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1 Introduction

The collapse of communism generated far-reaching social and economic trans-
formation in Central and Eastern Europe after 1990. These processes led to
fundamental changes in the spatial organisation and internal functional division
of cities. In this respect we can truly say that 1990 represented the beginning of a
new era in the urban development of the region, therefore it is no surprise that
the transformation of cities in Central and Eastern Europe has generated great
academic interest.

Following the long decades of central planning, these cities became subjects
of market conditions, and the question was repeatedly put forward by research-
ers whether these cities followed the paths of western urbanisation or they re-
tained certain specific features in their development. This issue was examined in
several thematic volumes (Andrusz—Harloe—Szelényi, 1996; Enyedi, 1998a) and
individual papers focusing on certain countries and cities (Sailer-Fliege, 1999;
Standl-Krupickaite, 2004; Ruopilla—Kdhrik, 2003; Sykora, 1999; Tasan-Kok,
2004; Weclawowicz, 1997, 1998). The transformation of Budapest, as a
dominant urban centre of the region, has also attracted great attention, which is
well reflected by the growing number of academic publications that have
appeared recently (Dingsdale, 1997; Kovdcs, 1994, 1998; Kovdcs—Wiessner,
2004; Laddnyi, 1997, 2002).

The primary aim of this paper is to analyse the recent socio-economic trans-
formation of historical districts in Budapest. By historical districts we mean the
densely built-up, centrally located quarters of the city that were developed pre-
dominantly before World War I. These neighbourhoods are mainly the outcome
of modern capitalist urbanisation (the so-called Griinderzeit) and traditionally
serve as centres of business and administration, as well as homes of the middle-
class and petit bourgeoisie. The most important questions that we try to answer
in this paper are the following:

— Under what conditions have the historical districts of Budapest evolved,
and how were they affected by communist urban development?

— How has the socio-economic position of the historical districts changed
within the urban region after the political and economic changes?
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— What are the main factors that have determined the development of inner-
city neighbourhoods in Budapest after 1990?

— What are the most important lessons of running rehabilitation pro-
grammes?

To answer these questions, first the historical development of the city, then
the framework of urban development before and after the transition is intro-
duced. In the analytical part social and housing indicators from the 1990 and
2001 censuses are selected and compared. The main aim of the statistical analy-
sis is to figure out the changing patterns of social segregation and the post-
communist dynamics of residential mobility within the urban region. In the
empirical part of the paper the issue of urban regeneration is examined in
Budapest, with the help of specific case studies. In this section social and
environmental impacts of running rehabilitation programmes are investigated. At
the end of the paper the issue of social and cultural sustainability in the inner-
city of Budapest is critically examined.

2 Historical development of Budapest: a short overview

Budapest is one of the youngest capital cities in Europe, having been officially
established only in 1873. In that year three towns — Pest, Buda and Obuda — that
had been independent and geographically more or less separated were unified.
The new town had a territory of 187 km” with a population of 280,000. Accord-
ing to the number of inhabitants, Budapest ranked 17th among European cities at
that time. In the last three decades of the 19" century Budapest underwent ex-
tensive industrial growth and subsequent mass immigration of labour from the
countryside. In one decade (i.e. 1890-1900) the population grew by 45 percent —
the highest rate among contemporary capital cities of Europe and comparable to
that of many North American cities. As a consequence of this strained industrial
and population growth, speculative builders were able to make a fortune by
bringing a vast amount of low-quality housing onto a ready market. At the edge
of the city-centre overcrowded working-class neighbourhoods were expanding
with low quality tenement blocks. In the following decades these neighbour-
hoods became an organic part of what we now call ‘historical districts’. Due to
the rapid urban development on the eve of World War I Budapest had nearly 1
million inhabitants and ranked 7th within Europe.

During the inter-war period the development of Budapest slowed down. This
was partly connected with the geopolitical isolation of the country and the gen-
eral economic stagnation of the period. The rate of population growth was much
lower than in the previous decades, and the main target of migration became the
suburban zone. This represented the first major phase of suburban growth
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around Budapest. However, the growth of suburbs could not be attributed to a
proper ‘suburbanisation’ process (i.e. the mass-movement of middle class fami-
lies from the city-centre towards the periphery) but must be seen as a sign of
“rural urbanisation” (Korcelli, 1990), in which landless village-people from the
provinces were heading towards the periphery of the capital.

Soon after World War II these working class suburbs were annexed to Buda-
pest as part of the administrative reform introduced by the communist regime. In
1950 the territory of Budapest was expanded to 525 km* through the amalga-
mation of 16 independent villages and 7 towns, some of them having a popula-
tion of 60-70,000 (e.g. Ujpest, Csepel, Kispest). By the end of the 1940s a new
communist constitution was implemented, land and property was nationalised
and nearly all commercial functions were prohibited or severely controlled
(Enyedi—Szirmai, 1992). After the communist take-over, industry and industriali-
sation was considered the main tool of the modernisation of the country and
society. The overstrained industrial development of the 1950s and the subse-
quent demand for labour attracted many immigrants from the provinces. The
large-scale immigration and the post-war baby-boom resulted again in a very
rapid population growth in Budapest in the first two decades after World War 1II.
In this period the average rate of annual population growth was even higher than
at the peak of the industrial development in the late 19" century (Kovdcs, 1994).

In accordance with national demographic trends and a new regional devel-
opment policy, the growth of Budapest slowed down gradually from the late
1960s, and the city entered a new phase of urban development. For a large part,
it was a consequence of the changing production structure of the country as a
whole and the city in particular. As in many Western European countries, Hun-
garian economy was characterised by a massive decline in factory employment
and a rapid growth in services, especially trade and tourism throughout the
1970s and 1980s. This process, which we may call ‘post-industrial develop-
ment’, was considerably accelerated by the expansion of the second economy
during the 1980s. In terms of urban development, the 1970s and 1980s were
characterised by large-scale public investments on the edge of the city in the
form of huge high-rise housing estates, containing a vast number of almost iden-
tical, relatively small dwelling units. At the same time the historical inner-city
was neglected, which set the stage for the physical decay of large parts of this
area (Kovdcs—Wiessner, 2004).

Finally, Budapest arrived at the change of the political system with a popula-
tion slightly exceeding 2 million, and another half million people living in the
agglomeration. In terms of employment, the service sector had become domi-
nant, though industry still employed 36 percent of active earners in 1990. On the
housing market 51 percent of dwellings was publicly owned. With regard to
society, despite the conscious anti-segregational policies of the communist re-
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gime, Budapest had relatively high levels of social segregation on the eve of
political changes, especially when compared to other Central and Eastern
European cities (Szelényi, 1983). This is demonstrated by Figure 1, which shows
the spatial distribution of highly educated people (i.e. people with college
education).

Both maps show a very strong east-west polarisation in the ecological struc-
ture of the city, coinciding with the physical geographic features thereof. The
traditional high-status areas of the city can be found on the hilly Buda side,
whereas the plain Pest, east of the Danube, is the traditional stronghold of the
working class. Moving from the Danube towards the urban periphery, the social
status of residents gradually declines. It is also remarkable how stable the spatial
structure of residential segregation remains, even after the collapse of commu-
nism.

3 Conditions of urban development before and after the transition

After World War II, similarly to other East Central European cities, Budapest
was cut off from the mainstream of European urbanisation, which was tradition-
ally based upon a democratic decision-making (self-governing) system and mar-
ket principles (Enyedi, 1992). During the communist period the political, eco-
nomic and social life of Budapest, as well as its internal structure, could be char-
acterised by the following features:

— Local decision-making was fragmented between the party, the central state
and industry; and there was a complete absence of local self-government.
Budapest was ruled by a hand-picked council which followed the instruc-
tions of the communist party. Local interests at district or neighbourhood
level could not be articulated; urban planning and urban development fol-
lowed a strict top-down model.

— Despite the increasing deindustrialisation, which was also forced by the
central state prior to 1990, the industrial function of Budapest remained
strong, and the weight of the service sector fell below western standards.
Industry occupied vast areas in the adjoining zone of the densely built-up
inner city. Some of these areas had become industrial slums well before
the collapse of the communist system.

— During state-socialism urban land was transferred to state ownership, or at
least largely withdrawn from a private right of disposal. Due to the lack of
free property market, land rent lost its significance in urban development.
As a consequence, Budapest remained fairly compact with large, relatively
homogeneous functional areas. A CBD (Central Business District) with a
strong service sector according to western standards could not evolve.
Suburbanisation or any kind of urban sprawl hardly took place.
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FIGURE 1
Percentage of people with college education in Budapest 1990, 2001
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Source: National Census, 1990, 2001.
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— The role of the state in the field of housing construction and renovation
was dominant. New housing construction took place nearly exclusively at
the outer fringe of the city, mostly in the form of large housing estates. On
the other hand the housing stock of the inner quarters built before World
War II deteriorated visibly, mainly due to the neglect. This also resulted in
changes in the social pattern of Budapest: the status of the inner-city de-
clined, whereas the peripheral zone became younger and better-off, due to
the immigration of young, better-educated households.

— In spite of the growing social differences, especially from the late 1960s,
the level of residential segregation remained relatively low. The state in-
tervention on both the labour and the housing market was rather strong; the
main goal of social policy was homogenisation. Secure work-place and
cheap housing, which were thought to be the main tools towards the dream
of a classless society, constituted the cornerstones of the communist sys-
tem.

This system changed entirely after 1990. With respect to urban change, an
important component of the political transformation was the return to self-gov-
ernance and the subsequent shift of control from central (state) to local (commu-
nity) level. This gave local municipalities more power to control and influence
their own development. In Budapest the districts became the main actors of ur-
ban development, and the planning system was switched suddenly to a very lib-
eral and decentralised bottom-up model (Enyedi, 1998b).

The collapse of the former COMECON (Council for Mutual Economic As-
sistance) proved to be a kind of ‘shock therapy’ leading to the bankruptcy and
mass-liquidation of companies. The disintegration and privatisation of large state
companies, especially in the socialist heavy industry, played an outstanding role
in the economic restructuring of the city. The fall of the Iron Curtain made the
direct penetration of the global economy and its main actors, the transnational
corporations, possible. The introduction of a capitalist economy also meant that
the market rather than government planning became the principal allocator of
land and money inside the city. As a consequence, the landscape and the internal
structure of Budapest, similarly to other Hungarian cities, have undergone tre-
mendous changes since 1990.
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4  Transformation of the urban region of Budapest after 1990

In order to get a comprehensive picture about the spatial transformation of Bu-
dapest, we have divided the urban region into smaller geographical units, which
can be considered both functionally and architecturally more or less homogene-
ous. Due to its marked physical geographic conditions (hill versus plain) and the
strict control of planning over urban development in the past, Budapest provides
a good opportunity for such subdivision.

With regard to the built environment, Budapest is a carefully planned city.
Planning regulations were set out by a powerful body, called the Council of
Public Works, established as early as in 1870. The council elaborated an impos-
ing master plan, which laid down the main features of spatial development, set-
ting the direction of expansion, earmarking the functions of the different dis-
tricts, and dividing the city into land-use zones. Due to this well-controlled
growth the metropolitan region of Budapest could be divided into seven major
zones following the traditions of classic human ecology (Figure 2).

FIGURE 2
The spatial structure of Budapest
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Each zone can be characterised by distinct socio-economic, functional and
architectural features that can be summarised as follows:

— The city is a densely built-up area stretching on the flat Pest side of the
town, inside the arc of the Grand Boulevard [Nagykortit]. This is the oldest
part of Budapest and the traditional shopping and commercial centre of the
town. Another important characteristic of the area is that despite the
constant decrease of population (2 percent between 1880 and 1935
already) the residential function of the central business district remained
dominant until the political changes of 1989/90 (Enyedi—Szirmai, 1992).

— The inner-urban residential quarter is a densely built-up area on both
sides of the Danube, surrounding the city-centre. The building stock here
consists of predominantly 3—4 storey blocks of flats dating back to the late
19" century. In terms of the quality of housing and the social status of the
residents, this zone is rather heterogeneous. On the Buda side and in the
northern sector of Pest the quality of housing is better and the social status
of residents is higher, whereas towards the eastern edge of the inner
residential zone extensive slum areas are stretching with lower class
population (e.g. Roma) (Laddnyi, 1997, 2002).

— The so-called zone of transition is a mixed zone of industry and transport
that was developed near the former administrative boundary of Little Bu-
dapest (i.e. the city before 1950). As pressure on land was relatively low,
the use of land here is less intensive, follow areas and low quality, low-rise
housing for the working class mix with industrial estates, warehouses and
transport areas (railway stations etc.). The name of the zone indicates that
once it was the very periphery of the city, the place of urban-rural transi-
tion. With the collapse of communism most of the industrial plants were
closed down here, and a massive brown-field zone has evolved.

— Housing estates were developed intensively in Budapest after World War
II, as part of the communist housing policy. According to their size, the
technology applied and the physical appearance, different generations of
housing estates can be distinguished. The first generation of estates in the
1950s and 60s was built close to the zone of transition and made use of
existing transport and other infrastructural links. However, from the late
1960s the state housing industry relied increasingly on prefabricated tech-
nology and erected large high-rise estates often housing 40-50,000 people.
Due to site constraints, these estates were mostly constructed on virgin
sites in peripheral locations with poor transport and service facilities
(Kovdcs—Douglas, 2004).

— The zone of garden cities, or as it is often called the ‘outer residential
ring’, started to develop at the beginning of the 20" century, when the lack
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of building plots and the extremely high rents within (Little-) Budapest
fostered the growth of suburbs. Most of these settlements were commuting
villages or small towns prior to 1945 with a low-rise, rural character. In
1950 these suburbs, altogether 23 independent settlements, were forcefully
attached to mainland Budapest. Despite its excessive development during
communism, this zone has retained its rural character with lots of green ar-
eas and predominantly single family housing until recently.

— The villa-quarter of Buda was first developed in the late 19™ century,
when aristocrats and industrial magnates erected their elegant villas with
spacious gardens on the lower lying areas of the Buda Hills. After World
War II these villas and cottages were nationalised and divided into smaller
dwelling units. A new renaissance of the Buda Hills started in the 1970s
and 1980s when members of the communist ruling class and intelligentsia
started to build their single family homes and semi-detached houses. To
date this has been the stronghold of the affluent strata, comprising not only
successful private entrepreneurs, but also representatives of managerial
and intellectual elites.

— The zone of agglomeration comprises the suburban settlements around
Budapest that maintain strong ties with the city, lying in its daily com-
muting zone. After the ‘decapitation’ of the former suburban zone around
Budapest in 1950 gradually a new zone of agglomeration evolved. The
National Settlement Development Plan (OTK) of 1971 specified a zone of
agglomeration around Budapest, which consisted of 44 independent
settlements. The functional connections between the suburban settlements
and Budapest were further intensified after 1990; this was also recognised
by regional planning, when the Hungarian government extended the
boundary of the agglomeration with its decree in 1997. Today the agglom-
eration of Budapest officially consists of 80 settlements, some of them are
towns of middle rank.

In our classification ‘historical districts’ comprise the city (CBD) and the in-
ner-urban residential quarters. In order to determine the directions of transition
within the urban region we have aggregated socio-economic indicators from the
1990 and 2001 censuses for the individual zones. The basis of the aggregation is
the system of urban planning units. These are functionally and morphologically
more or less homogeneous areas that are very suitable for statistical purposes.
For the agglomeration we have considered the data of the 80 officially desig-
nated settlements for both years.

The total population of the urban region sank from 2.57 million to 2.44 mil-
lion between 1990 and 2001, which is a decline of 5.3 percent. During the same
period the population of the country decreased by 1.7 percent, thus we can say
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that the metropolitan region of Budapest as a whole belonged to the regions that
suffered above-average population loss. This was connected with the negative
balance of migration of the whole urban region (i.e. desurbanisation), and a natu-
ral decrease that has been permanent since the early 1970s.

Within the urban region there was a considerable shift of population between
the core and the periphery. The population of Budapest decreased by 14.3 per-
cent between 1990 and 2001, whereas that of the agglomeration grew by 18.9
percent (Figure 3). This can be explained by the massive deconcentration (i.e.
suburbanisation) of the population. After 1990 younger and better-off families
started to migrate to the suburbs in large numbers, searching for attractive resi-
dential environments. As a consequence, the balance between the urban core and
the agglomeration also shifted: in 1990 22 percent of the population of the Bu-
dapest urban region lived in the agglomeration zone, while in 2001 27.6 percent
did. With regard to the historical districts we can see a massive population de-
crease both in the city and the inner-urban residential quarter, though the dimen-
sions here are below the level of the housing estates.

FIGURE 3
Change of population in Budapest by functional zones, 1990-2001
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The selective deconcentration of the population resulted in substantial
changes of the social and demographic characteristics of the different urban
zones. We can say that the social status of the agglomeration generally in-
creased. This is confirmed by census data: the proportion of people with college
education (within the age group 15+) increased from 3.2 to 12.7 percent in the
agglomeration zone between 1990 and 2001. On the other hand, it should also be
noted that this figure is still considerably lagging behind the value of Budapest
(Figure 4). In terms of social status the most prestigious area within Budapest is
clearly the villa quarter of Buda, which is the traditional enclave of upper-middle
class households.

The Buda Hills with their pleasant residential environments preserved or
even strengthened their affluent character after the political changes of 1990. In
1990 33.5 percent of the inhabitants held a university or college degree in the
quarter, which grew to 42.6 percent by 2001. This figure was twice the Budapest
average in both years. From the diagram it also becomes clear that the city centre
and the inner residential quarters are in a relatively favourable position among
the urban zones as far as the proportion of intelligentsia is concerned. However,
in this case statistical averages provide very little information about the real
situation, which becomes clear if we go down to the neighbourhood level, where
extreme values of the indicator occur.

FIGURE 4
Ratio of college graduates in Budapest by functional zones, 2001
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5 Factors influencing the transformation of historical
neighbourhoods in Budapest

As it is often cited in the literature, historic districts are rather vulnerable parts of
cities with respect to social sustainability everywhere in the world (Marcuse—van
Kempen, 2002). There are many intertwining factors that may undermine the
social balance and social cohesion of these districts. The outcomes are generally
either extreme forms of segregation (ghettoisation) or rapid displacement
(gentrification) of the original population. In this section we intend to discuss
and summarise those factors that have influenced the post-communist transfor-
mation of historical neighbourhoods in Budapest. In the analysis not only the
underpinning factors but their most important outcomes are also considered. Out
of the wide range of factors that have affected the development of historical
districts we find the following ones relevant:

Reshuffle of public administration;
Privatisation of housing;

Economic transformation and globalisation;
Physical decline and filtering down;

Urban rehabilitation programmes.

5.1 Reshuffle of public administration

As we pointed out earlier, with respect to urban change an important component
of the post-socialist transformation was the return to self-governance and the
subsequent shift of power from central to local (community) level. At the level
of major urban agglomerations, however, the decentralisation of decision-
making very often meant the weakening of city-wide government and increasing
the power and influence of the individual districts. Indeed, in Budapest a two-
tier administrative system was introduced by Act 65/1990, which shifted the
power from city to district level. In Budapest the 23 districts became the main
actors of urban development. This political fragmentation of the city has raised
serious obstacles as far as the elaboration and implementation of comprehensive
urban development programmes are concerned and has raised the question of the
sustainability of urban governance.

In Budapest the historical districts (i.e. the densely built-up inner quarters)
are located on both sides of the Danube, and they are administratively controlled
by 10 local governments (out of the 23). These local districts are rather different
in terms of their size, physical conditions, social prestige and political interests,
therefore their willingness to cooperate with one another is rather limited. This is
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often the source of conflicts in urban development in Budapest. On the other
hand, these districts enjoy large-scale autonomy as far as their local policies (e.g.
housing, social and welfare policies etc.) are concerned. Under this extremely
fragmented system of public administration it is very difficult to implement
common social or urban policies in order to foster urban regeneration and main-
tain social sustainability.

5.2 Privatisation of housing

Immediately after 1989, as part of the political and economic changes, local
governments (in Budapest individual districts) became the real owners of public
housing. Given the general lack of resources, the newly established local gov-
ernments were eager to carry out an excessive marketisation (i.e. privatisation)
of the existing public dwelling stock in order to increase their income and reduce
social subsidies. Typically the privatisation of public housing in Hungary meant
a ‘give-away privatisation’ to sitting tenants at a very low price (most public
dwellings were sold for 15 percent of their estimated market value, and a further
40 percent discount could be achieved in cash transactions).

This practice, in addition to no restrictions on resale of the dwelling, made
the privatisation of public dwellings very attractive among residents and meant
that some public dwellings — especially in green environments or with inner-city
location — were able to be resold at prices multiple of the market value paid. The
process of privatisation accelerated sharply after 1990 and practically the major-
ity of the public housing stock was put on the market in the first half of the
1990s (Figure 5). Due to privatisation, the ratio of public housing decreased
from 50 to 10 percent in Budapest between 1990 and 2003.

Since a significant portion of the former public housing was concentrated in
the historic districts (in some neighbourhoods reaching 90 percent of the total
dwelling stock), these neighbourhoods were heavily affected by the privatisation
of housing. As an outcome of the highly selective privatisation of housing, the
remaining public sector serves today mostly as residual housing in Budapest.
Tenants living in the low quality public stock are predominantly the elderly, and
households with multiple disadvantages (e.g. no regular income, Roma families
etc.)
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FIGURE 5
Number of privatised public rental dwellings in Budapest, 1988-2002
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5.3 Economic transformation and globalisation

Due to the effects of increasing commercialisation and globalisation, the func-
tional use of historical districts in Budapest has changed considerably. The eco-
nomic restructuring and the subsequent take-off of the service sector has induced
a growing demand for non-residential (business, office etc.) space. A large part
of the headquarters of foreign companies settling down in Hungary and newly
established domestic enterprises are concentrated in the centre of Budapest,
which directly contributes to the physical upgrading of the city-centre. The
weight of the CBD in the new form of capital accumulation is well demonstrated
by the mushrooming of new office buildings, large-scale commercial and touris-
tic investments. There is an obvious connection between the functional change
of inner-city neighbourhoods and the growing integration of Budapest into the
world economy.

Privatisation of housing has also directly contributed to the commercialisa-
tion of the city centre. The privatisation of public dwellings created a vast num-
ber of private owners who were keen to sell their newly acquired properties to
institutional investors, typically small enterprises. Thus, the re-establishment of
a real estate market, based upon land-rent, has led to the rapid functional conver-
sion of the inner-city of Budapest from residential to business use. Statistical
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evidence shows that the number of inhabited dwellings in the centre of Budapest
(i.e. neighbourhood lying within the arc of the Grand Boulevard) decreased by
11,000 between 1990 and 2001. As a consequence, the city centre of Budapest is
losing its earlier residential character; the population of the city core decreased
by 29 percent between 1990 and 2001. In addition, the composition of the
population is also changing. The local society of the city centre has become
younger and better-educated since 1990. The proportion of elderly (60+) de-
creased from 29.6 to 27.2 percent, whereas the proportion of college-educated
people increased from 20 to 25 percent between 1990 and 2001. These changes
are clear signals of gentrification in the city centre.

5.4 Physical decline and filtering-down

As opposed to the central business district, we can also find neighbourhoods in
the historical quarters of Budapest where the outcome of transition was not re-
vitalisation but further physical decline. These are typically old working-class
neighbourhoods with multi-storey tenement buildings around the city centre.
The reasons for the physical decay of these residential quarters are manifold.
One of these is the long-lasting neglect of maintenance and infrastructural de-
velopment of these neighbourhoods during communism, which caused serious
deterioration of the building stock well before 1990. The deficit of investment
was not alleviated by the political changes and the subsequent transfer of owner-
ship (i.e. privatisation), either. Most of the new owners (former tenants) had
neither capital nor expertise and entrepreneurial spirit to renovate their housing,
many of them being old and poor.

The deterioration process of the building stock of the old working-class
neighbourhoods was accompanied by the erosion of the local community. Resi-
dential mobility played an important role in this process, as younger and more
affluent households gradually left these neighbourhoods. Later they were fol-
lowed by the blue-collar workers of active age, and finally the mobile part of the
elderly, e.g. those with second homes or with children/relatives in the country-
side. As a result of this filtering-down process the population of these old resi-
dential quarters has become more and more marginalised. Typically, there are
two social groups that are overrepresented among the residents of such
neighbourhoods: the elderly (mostly single-person households) living on social
welfare and Roma families with many children (Laddnyi, 2002) (Figure 6).
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FIGURE 6
Proportion of Roma in the centre of Budapest, 2001
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5.5 Urban rehabilitation programmes

In the first half of the 1990s the legal framework of urban rehabilitation was
practically missing in Budapest, the newly established local governments were
lacking the necessary resources and there was hardly any interest on behalf of
the private sector towards the renewal of the building stock in the historic inner-
city (Hegediis—Tosics, 1991). In this period revitalisation was more focused on
the building stock of the narrow centre of the city (CBD), which was increas-
ingly converted for office and retail functions. The method of the privatisation of
dwellings put a further obstacle in front of a comprehensive regeneration. In the
newly privatised stock most households were unable to carry out rehabilitation
measures due to the lack of capital or insufficient state subsidies. Due to the
excessive privatisation mixed ownership (owner occupation and public rental)
was often created within buildings, which made the renovation of residential
blocks extremely difficult.
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From the mid-1990s the legal and financial framework of urban
rehabilitation was gradually elaborated. In 1994 the Act on Condominiums
solved the problem of blocks of flats (often with mixed tenure), giving them a
firm legal status. In 1996 the official urban rehabilitation programme of Buda-
pest was designed by the Budapest Municipality. According to the regulations,
housing condominiums located in those districts which had transferred 50 per-
cent of the revenues derived from the privatisation of public rental dwellings to
the Budapest city government budget, could apply for support from the
Rehabilitation Fund. From the late 1990s financial resources from other national
programmes (e.g. social housing construction programme) could be involved in
urban rehabilitation, and finally the private sector also started to show increasing
interest towards the redevelopment of certain neighbourhoods.

6 Lessons of running rehabilitation programmes in Budapest:
two examples

The years after 2000 have brought a vibrant development in the inner part of
Budapest, with spectacular upgrading and revitalisation in many pockets of the
once run-down urban landscape. In order to demonstrate the general features of
urban rehabilitation in Budapest, and its most important outcomes, we present
the story of two different historical neighbourhoods that have been regenerated
and upgraded rather fast in the past years, the Middle-Ferencvaros and the old
Jewish Quarter (Figure 7).

6.1 The case of Middle-Ferencvdros: the SEM IX. project

The earliest and perhaps most successful example for urban rehabilitation in
Budapest — at least in the physical sense — is the SEM IX. project, which aimed
at the comprehensive rehabilitation of the Middle-Ferencvaros (9th District).
The quarter was developed during the late 19" century capitalist urban boom and
it consists of multi-storey tenements blocks that typically comprise flats with one
room and a kitchen, without basic sanitary facilities. Due to its strong industrial
traditions, the district has a historical working-class character with some petit
bourgeois elements (tradesmen, artisans etc.) The long years of communism
brought a substantial physical and social deterioration in the area by the late
1980s, and Middle-Ferencvaros became one of the worst slums in the historic
inner-city of Budapest. As a consequence of deprivation Roma families migrated
in large numbers into the area throughout the 1970s and 1980s, and the status of
local society declined rapidly.
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FIGURE 7
The location of Middle-Ferencvdros and the Jewish Quarter in Budapest

Source: Author’s design.

In 1992 the local government started the first large-scale rehabilitation pro-
gramme in the history of Budapest, including housing renovation and construc-
tion of new dwelling units, improvement of the green environment and public
spaces, etc. The project was designed according to the French SEM model (So-
cieté d’Economie Mixte) which is a public-private partnership by the local gov-
ernment (with 51 percent) and a Hungarian-French consortium of investors
(OTP Bank from Hungary and the French Caisse des Depdts Consignations with
a total of 49 percent). SEM IX. is an independent company, though under direct
control of the local municipality, that has the authority to influence its decisions.
The task of the company is to look after the management activities of the reha-
bilitation; it launches open tenders for demolition and slum clearance, the con-
struction of new buildings or the renovation of old ones; makes contracts with
the winning companies and controls the whole process of urban rehabilitation.
The profit of the company from completed projects is fully turned back into
rehabilitation (Photo 1).



Social and Economic Transformation of Historical Districts in Budapest 57

The first ten years of the rehabilitation project have proved to be very suc-
cessful and dynamic under Hungarian and East Central European circumstances.
Roughly 100 buildings with 700 dwellings in obsolete conditions have been torn
down. In their place, new buildings have been constructed with over 1,000
dwelling units, and almost the same amount of flats have been completely
renovated. The project has created an attractive residential environment with
green inner-courtyards and a small pedestrian zone, and it can be seen as the
flagship project of urban rehabilitation in Budapest. The catalyst role of SEM
IX. project in the development of the whole urban zone is also obvious. Next to
the rehabilitation area on the waterfront of the Danube both the public and pri-
vate sector have been investing heavily, in such mega-projects as the new Na-
tional Theatre, the Palace of Arts and luxurious residential (with second highest
prices in the Hungarian capital) and recreational facilities. Seemingly, the whole
rehabilitation can be assessed as a successful one, but if we look carefully at the
details the shortcomings also become evident.

PHOTO 1. Results of SEM IX. rehabilitation in Middle-Ferencvdros
in Budapest

After the first twelve years of rehabilitation the social composition of the
neighbourhood has changed considerably. This can be explained by the practice
of rehabilitation and the housing policy of the local government. When a build-
ing is selected for demolition or renovation, tenants of the building are informed
about their possibilities. If the house is going to be demolished, its tenants will
most likely not be able to return. These residents will be placed in apartments
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owned by the municipality. According to the regulations, tenants are offered
three apartments similar in size and quality to the old one, and they have to
choose the one that suits them the most. The apartment does not need to be lo-
cated in the same neighbourhood or even in the district (in fact about half of the
residents of the vacated buildings get housing in other parts of Budapest, there-
fore the 9th district is often accused of exporting poverty to other districts).

The other possibility for tenants is to receive a maximum of 90 percent of the
market value of the flats in cash and leave (the value of the units is assessed by
property experts). Since most of the flats are in bad condition with low level of
comfort, the market value of these dwellings is also relatively low. Therefore it
is not surprising that hardly anybody chooses this option.

The process is somewhat different if the building is subject to renovation. In
this case the local government decides who can come back after renovation and
who has to leave. To those who are selected to leave (problem cases with rent
arrears etc.) three possible rentals are offered by the municipality and they must
chose one (just like tenants of buildings designated for demolition). The ones
who are selected to return will be moved to a temporary shelter for the time of
reconstruction. The cost of moving in and out is covered by the municipality.
After returning to the renovated apartments all tenants get the possibility to buy
their apartments from the municipality for a decent price.

Through this mechanism the large majority of the original residents of the
neighbourhood are moved out and replaced by younger, better-off families (of-
ten foreigners) who have little to do with the old Middle-Ferencvaros. We might
call this process gentrification, though it is clearly different from the market-led
processes observed in Western Europe. Here the replacement of the lower class
residents occurs with the active assistance and participation of the local govern-
ment. As a consequence, the social milieu of the neighbourhood is changing
very rapidly, and conflicts between the old tenants and the newcomers are fre-
quently on the agenda.

6.2 The case of Inner-Erzsébetvdros: the former Jewish Quarter

The story of Inner-Erzsébetvdros (7th District) is different from Middle-
Ferencvéros in many respects. Though the age (and the quality) of the building
stock and the social status of its residents is very similar to the Ferencvéros area,
this neighbourhood has not been subject to any rehabilitation programme yet.
The district was developed during the capitalist urban boom in the second half of
the 19th century, and it was named after the wife of the Hapsburg Emperor
Franz Josef 1. Erzsébetvaros had good reputation within the city from the very
beginning, as being the most tolerant quarter of Budapest towards different na-
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tionalities and religions. Therefore it is not surprising that by the beginning of
the 20th century the district became the largest concentration of Jewish popula-
tion within the city (Photo 2).

PHOTO 2. Old buildings of the Jewish Quarter in Budapest

The size of Jewish community reached its peak by the interwar period, when
approximately 200,000 Jews were living in Budapest, a significant part of them
in the very narrow section of Erzsébetvaros between the main synagogue and the
arc of the Grand Boulevard. Typically they were lower-class people, tradesmen
and craftsmen who owned little workshops in the courtyards and shops on the
street front of the buildings. This created a unique, buzzing atmosphere in the
neighbourhood, somewhat similar to that of Josefov in Prague or Kazimierz in
Krakow.

In the last phase of World War II the Budapest Ghetto was set up in the area.
As a consequence of the Holocaust and the post-World War II emigration of
Jewish people to Israel, the once lively Jewish community of Inner-Erzsébet-
varos nearly disappeared (in the 2001 census only 1071 people indicated in the
district his or her religion to be Jewish). After the war the social status of the
area started to decline, as dwelling units left behind by Jewish families were
occupied mainly by working-class families, migrating to Budapest from the
countryside.

With regard to the morphological conditions, the quarter is very densely
built-up, typically with narrow streets that are surrounded by 3—4 storey tene-
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ment buildings. The quality of housing is generally low, with a high rate of sub-
standard dwellings, most of which were nationalised after World War II and
served as social housing during the communist period (95 percent of the housing
stock). The maintenance of buildings was neglected, instead of renovation resi-
dential buildings in dangerous conditions were pulled down, that resulted in the
mushrooming of empty plots that were used for temporary functions (e.g. car
parks, storage of building materials). On the other hand there is a serious lack of
public spaces in the area, especially green spaces are missing, which made the
neighbourhood rather unattractive for younger and better-off families before
1990.

During the 1990s the vacant sites gradually disappeared in the neighbour-
hood, first they were built up with office and later with residential buildings. By
the early 2000s hardly any empty plots remained for new constructions and the
demolition of existing buildings took an intensive pace. This was also fostered
by the growing demand for inner-city dwellings on the housing market, due to
the introduction of the rather generous, new mortgage system and the slowing
down of the suburbanisation process. As opposed to Ferencvaros, here it is the
task of the developer to vacate the buildings in order to be able to start the
demolition, the clearance of the plot and the new construction as soon as possi-
ble. In practice developers make optional contracts with the tenants one by one,
and vacate the buildings gradually. These firms are not interested (motivated) in
renovating existing buildings, therefore rehabilitation is taking place on the ex-
pense of the historical building stock. Several buildings with great architectural
value have been lost over the last five years, and the architectural milieu, just
like the social one, of the neighbourhood is changing rapidly (Photo 3).

This type of a rather liberal and market-led urban redevelopment was going
on without any control of the city municipality or the local (district) government
for some years. Even the extension of the boundaries of the UNESCO World
Heritage zone to the area in 2002 could not stop the process (as the World Heri-
tage entitlement does not mean automatic protection for the area according to
Hungarian laws). Finally prominent architects, intellectuals, artists and local
people of the quarter established a civil organisation called Ovas! (it means
‘veto’). This grass-roots organisation launched an active campaign and protest
against the extensive demolition and reconstruction of the area and the destruc-
tion of the historical atmosphere and the heritage of the Jewish community
(Photo 4). As a consequence of these efforts the Office of Cultural Heritage
Protection placed the whole area of the Jewish Quarter under temporary territo-
rial protection in June 2004. Since then the process seems to have slowed down,
developers must consider cultural heritage and heritage protection seriously in
formulating their plans, and they have to cooperate actively with the local and
city administration.
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PHOTO 3. The new buildings of the Jewish Quarter after revitalisation

PHOTO 4. The protest of Ovds! activists in the Jewish Quarter
of Budapest
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The two examples of Middle-Ferencvaros and the Jewish Quarter in Buda-
pest demonstrate two different types of intervention in the urban space. The first
is a well-organised rehabilitation action under strict control of the local govern-
ment, which is part of the official rehabilitation programme of the city hall, the
other is a clearly market-based, investor-organised redevelopment programme.
In addition to these projects there has been a great number of different types of
rehabilitation programmes in the inner-part of Budapest that would be impossi-
ble to summarize in the framework of one paper. But what are the commonal-
ities of these programmes, what generalisations can be made on their outcomes
and mechanisms?

— urban rehabilitation programmes in Budapest have focused so far nearly
exclusively on the physical renovation of run-down neighbourhoods;

— these actions have been dominated by real estate developers, and have re-
sulted in a radical shift of the local housing tenure from the public to the
private sector;

— socio-economic aspects and the interests of local residents have been
hardly considered in the design and implementation process of these inter-
ventions;

— urban rehabilitation has generated rapid population change in the
neighbourhoods (‘hard gentrification’), where elderly and lower class
households have been replaced by younger and more affluent families;

— social ties have been seriously damaged, and social cohesion within the
neighbourhoods has been eroded;

— the original urban landscape and architectural milieu has been significantly
altered, cultural heritage has been permanently under risk.

7 Concluding remarks

Budapest as the capital city of Hungary and a major hub of international
business corporations is a rapidly transforming city. The transformation process
was launched by the political and economic changes of the early 1990s. The
different zones of the urban region have been affected differently by the
transformation, which is market-led and generates both up- and down-grading
processes in the city.

One of the most dynamic sectors in Budapest is the city centre in its very
narrow sense. Here the liberalisation of the property market and the increasing
concentration of corporate capital results in a very dynamic upgrading process,
and simultaneously a general decline of the residential function. The CBD of
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Budapest is becoming more and more integrated into the global business
network.

On the other hand, in most of the inner-urban residential neighbourhoods that
were severely neglected during the communist era a further decline can be ob-
served. In some of these neighbourhoods physical deterioration is accompanied
by extreme forms of social segregation and social exclusion. Only a limited
number of neighbourhoods provide examples for upward trajectory, these are
mostly the core areas of urban rehabilitation actions. Neighbourhoods affected
by rehabilitation programmes are going through rapid population change, the old
and less affluent population is being displaced in a gentrification process that
closely resembles that of western cities.
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