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Assessment and prospects after the economic crisis
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For nearly 20 years, local development has fea-
tured among the multitude of instruments of
Europe’s cohesion policy. Seen by some as the
leading edge of a post-industrial economy, by
others as irrelevant and unrealistic, it has in fact
been one cause of the unexpected renaissance
of certain declining regions. Successfully pro-
moted in the 1990s, local development became
somewhat forgotten at the turn of the century,
with attention turning to competitiveness as a
response to the challenge of the knowledge econ-
omy and globalisation.

Since mid-2008, the idea of proximity has re-
emerged in response to the prospect of a long
period of economic uncertainty aggravated by
major environmental and energy-related chal-
lenges. It was in this context that the conclusion
of the European Commission’s 5th Cohesion
Report highlighted local development as a poten-
tial use for structural funds. Local development

has the capacity to strengthen cohesion within
certain urban areas, social groups and peripheral
regions, and to further achieve the objectives of
the Europe 2020 strategy.

Almost 30 years after the first studies in central
Italy and the United Kingdom, what do we know
about local development? Why is the European
Union interested? What role has the method
played in European regional development? What
have we learned about the best policies for sup-
porting local development? What future does
it have in the context of cohesion policy and
national economic stimulus policies?

This policy brief is based in particular on a study
conducted by a team of experts coordinated by
Marjorie Jouen at the request of the European
Commission (DG REGIO) from October 2009 to
April 2010.

What do we know about local development?

An empirical definition

In the early 1980s, in countries hard hit by
downturn in long-established industries, certain
regions and small towns climbed back to eco-
nomic growth by means of new small businesses
and personal services, making use of their local
value —human, natural or historical. This intrigu-

ing phenomenon did not follow the model of
majorinfrastructure projects and efforts to attract
foreign capital. Different narratives attempted to
explain it, with the emphasis on its circumstan-
tial nature. With no single founding text, local
development is defined empirically, with refer-
ence to sociology, economics, political science
and geography.
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This definition emphasises several other deci-
sive factors: place (often a town, a parish, a
valley, an employment catchment area, a neigh-
bourhood, more rarely an administrative zone);
partners from the public, private and non-profit
sectors; and the collaborative methods of a uni-
fying project.

Thus local development means territorial, inte-
grated strategies which mobilise many local
actors in the form of a partnership. Its short-term
aim is to improve local living and working con-
ditions, and its long-term ambition is structural
change.

Its success can be explained by its capac-
ity to solve local problems by mobilising local
resources (human and financial) and available
external resources (public or private finance) so
as to create a path to prosperity and well-being -
one which is potentially reproducible and export-
able.

Such complexity distinguishes local develop-
ment from other types of action initiated “from
above”, aimed at creating new jobs or otheractiv-
ities. In other words, not everything local is nec-
essary local development, whether it be munici-
pal or infra-regional policies (such as those run
by Italian provinces and French départements) or

IN LOCO Algarve - Serra do Caldeirao, Portugal

the local consequences of decisions by national
authorities or by external economic actors. The
effects on employment, social cohesion and peo-
ple’s autonomy are not the same.

Several schools of thought

Academic literature on this subject does not offer
specific theories of local development, but theo-
ries of regional economics and schools of thought
which reformulate this with regard to its local
aspects. Among these is the theory of “devel-
opment from below”. This argues for local com-
munities and regions to take control of their own
resources and institutions in order to create last-
ing employment; for savings to be reinvested in
labour-intensive local SMEs; and for the creation
of tailored development plans. This approach
gives local development a complementary func-
tion without bringing into question the economic
basis of other models of development.

Others adopt a more radical position, arguing for
the benefits of locally produced goods and ser-
vices as a means of reducing a locality’s depen-
dence on large firms or regions. To this school
of thought can be added the recently-emerged
“smart growth” theory which emphasises the role
of local food and energy production in reducing
greenhouse gas emissions.

Why has the European Union become interested?

A way forward for declining or threatened
regions

At first, research on local development tried
to identify alternatives to the tired “classical
model” of industrial development, as promoted
in the 1960s and 70s. While never a purely theo-
retical endeavour, research took place in an intel-
lectual climate shaped by the autogestion ideas
of May 1968 and socio-Christian ideals.

The search fornew solutions for development was
made more urgent in the 1980s by the impending
European Community membership of Portugal
and Spain. This posed two problems for the EC

10: that of modernising traditional industries fac-
ing new competition with low labour costs; and
the need to slow the rural exodus, which was
causing irredeemable population loss in certain
regions.

European decision-makers quickly saw the ben-
efits to be had in rethinking local development.
They would be able to offer a new future to
regions feeling left behind or threatened by the
successes of European integration. Most of these
regions were areas of industrial restructuring and
rural decline, eligible for “objectives 2 and 5b* of
cohesion policy between 1989 and 1999.




Programmes of a somewhat experimental
nature

Partly because of its innovative aspect and the
specific nature of its beneficiaries, local devel-
opment in the 1990s was a myriad of some-
what experimental programmes: innovative
actions, pilot projects, community initiative
programmes. At first closely associated with
economic and social cohesion, support for local
development later focused on unemployment
reduction and social inclusion. Its programmes
were co-financed by the ERDF (European Region
Development Fund), the ESF (European Social
Fund) or the European Agricultural Guidance and
Guarantee Fund (EAGGF), depending on the area,
the groups involved and the objective. These pro-
grammes accounted for up to 5% of the annual
structural-fund budget.

Atthe end of the 1990s political leaders began to
turn away from localdevelopment, seen as media-
unfriendly. The new policy priorities changed due
to the impending EU enlargement, a concern
about focusing on the knowledge economy, and
the lessening problem of unemployment.

Merseyside Pathways, UK

From 2000, support for local development
became almost exclusively the preserve of three
EU programmes, of a more sectoral nature: URBAN
for regional policy, EQUAL for social policy and
employment, and LEADER for rural development

policy.

Along with the succession of these programmes,
the overall situation became more uncertain and
complicated. The small number of projects and
the lack of political support caused local develop-
ment to lose its avant-garde character in relation
to other regional programmes. There were fewer
opportunities for local groups and other regional
organisations running projects. Eligibility criteria
increasingly focused on economic competitive-
ness; candidates often perceived strict finan-
cial constraints as disproportionate to the sums
involved; the absence of methodological support
at the European level provided little incentive for
new regions to become involved. The changing
transnational and interregional elements of the
INTERREG programme, which became the “terri-
torial cooperation objective” in the 2007-13 pro-
gramme, illustrates this situation well.

What role has local development played in European

regional development?

In 1994 the Commission laid out explicitly what it
expected from local development, in the form of
a list of objectives within the framework of cohe-
sion policy. It must:

e make decision-makers aware of the impor-
tance of small-scale investment and non-
material factors in regional development,
and thus tilt the balance away from heavy
infrastructure in European intervention;

e emancipate local people by giving them
the means to shape their own future, and
help them to take a full part in European
integration;

e accelerate learning about sustainable
development at the lowest level of govern-
ment, by encouraging imitation in other
similar regions and at higher levels of gov-
ernment (provincial, regional, national).

Subsequently, the effects of local development
were often analysed in evaluation reports. These
identified its content but struggled with the
small scale of projects, the difficulty of finding a
standardised approach, and more generally the
impossibility of subjecting local development to
traditional analysis of economic benefit. A 2004

1 Cohesion policy includes a number of “objectives” corresponding to specific regional situations. Their numbering and content has
sometimes changed but in general “objective 1” indicates the least developed regions, with a GDP/inhabitant of less than 75% of the
European average. Between 1989 and 1999, “objective 2” targeted areas of industrial restructuring and “objective 5b” declining rural areas.




study, covering the LEADER programme, sums
up well the various positive impacts discovered:
a better use of local resources, an increase in
social capital, interactive learning, skills acquisi-
tion, progress in local and regional governance,
increased effectiveness in programme implemen-
tation and management of funds.

More generally, at the micro-economic level, local
development allows a local society and economy
to overcome market failures, to improve regional
capital and local skills, and to take responsibil-
ity. It has positive repercussions on quality of
life, local amenities, local social cohesion, and
democracy.

At the macro-economic level, the benefits of local
development are apparent over the long term.
Thus the capacity of certain economies to with-
stand the bursting of the IT bubble at the turn of
the century was arguably due to choices inspired

Dundalk area partnership, Ireland

by 1990s local-development theory — for exam-
ple, Asturias in Spain, or the west of Ireland. The
growing attractiveness of some rural areas which
had previously seemed lost causes can also be
linked to the catalysing effects of local develop-
ment — for example France’s Limousin and Midi-
Pyrénées regions, or Portugal’s Algarve. This is
also the case (even if other factors were involved)
of certain former industrial towns once stigma-
tised as ungovernable, and for which the term
“shrinking city” was invented — examples being
Liverpool (UK) or Leipzig (Germany).

In summary, experts see significant added value
in local development to the extent that it offers
a framework for understanding new means of
development, solving small-scale development
problems, improving governance, increasing the
effectiveness of cohesion policy and promoting
cooperation between regions.

What lessons can be drawn on the best support policies?

The key conditions for success

As with the discovery of treasure, researchers
have asked two questions about the “invention”
of local development. Why in one place and not
elsewhere? And how can this quasi-spontaneous
phenomenon be extended?

Answers can be found in an abundant compara-
tive literature on success factors for projects
and on the optimal content of a policy of main-
streaming. This material has inspired numerous
European and national programmes, which in turn
have fed the research.

Backed up by this exchange between research
and practice, experts today agree on the ideal
characteristics of policy to encourage local devel-
opment. It must:
e clearly define the target objectives for the
region in question;
e divide tasks equitably between tiers of
government and stakeholders;

e guarantee local people and project lead-
ers methodological and technical sup-
port.

For a given group, project or region, success
will depend on the presence of several factors:
committed human resources; a dedicated sup-
port structure granting participants a means to
act and acquire skills; specific financial instru-
ments; a cooperative attitude and a climate of
trust; a wide multi-sectoral partnership; commit-
ted actors and political leaders; and a clear divi-
sion of work between the partners.

Although it appears wide-ranging and abstract,
this list can be found almost entirely (and today,
uniquely) in the regulations of LEADER axis
4 of the European Agricultural Fund for Rural
Development (EAFRD) and FARNET axis 4 of the
European Fisheries Fund (EFF) for the period
2007-13.
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A difficult mainstreaming

Researchers and project managers have always
been concerned with how to mainstream local
development — that is, how to move from proto-
type to assembly line, or to increase the scale
and number of local initiatives while standardis-
ing their methodology.

In twenty years there has been no shortage of
attempts, but success has been illusive. The
largest and most complete effort at mainstream-
ing was the series of regional employment pacts
launched in 1997 to give new impetus to regional
development. With resources of € 1.6bn over 2
years, of which € 480M from the three structural
funds (ERDF, ESF, EAGGF-Orientation), they led to
the creation of 54 400 jobs. However, the option
on offer in the menu of regional development
programmes from 2000 was mostly not chosen
by member states and the pacts did not lead to
large-scale mainstreaming. They remain present
in the Austrian programmes.

Cserehat, a border micro-region of Hungary

Sometimes regions and member states have
taken over programmes launched at the European
level, forexample rural development programmes
(Proder in Portugal and Spain, POMO in Finland)
or area partnerships (Ireland). In France, the cre-
ation of pays and their contracts fall into this cat-
egory. But after a few years a certain weariness
has appeared, manifested in less attention given
to methodology and a tendency towards manage-
ment at the expense of innovation.

During the two recent programmes (2000-2006
and 2007-2013), given the termination of certain
innovative actions and European initiatives, the
EU has made efforts to hand back local develop-
ment to the national and regional levels. Most
experts agree that this has been a failure, char-
acterised by a dilution of the original idea, a loss
of visibility and fewer interventions, as much for
urban areas (URBAN) as for jobs and social inclu-
sion (EQUAL).

What future for local development?

A poor economic context, paradoxically an
opportunity

It is a paradox that the economic downturn cre-
ates an opening that could be profitable for local
development. Already, the property and banking
crises have influenced the public debate, boost-
ing the idea that human well-being and the envi-
ronment might be measured as part of the wealth
of nations. They have also revealed once again
the continued economic marginality of regions
on the periphery of globalisation. There have
been several recent proposals forindicators more
advanced than those of the UNDP and for a more
thorough analysis of the negative externalities
of agglomerations. If these instruments were to
come into effect, they would represent a solid
basis, hitherto lacking, for discussing the pros
and cons of a locally-based economy and a re-

localisation of production to certain regions. The
political and technical legitimacy of local devel-
opment could then grow.

Although a poor candidate for standardisation
and systematisation, in times of crisis and high
unemployment local development continues to
produce the same positive outcomes for which
it became known. This is surely an avenue to be
explored for helping to boost regions and towns
hard hit by economic downturn, without regard to
how long their countries have been EU members.
Certain stubborn problems in Central and Eastern
Europe cannot be solved simply by an emphasis
on innovation and technology, just like those
encountered in the 1980s and 90s in isolated
rural areas and poor urban neighbourhoods of
the EU15.
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Overthe last three decades local development has
demonstrated a remarkable capacity to adapt to
its context. This facility could today be called upon
when facing new challenges relating to the envi-
ronment, energy, demographics or technology.

Finally, in a context of increasingly tight public
finance, a low-cost approach is surely attractive,
even one that is demanding in terms of human
resources. Moreover, it is generally accepted
that local development is an instrument which
strengthens the effectiveness and efficiency of
publicintervention in general and European struc-
tural funds in particular.

An instrument to help the transition to a new
economic cycle

The outlook for economic recovery in Europe is
uncertain. However, with the Europe 2020 strategy
launched last spring, the EU has set out objectives
for the next decade’s economic and social devel-
opment. Support for local development could find
its place here.

Europe 2020’s emphasis on information and com-
munication technologies could help accelerate
two promising developments for local develop-
ment. First, the internet has allowed the aggrega-
tion of small-scale demand at the world level and
an increase in supply lifetime, thereby changing
considerably the profitability threshold for local

products and services. The possibility for con-
sumers to interact with suppliers gives a new
opportunity to isolated regions and their econo-
mies, in particular in tourism and culture.

Second, the development of virtual communities
seems to be inspiring certain young people with
local development by means of geographically
focused initiatives, such as www.fixmystreet.com
or www.la27eregion.fr. Their interests, ideas and
ways of working make them a source of vitality for
the future of local development.

The best solution today seems to consist of a bet-
ter coordination of existing local-development
programmes at European level, together with
stronger encouragement for ERDF and ESF inter-
vention in the form of a compulsory minimal
allocation in regional development programmes,
along with methodological support.

A final argument should be taken into account,
and not an unimportant one for those who seek
to strengthen European citizens’ attachment to
the EU. A package of measures to support local
development which accounts for 5% of European
regional development funds (ERDF, ESF, EFF,
EAFRD) could affect one European in two. This way
nearly 250 million citizens would see first-hand
how the EU can help towards concrete achieve-
ments in which they themselves play a part B
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