe, civil society is weak
and underfinanced in CEE (Fekete etal. 2017; Ciepielewska-Kowalik
etal. 2015; Defourny and Nyssens 2014). This already weak civil soci-
ety is further weakened through getting institutionally excluded from
the public funding of local development projects (for Hungary see
Kabai etal. 2012; Keller 2011). Mayors are local development actors
who are capable of accessing governmental (EU and national) fund-
ing in local development policies. Therefore local development projects
run by the local municipality are dominant in CEE. For this reason we
decided to analyse two different types of local initiatives, both run by
local municipalities from two different CEE countries.

Even though in our case study local initiatives are of different types
and from different countries, the similarities between the challenges
and opportunities encountered in both cases are striking. During our
initial inquiry we were surprised by the way in which similar back-
ground dynamics were present in both cases, regardless of their type
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or geographical location. While with a limited capacity for generalisa-
bility, our research presents a detailed account of the interplay between
national policies and locally rooted initiatives. Without using compar-
ative methodology, we present a detailed account of each case, offer-
ing a clear understanding of common challenges and similar problems
faced by local initiatives. Based on this understanding, we outline a
series of public policy proposals that could address the main shortcom-
ings and serve as a guiding agenda for supporting local development
initiatives.

3 Methodological Approach

We apply storytelling while communicating and conducting our
research. Stories are central to human existence and, as Lewis (2011)
argued, it may be beneficial to use storytelling in doing and communi-
cating research. Semi-structured interviews provided us a space to listen
to the emerging stories of our interview partners and therefore “to give
voice to the voiceless” (Lewis 2011, 506), but storytelling is also a better
method of communicating our research to a wider audience.

3.1 Research Methods

In both cases, we conducted semi-structured interviews with all the
involved actors which constituted the basis of our empirical data.
This technique allowed us to translate main theoretical concepts into
guiding questions while also giving the opportunity to keep an open
mind regarding other possible points arising during the interviews.
Complementary to that we used participant observation, secondary and
primary statistical data in order to acquire a better understanding of the
context before and while meeting with the interviewees.

For our interviews, we relied on a snowball sampling technique,
using as an entry point the official manager/owner/responsible person
from the project. From there on, we tried to map the entire population
of involved actors by asking every interviewee to name another involved
actor. We repeated the process until no new actors were mentioned.
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3.2 Case Selection

Despite the research methods being similar for the two projects, we
applied a different means of case selection. The Hungarian case was
selected using a two-step case selection method. First we identified the
peripheralised areas, relying on existing research on regional polarisation
(e.g. Kod6s 2015; Kovdes 2010, 2012; Dusek et al. 2014; Pénzes 2015).
After that, “best practice” bottom-up local development initiatives were
selected by consulting 12 experts from the field of local development
and SSE and by examining awards and “best practice” reports. Finally
three cases were selected from those peripheralised villages of Hungary
that had the highest deprivation index (Kods 2015). The first of the
three selected cases, an organic village farm run by the local mayor, will
be introduced in detail further on in this chapter.

The Romanian case was also selected using a two-step case selection
method. First we mapped all the villages in which renewable energy
projects (REPs) were being undertaken, but in doing so we relied on
secondary statistical data. After that we used a phone questionnaire
to get in contact with local authority representatives to find projects
owned by the local community or projects in which the local commu-
nity had an important share. Only in 2 of the 68 localities with ongoing
projects did the local community own the project. Since we are primar-
ily interested in bottom-up, locally based initiatives we chose to look
closer at these two cases. As the technology-community interaction
developed similarly in both villages, in this chapter only one REP will
be presented. The story of Hustiu' village highlights best the benefits

and shortages that are common to both cases.

4 The Hungarian Case: The Organic Village
Farm of Kispatak

The centralisation of local development in Hungary, which has been
ongoing since the second half of the 1990s, had a negative impact on
traditional civil society organisations (CSOs) and small- and medium
enterprises (SMEs), particularly on their ability to access national and
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EU funding for local development (for a detailed overview see Kabai
etal. 2012; Keller 2011). Due to this centralisation process, civil and
municipal actors ceased to be interdependent, as the latter gained privi-
leged access to funds for rural development and became unevenly repre-
sented in decision-making processes. Therefore, mayors of villages have
higher chances of accessing national (such as workfare support) and
international funding (such as EU funding), while traditional CSOs are
struggling. As a consequence, mayor-led social and solidarity economy
initiatives are dominant in remote, rural areas.

To overcome regional inequalities in the 2007-2013 financing period
the 33 “least privileged micro-regions” (Leghdtrdnyosabb helyzett
kistéréség, LHH) were privileged in accessing funding for rural devel-
opment (Government Decree no. 311/2007. [XI. 17.]). However, while
the programme was successful in channelling more EU funding into
peripheralised areas (Kabai et al. 2012) it was criticised, amongst oth-
ers, for privileging local mayors too much over other local actors. Czike
(2011, 12) argues that the first period of the LHH Program became
“the playground of the local mayors” and civilians, entrepreneurs or rep-
resentatives of Roma could not make their voice heard.

4.1 General Context and Case Description

To better understand the potential and shortcomings of SSE initia-
tives in the context of peripheralisation, a mayor-led project, an organic
village farm, was purposefully selected from Kispatak,? a small and
remote village in Northern Hungary in one of the 33 “least privileged
micro-regions” that were privileged in accessing public funding for rural
development between 2007 and 2013.

The different manifestations of peripheralisation, including economic
and infrastructural shrinking, have been amplifying each other’s effect
in the village, making it less attractive to middle-class families. Due
to the economic crisis in the years after the regime change, the agri-
cultural cooperative—which, as in many other villages of Hungary,
was the main employer in Kispatak (see Kovich 2012)—needed to
close down in the early 1990s. The likelihood of living in poverty in
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Kispatak is particularly high compared to other settlements of Hungary
(Koé6s 2015, see Map 1). Roma people, who are deeply affected by
socio-spatial marginalisation in Hungary (Nagy etal. 2015), are over-
represented in the village. Based on the Community Intervention Plan,
40% of Kispatak’s inhabitants are of Roma origin (Anonymised Source
2011),% while the ratio of Roma people at the national level is only
3.2% (KSH 2013).

In 2007, the mayor of the village set up an organic farm to tackle
long-term unemployment and poverty by giving the village a new pur-
pose. The mayor of Kispatak argues that the main challenge his vil-
lage faces is that it has lost its function, such as producing food for the
cities, something that is common for settlements of this size (Interview,
Kispatak, 23 March 2016). For this reason, the mission of the initiative
is to re-establish this function by producing healthy and environmen-
tally friendly organic food at reasonable prices. Through this activity

L] 1 Low deprivation index value
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Map 1 Settlement deprivation map of Hungary, 2011 (Source Kods 2015, 64).
Kispatak (H1, indicated by Mihaly) is located in an area where settlements with a
high deprivation index are concentrated
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4 would once again become available in

meaningful local employment
the village.

The programme effectively started in 2012 with 25 local volunteers
who cultivated 0.6 ha, and grew to 3.5 ha in 2015 and 30 paid employ-
ees. In 2012, organic vegetable and fruit production was supplemented
with a village shop and handicrafts centre, a food processing manufac-
ture funded by a LEADER grant in 2013, and a herb processing manu-

facture funded by an ESF grant in 2014.

4.2 Potential and Shortcomings of the Project

4.2.1 Potential Outlined in Best Practice Reports

[The organic village farm project] became a best practice, not only in the
region, but in the whole country. Parallel to this the local identity, the
working culture, the self-esteem of the people has positively changed,
which is a large step. (Katondné Kovidcs et al. 2017, 6-19)

The organic village farm of Kispatak is widely regarded as a “success
story” in academic and policymaking spheres.’ Articles written about
the organic village farm emphasise that the locals do not wait for some-
one to solve their challenges. Instead, “they” take their own future in
their hands. The question might arise whether “they” refers to the whole
village or only to some inhabitants? Continuous development or growth
was also emphasised in a Best Practice Report referring to the farm as a
success story (Anonymised Source 2016).° Specifically, growth in land
(more land became available in the project), growth in the number of
involved people and growth in the number of activities (the organic
farm’s shop expanded to include handicrafts, food and herb processing)
are highlighted. It may be argued though that the growth of the initia-
tive was not a success in itself, but the result of optimising the use of the
resources (EU funding or workfare project), which were made available
predominantly for mayors through rural development or employment
policies.
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4.2.2 Dependency on Workfare Project

Of the three activation programmes (labour market training courses,
wage subsidies and workfare programme), public employment (or
workfare programme) is the one that explicitly aims to increase the
employment of disadvantaged people (Fekete et al. 2017, 27). The pro-
gramme has grown rapidly in recent years, affecting thousands of peo-
ple. Workers in public employment are continuously settling into secure
income, which is less than the minimum wage in Hungary. A public
work employee earns 160 EUR net per month, while the official mini-
mum wage in Hungary was around 230 EUR net in 2016. Only 5% of
programme participants have successfully settled in the primary labour
market (Csoba and Nagy 2011). This is by far the worst result among
active labour market instruments.

In the case of the organic village farm all employees are employed
through public employment (of the total number of workfare employ-
ees in the village, 25 work in the organic farm). Only the two experts in
sales and gardening are employed through normal labour contracts. By
providing low-paid workfare employment for about 32%/ of its active
population, the local municipality has become the largest employer
in Kispatak.® However the policy aim of public employment is to
make local projects independent of public funding; activities financed
through the public employment programme mainly mean savings of
costs for the local municipalities (Vdradi 2016, 30). Even though the
organic village farm produces goods for the market and their earned
income has nearly tripled in four years (from 3000 EUR in 2012
to 8874 EUR in 2016), 2016 was the first year when the non-profit
limited company could officially employ people through conventional
labour contracts (the two experts).

From the perspective of the employers, who are mainly local munic-
ipalities,” workfare projects provide a cheap local workforce, which is
a competitive advantage over organisations that do not have access to
workfare projects. Having privileged access to workfare employment,
local municipalities can build products and provide services at lower
costs than SMEs and traditional civil society organisations, which may
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distort the market. Public work employment can be problematic from
the perspective of long-term unemployed people also, as people who are
employed in these kinds of SSE projects are paid low wages. The fact
that the beneficiaries of the organic village farm must work for less than
the minimum wage affects their motivation and self-esteem negatively

(Field notes Kispatak, 11 May 2016).

4.2.3 Providing Meaningful Work for the Workfare Employees

The idea of the current workfare employment fits very limitedly with
the capability-based approach. Since its reform in 2007/2008 pub-
lic employment has been increasingly embedded in “a turn towards an
exclusionary social policy” (Zolnay 2013). People affected by poverty,
who are often inhabitants of peripheralised rural areas, get stigmatised
in “neoliberal”, “radical municipal” and “far right” discourses. Within
these discourses people affected by poverty are seen as having had a
choice in deciding whether they want to live from transfer payments or
conventional employment (Zolnay 2013). Workfare employment was
introduced to provide employment instead of social benefits to people
affected by poverty. Practical experience in Hungary shows that local
governments, the main local coordinators of workfare programmes, are
not able to provide real work for less qualified public employees, and
often recruit them for “pretend” work. The project of Kispatak devi-
ates from this practice and aims to provide meaningful work for the
target group. Through their trading activity their aim is to become less
dependent financially on public funding (Interview, Kispatak, 23 March
2016).

4.2.4 Participation, Power and Decision-Making

Ethnographic fieldwork in Kispatak has revealed a certain degree of
hierarchy between the three branches of the initiative. The organic gar-
den was subordinated to all other branches, such as handicrafts and
sales, and fruit and vegetable processing. Those working in the different
branches seemed to accept and confirm this hierarchy:
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During a visit to the handicraft house, Marika, an employee of the hand-
icraft and sales branch starts to tell her view about the work in Kispatak.
According to her, the workers in the garden are the ones who did not per-
form ‘well enough’ to be moved from there. For that reason they had to
stay in the garden. Marika does not like to work in the village garden due
to the ‘crudeness’ of the people. They are always swearing, she says. (Field
notes, Kispatak, 10 May 2016)

During a visit to Uncle Jend, who is a Roma and leader of the work-
ers in the organic garden, we met his wife. His wife told us that she
was able to “get out” of the organic garden due to her back pain. Now,
her responsibility is to plant flowers in the public spaces of the village,
which is a much “calmer” job, she said (Field notes, Kispatak, 11 May
2016). In addition to Uncle Jend’s wife, the workers in the organic gar-
den feel that working in the village garden is a punishment for them
(Field notes, Kispatak, 11 May 2016).

Workers from all the different branches agreed that working outside
of the organic garden is a somewhat privileged position. This might
be problematic, as the garden is in the very heart of the organic village
farm project, giving jobs for half of the project employees. Tensions
inside the organic village farm could be curbed by providing an oppor-
tunity for people to rotate within the three different branches. Another
way of easing these tensions would be to involve people more in the
operation of the village farm, and later on to let them decide themselves
in which branch they would like to work.

There are two contrasting views on how certain decisions are made
in the organic village farm. The mayor argues that the municipality is
responsible for securing financial and non-financial resources, but they
let the experts decide on professional questions. However, one of the
two experts on the farm shared a story that contrasted with the mayor’s
description of decision-making processes:

Uncle Karcsi (gardening expert) showed me the farm’s lavenders. They were
moved a few years ago. He told me that it had been a sore point for him
that no one asked his opinion where the lavenders should be replanted
when the decision was made. (Field notes, Kispatak, 11 May 2016)
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During our fieldwork in Kispatak we got the impression that the project
was rather hierarchic and centred around the mayor, who has invested a
lot of energy into the project taking on most of the responsibilities and
control over the decisions. The mayor is the one who took the future
of the village in his hands in the sense that he is the one who mainly
defines the direction of local development (Interview, Kispatak, 23
March 2016).

4.3 Kispatak, Lessons to Be Learnt

As a result of re-structuring the agricultural sector, the inhabitants of
rural areas became particularly affected by the labour market crisis that
characterised the early transition period. As there was a very limited
number of alternatives for the unemployed to get a job locally, current
local development strategies within CEE need to tackle long-term, in
several cases generational, unemployment. Long-term unemployment,
public funding and local development are interconnected in Hungary.

By initiating the project in Kispatak, the mayor gained access to
national and EU funding and made it available for the community.
National funding was channelled through the workfare project and
covered employment costs, which are the main fixed costs of the ini-
tiative. EU funds contributed to the acquisition of most of the assets.
Since 2010, Kispatak has been awarded around 600,000 EUR of EU
funding for implementation of the project. Considering how neglected
small and remote settlements were in the rural development policy dur-
ing socialism and after the regime change, the amount of EU funding
that Kispatak had access to is justifiable. Nevertheless, it would be of
particular importance to open up both project-based funding and fund-
ing on a statutory basis for local development actors other than mayors.
CSOs or SMEs engaging in local development initiatives should also
have equal access to national and international public funding.

In terms of social policy, studies on peripheralisation show that cit-
izens living in peripheralised rural areas cannot be considered exclu-
sively accountable for their poverty. It would be important therefore
to transform policy more in line with the capability-based approach.
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Considering that the workfare programme is expensive and ineffective
in reaching its aim, namely the integration of long-term unemployed
people into the labour market, the state could substitute the workfare
programme with a framework to increase the capabilities of the inhabit-
ants of peripheralised areas. Apart from local municipalities, CSOs and
SMEs should also become partners of the state in the (re-)integration
of the inhabitants of peripheralised areas. All actors involved in local
development processes (local municipalities, CSOs and SMEs) must
have equal access to funding on a statutory basis. This funding could be
given based on the number of long-term unemployed people that the
organisation could employ.

5 The Romanian Case: A Renewable
Energy Project

By researching the relationship between rural communities and REPs!®
in North-West Romania we expected to find some positive impact on
rural development resulting from this relationship. After statistical anal-
ysis of large-N secondary data and the analysis of primary data from the
questionnaire completed by local authorities, we found that REPs had
no impact on the socio-economic indicators of the host communities.
This finding goes against a significant stream of literature that argues
that once implemented, REPs could serve as a source of local growth
and development (OECD 2012; ADAS Consulting 2003; Del Rio and
Burguillo 2008; Cuellar 2012). It was surprising to find that not only
was there no sign of a positive impact, but the connection between the
project and the local community was absent as well. Local authorities
acknowledged the lack of any effect of the project on their well-being,
highlighting also that they had little real interaction with the project
so they do not expect any benefits for their community to start with.
Of the 52 communities that had set up solar power projects, 2 local
authorities had a completely different assessment of their relationship
with the project and the project’s benefits for them. In both cases, local
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authorities owned the solar power project and set each of them up by
gaining access to EU structural funds.

Defining community renewable energy projects (COREDs) as pro-
jects “where communities (of place or interest) exhibit a high degree of
ownership and control, [...] benefiting collectively from the outcomes”
(Seyfang et al. 2013), Becker, Kunze, and Vancea highlight a list of pos-
sible benefits brought by COREPs. Of them the most important are
“addressing climate change, the overall reduction of energy consump-
tion, the protection of biodiversity, sustainable agriculture, a transition
town agenda, or social justice and the empowerment of disadvantaged
social groups [...] increas[ing] the acceptance of community energy
schemes among the population” (Becker et al. 2017, 28). Building on
that argument, we claim that the ownership of the project can have a
serious and lasting impact on a community’s well-being by also influ-
encing local innovation capacity and political engagement. To observe
whether it was true for the two community-owned projects we went to
these communities and mapped their interaction with the project. The
resulting story of the socio-technological interaction uncovers interest-
ing opportunities for alternative, sustainable development at the local
level as well as major shortcomings preventing this development.

5.1 General Context: “Overall... It Looks Great”

In 2009, the Romanian government increased its support for renew-
able energy projects in order to achieve Europe 2020 goals (Directive
2009/28/CE). The increased level of financial support led to an impres-
sive development of the renewable energy sector (Cebotari et al. 2017).
The share of renewables!'! in the power generation mix increased from
less than 1% in 2010 to 11% in 2014.

The North-West region has the highest number of solar, hydro and
biomass power projects, which means that within a general growing
trend, the North-West leads in three of four major types of renewable
energy generation technologies. Contrasted with quickly rising polarisa-
tion within the region (Benedek and Moldovan 2015), it represented an
interesting case for our research.
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Development of the renewable energy sector is mostly due to a very
generous green certificate support scheme (Legea 220 din 27/10/2008).
It was private energy and non-energy actors who invested in renewable
energy technologies in order to benefit from high energy prices as well
as from green certificates.!?

Wanting to capitalise more on the fast development of the renewa-
ble energy sector, in 2010 the government designed a different initia-
tive aimed at boosting renewable energy generation by encouraging
community ownership of REPs. By offering financial assistance to rural
authorities, policy-makers expected this initiative to encourage local
authorities to develop their own project, through which they could
reduce unemployment in rural areas, increase revenues to the local
budget and include isolated communities in the national economic cir-
cuit (Organismul Intermediar Pentru Energie 2010a). This initiative is
an alternative to green certificate allocation; however, the two are mutu-
ally exclusive, which means that if you accessed financial assistance for
project deployment you cannot apply for green certificates, at least in
the first five years of the project’s activity.

Of the 172 REPs registered in rural settlements in the North-West
region, only two solar power projects owned by local authorities in
rural settlements resulted from this initiative (Cebotari and Benedek
2017; Transelectrica 2015). This result raises important questions
regarding the policy’s efficiency. Given the good intentions and great
opportunities for local communities, why do we have so few commu-
nity owned projects? And, more importantly, how are those projects
performing?

5.2 Looking into Details: “Locally Owned Solar
Power Project—Potential and Shortcomings”

5.2.1 Locally Owned Projects Without Local Involvement
To understand the co-evolution of REPs and the dynamics of local

communities, semi-structured interviews were conducted with all local
actors involved. Contrary to initial expectations, the mayor and the
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vice-mayor of Hustiu were the only persons involved in the process of
application, deployment and management of the project from the local
community’s side. When applying for financial support, they contacted
an external company from Oradea'? that put together the business case
for the project on behalf of the community. Once confirmed, another
private company from Cluj-Napoca'4 set up the project. A third private
company from Oradea is now in charge of management and daily activ-
ity of the project. So except the mayor and his team, there are no other
local actors involved throughout any stages of the project. This initial
finding was puzzling since community-owned projects should have a
wider engagement of local actors.

5.2.2 Expected Benefits and Real Payoffs

When discussing the main reason for setting up a solar power project,
the mayor mentioned that there were two complementary rationales:
the necessity to decrease the community’s public energy spending and
the opportunity to access EU funding. He did not expect the project
to create local employment or more community engagement from
local actors (Interview 1, Hustiu, 26 February 2016). According to
Organismul Intermediar Pentru Energie, local authorities (i.e. the local
mayor) are the only elective actors who can submit the application
for a community-owned project!> and who can become the owner of
the project (Organismul Intermediar Pentru Energie 2010b). The fact
that the mayor did not expect the project to have any impact on local
involvement has shaped the way in which the project was implemented.
In addition, there is a clear disconnect between the goals of the support
scheme, to create employment and local engagement, and the view of
local authorities regarding the impact of the project.

However, the project helped Hustiu cut its annual public electricity
related spending by 70%. These financial savings allowed larger flexi-
bility for the local budget and the mayor was able to invest in other
local projects. Regardless of these benefits, the mayor said that, if given
the chance, he would not proceed with the application again for two
reasons. First, at the local level, the community did not appreciate the
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effort to deploy the project and, second, at the national level the mayor
had to fight a complex and unclear legislation in order to be able to
implement the project.

As the mayor pointed out, no one really appreciated the work
involved in setting up the project since “they saw no direct bene-
fit to their own pockets. Explaining to them that we could have bet-
ter side-walks or a renovated kindergarten does not work” (Interview
1, Hustiu, 26 February 2016). The vice-mayor, however, confirmed
that there was no strategy to communicate the results of the project to
the wider community and that there were no other community actors
involved in setting up the project because there was no need for that
(Interview 2, Hustiu, 27 February 2016). Also, the private manager
of the project said that he believed that there was no real connection
between the authorities and the community when it came to discuss-
ing the activities and benefits of the project (Interview 3, Hustiu, 27
February 2016).

At the national level, local authorities had to face a difficult challenge.
While the project was set up in accordance with the guidelines set by
the Ministry of Energy, those guidelines proved to be incompatible with
the rules set by Transelectrica, Romania’s national transmission and bal-
ancing operator. The guidelines also contradict some of the regulations
set by Romania’s national regulatory authority for energy (ANRE). As
pointed out by the mayor, to avoid breaking the funding agreement and
be able to benefit from the energy produced in the project, he had to
travel several times to Bucharest and get special exemptions in order to
operate legally. This negotiation process took more than nine months
and proved to be quite difficult for the local authorities since it required
in-depth knowledge of energy legislation (Interview 1, Hustiu, 26
February 2016).

In this context, the community-owned project seems to be placed
in between Bucharest and the local community. While the rural settle-
ment stands to benefit from the project, the central authorities establish
the rules and norms and those can be negotiated or changed only in
Bucharest. This leaves the members of the community outside of the
project management scheme. There is no communication regarding the
benefits of the project, no negotiation over the redistribution of those
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benefits and no real debate over the projects future development. As it
stands, local authorities have to involve national regulators to negotiate
local development while leaving local actors outside because they lack
the time and resources.

5.3 Visible, Invisible and Lost Benefits

The mayor concluded that, apart from financial savings, which are an
important gain for the local community, there are no other important
benefits. If given another chance, the mayor would not take on this
opportunity again because the amount of work invested in the deploy-
ment of the project was far more costly than the benefits.

Surprisingly, however, the mayor and his team were already work-
ing on another application for a micro-thermal plant project that
would supply heating to all public buildings while also serving as a
possible resource for a local thermal spa. He plans to make this invest-
ment partially from the local budget but most money will come from
EU structural funds allocated through the national government. He
saw no contradiction with his earlier comments because the new pro-
ject “will not be connected to the national grid, it will be operated
locally, we don’t have to get involved with anyone from Bucharest,
once approved it is with us, here, locally” (Interview 1, Hustiu, 26
February 2016).

The concept the mayor was referring to is “distributed generation”,
a strategy that allows the producer to consume the energy locally with-
out feeding it to the national grid. In this way, the mayor of Hustiu
can avoid all the taxes and levies and manage the village’s own energy
consumption and production, while also decreasing heating costs. This
innovative practice is rooted in his experience with the solar power pro-
ject, an experience that produced more than simple financial savings.
It offered local actors the possibility to learn the most efficient way of
producing and consuming energy, forced them to negotiate benefits for
their community at the central level and helped them to push their local
agenda to national policymakers. In this respect, the solar power project
has produced important indirect benefits for local authorities that have
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learned to innovate in the field of energy, got engaged in the energy
governance scheme and adapted their future development strategies
accordingly.

However, there are lost opportunities as well. Due to both national
regulations and local disinterest, local actors are still excluded from
the development of REPs. This is a lost opportunity to increase com-
munity involvement, create employment opportunities, and develop a
local network of entrepreneurs in the field of renewable energy technol-
ogies. This is the reason it is still too early to discuss sustainable develop-
ment enabled through renewable energy technologies. A proactive local
authority can play an important role in promoting this type of develop-
ment, but without wider community involvement projects run the risk
of being easily dumped once local authorities change.

6 Conclusions

While acknowledging the limitations of case studies and storytelling
research, we still believe the two stories presented within this chapter
offer an interesting and insightful perspective on local development.
So in the end, what did these two cases reveal regarding the potential
of local initiatives to reduce peripheralisation and what are the major
shortcomings?

As we saw from both stories, mayor-led projects are not opened
up to community participation. Since local authorities are favoured
when it comes to accessing financing for such projects, it is hardly
surprising that they also assume a leading role in project implemen-
tation. What is unsettling however is the lack of wider engagement
of local actors, even at the individual level. While local authorities
believe that they act on behalf of the community, they do not make
any visible effort to engage wider participation and ensure growing
potential throughout the community. As argued in the theoretical sec-
tion of this chapter, we view wide community engagement crucial
for locally led development in order to counteract peripheralisation
dynamics.
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Despite this important drawback, we acknowledge that in the spe-
cific economic and social context of CEE, these two cases represent
the best of what’s possible in terms of community projects. Accepting
this reality, we argue that local decision-makers used the existing pol-
icy framework to lay the foundations of a locally-rooted initiative that
brought financial and non-financial benefits to the local community.
Moreover, these projects have positive externalities that could impact
peripheralisation processes in the long run, the most important of
which being the increasing capacity of local authorities to negotiate
with national and regional authorities to shape projects to their own
needs and the innovative thinking which allowed them to integrate
the project within the local landscape without breaking the funding
agreement.

To summarise, the projects as they are now have had little to no
impact on deeply rooted peripheralisation dynamics. Nevertheless cer-
tain changes that occurred through the two projects might offer some
foundation on which innovation and wider engagement can develop.
Current, mayor-led projects are closed to the public and not adapted
for wide community engagement; therefore they have limited capacity
for empowerment. If this challenge can be overcome, the projects may
have a better potential to reverse peripheralisation dynamics in those
communities.

These two cases are interesting examples of the mismatch between
existing conceptualisation of community-owned projects in Western
Europe and the practical situation in CEE countries. Both cases offer
a good example of an intermediary stage of development, one in which
the projects are bound to local communities and are not led by the
central government or private actors, but are still halfway towards a
wider, participative community engagement. Our contribution takes a
bottom-up perspective and considers that in times of rising polarisation
local development should be primarily connected to local communities.
In this respect, our main contribution to the field lies in the problema-
tisation of two main aspects: first, what is a community initiative in the
context of CEE as compared to the examples from Western Europe and,
second, can we still consider these types of projects promising for locally
rooted development?
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7 Policy Recommendations

Based on our empirical and theoretical work, we have formulated some
policy recommendations to address the main shortcomings of existing
national policies. While different with respect to the wider contexts
and the specific fields of activity, both stories have several important
cross-cutting dimensions that could serve as foundations for public pol-
icy recommendations.

7.1  Reconceptualising “Local Community”

Existing policies have a static and rigid understanding of local commu-
nities. As we saw in both cases, existing legislation favours local authori-
ties, thus it is the local mayor who decides whether a community should
pursue a project or not. This is the reason alternative local actors (NGOs,
SMEs, CSOs, informal citizen groups) are deprived of the possibility to
participate and access financial resources to implement local projects. To
change this situation we have to address the following challenges:

7.1.1 Redefine Local Communities

All policy initiatives that address rural communities have to enlarge
their understanding of “community”. Actors such as local SMEs, CSOs
or local NGOs should be accepted to apply for governmental funding
alongside or in cooperation with local authorities. Enlarging the num-
ber of elective actors can ensure wider participation of local communi-
ties, diversity of proposals and higher levels of approval for the projects
to be implemented.

7.1.2 Accessibility of Funding (EU and Governmental)

Once the notion of community is widened, we have to make sure that
all relevant actors have equal access to funding. In this respect, public
policies that aim to encourage local community projects have to allow
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a wider range of actors to apply and benefit from funding. Moreover,
we would argue that successful implementation of a community-owned
project requires wide and diversified participation of local actors, and
projects that bring together different community actors should be
encouraged.

7.2  Policymaking Is a Two-Way Street

When discussing local development, we have to acknowledge the
importance of local actors and the direct beneficiaries of public policy.
The current policymaking structures in Romania and Hungary, which
are guided by a top-down logic, have to be re-organised to put the per-
spective of local actors at the forefront.

An important change to the existing legislation would be to trans-
form the policymaking process by means of a bi-directional mechanism
primarily rooted in input from the local community. In order to ensure
the required and timely input, any policymaking process should include
local actors during three distinct stages: policy design, midterm evalua-
tion and policy adaptation.

7.2.1 Policy Design

Before implementing such a change, we need to understand the
resources and capacities of local actors. The existing policy discourse fol-
lows presumed causal models that are not connected to local realities.
Given the fact that the processes of peripheralisation destroy social and
human capital, we should engage experts to first focus on creating pol-
icies that contribute to the re-building of local human and social cap-
ital and then set the context for a participative policymaking process.
Any policy encouraging local development first has to target the devel-
opment of inclusive human and social capital by promoting knowledge
generation at the local level.

Considering the lack or availability of local human capital, any policy
on local development should start with public discussion of the initia-
tive. Public debates should take place in communities targeted by the
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policy so that all possible stakeholders have the opportunity to influence
the policy. With broad involvement of local actors, policymakers could
succeed in acquiring the needed local knowledge and input while also
ensuring wider public support.

7.2.2 Policy Evaluation

Following this initial phase, the primary beneficiaries of the policy
should evaluate it. There could be different methods to collect feedback
from local actors, but all those methods should rely on information
from a wide range of actors. By involving the local community in pol-
icy review and evaluation, policymakers would secure feedback directly
from the source and would have the possibility to compare locally
sourced data with large-N statistical data.

7.2.3 Policy Review and Change

Based on such a midterm evaluation, policies should be revised and
adapted and during this policy correction process local actors play a
central role because they can provide feedback on the policy’s effects
and inside information on how to improve the efficiency of the
policy.

By involving local actors in policymaking and review processes, the
real needs of the community will be assessed accurately.

Notes

1. The name of the village was changed.

2. The name of the village and the actors of the initiative have been
altered.

3. Anonymised citations are used to protect the anonymity of the case
study selected.

4. Based on the interview (Interview, Kispatak, 23 March 2016) with the
local mayor, the word “meaningful” was also used by him.
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10.

11.

12.

13.

S. Cebotari and M. Mihaly

Two of the 12 experts that we contacted referred to the village farm as an
example of good practice in counteracting the processes of peripherali-
sation. When searching for the project on Google Scholar, we identified
ten scientific articles that referred to the project as good practice, while
six of the these ten articles argued that the initiative was socially inno-
vative. Three different policy recommendations on social economy and
sustainable rural development highlighted the farm as good practice.

A Best Practice Report was prepared and labelled “best practice” by
Hungarian scholars and practitioners. It was aimed at decision-makers
in the field of sustainable rural development.

Own compilation, based on KSH 2011 data and Kajner et al. (2013).
As a result, unemployment in the village (4.35%) is lower than the
national average (NGM 2015).

Apart from local municipalities, religious institutions and CSOs are
also entitled to employ people through the government’s Public Work
Program (Frey 2007).

This chapter looks specifically at solar power projects. North-West
Romania has the highest number of solar power projects imple-
mented at the national level while solar power technology seems to
be the most popular within the region as well. The high number of
cases offers a good possibility for comparison and cross-case analysis.
Complementary to that, the only two community owned REPs are also
solar power projects.

Much of the electricity generated in Romania comes from hydro-
power plants. Even though hydro-generation is considered a renewable
energy source, according to Romanian legislation only hydro-power
plants with a maximum installed capacity of 10 MW are entitled to
the renewable energy support scheme. In this context, renewable energy
in this chapter refers to all types of renewable energy sources, exclud-
ing hydro-power plants with an installed capacity greater than 10 MW
unless otherwise stated.

The government allocates green certificates to all registered production
units that deliver renewable energy to the national grid. Producers can
sell these certificates later on to suppliers of energy who have to prove
that a part of their energy comes from renewable energy sources.
Oradea a city on the border with Hungary and the seat of Bihor county.
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14. Cluj-Napoca is the second biggest city in Romania and is the “unofli-
cial” regional centre for the North-West region.

15. An association of local authorities (asociatie de dezvoltare intracomuni-
tara) can also apply for financing. This association however is composed
of local authorities, so in the end it is still the mayor who takes the final
decision.
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