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Subnational governments organisation in the
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The Governance system of SNGs: a fragmented
and evolving picture
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OECD:

138 538 subnational governments in 2014-2015

* 133 900 municipal-level entities
* 4 111 intermediary-level entities
* 527 regional or State-level entities
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Unitary countries
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The United States and France account for 55% of all
subnational governments in the OECD.
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Subnational governments (SNGs) are key
economic actors in the OECD and EU
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SNGs expenditure by economic function
The importance of education, health and economic development

M Education ® Health = General Services ® Economic Affairs ® Social protection = Other*
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SNGs are key economic actors in the OECD and the EU
SNGs expenditure represent 40% of public spending and 16.7% of GDP
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The territorial organisation is constantly changing

Demographic factors

“Functional

territory”

Public finance and

management Socio-economic factors




All subnational government levels are affected by the
territorial reforms

Regional level

Intermediary level
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Municipal population and area: great variations between
OECD countries

Average population per municipality (2014-15) Average municipal area (km2, 2014-15)
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Some examples of mergers policies in the OECD and EU
since 1950

B Number of municipalities before the reform

= Number of municipalities after the reform

B Number of municipalities in 2014-15 Recent or on-going

policies:
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*  Turkey (March 2014)
* Ireland (May 2014)
*  Austria (Styria /
January 2015)
Norway (gradual, on-
going until 2017)
*  Northern Ireland
(from 1 April 2015)
Finland (gradual, on-
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Luxembourg (gradual,
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Administrative fragmentation of metropolitan areas

Index of municipal fragmentation in metropolitan areas in the OECD, 2012
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Metropolitan governance reforms since 1951

Number of metropolitan governance structures created of reformed in the
OECD by decade

1951-1960 1961-1970 1971-1980 1981-1990 1991-2000 2001-2010




All subnational government levels are affected by the
territorial reforms

Intermediary level
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Regional size in the OECD

Average demographic and geographic size of OECD regional
governments
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Regional size and economic performance
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The question of regional size

Size of regional government budget in 2012 (expenditure as a % of GDP)
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All subnational government levels are affected by the
territorial reforms

jonal level

Intermediary level

State deconcentrated administrations
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Subnational direct investment as a % of public direct investment (2013)

B Central government and social security
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Share of public investment in GDP and share of SNGs in
public investment in the OECD countries

Public investment as a % of GDP
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Priority sectors for subnational investment in the OECD

Most of the subnational public investment goes to areas of critical importance
for future economic growth, sustainable development and citizens’ well-being

Breakdown of subnational direct investment by economic function
in the OECD (2012)

Other
(health, social protection, etc.)
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9% . .
Economic affairs
(including transport,
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construction, economic

development)

General public services

Housing & Community
amenities

Environment

Education




Crisis, stimulation and consolidation plans: impacts on
SNGs revenue (2000 - 13)
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Impacts on central government grants and subsidies to
SNGs: a sharp decrease in a majority of EU countries

Change in grants and subsidies revenue of SNGs between 2009 and 2013
(% Annual average change in real terms)
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Crisis, stimulation and consolidation plans: impacts
on SNG expenditure (EU, 2000-13)
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Impacts on staff expenditure: a sharp drop in a majority
of EU countries

Change in SNGs staff expenditure between 2009 and 2013
(% Annual average change in real terms)
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Impacts on SNGs investment: very strong reductions in
several OECD countries

Average annual growth rate 2009-2013 (% in real terms)
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The investment challenge is not on the supply side, but on the ways to
match it with the demand side
Governance challenges are under-estimated

= Why does investment remain so low under such low interest rate?

- No straightforward link between monetary policy and investment — many
parameters come into play (fiscal rules, trust, currently “wait & see”
mode, regulatory challenges that impede investment)

Greater focus on governance needed (not just financing)

» Investment challenges go well beyond the financing dimension of
investment

» Not a problem of supply of capital, but a problem to match it with the
demand side

» + under-estimation of governance challenges, notably at the sub-
national level

» Governance of public investment is inherently fragmented

» ...which raises important coordination and capacity challenges




How does the OECD address the challenges linked to multi-level
governance of investment?
OECD Recommendation on Effective Public Investment Across Levels of

Government
Pillar 1 * Invest using an integrated strategy tailored to different places
Co-ordinate across » Adopt effective co-ordination instruments across levels of
governments and policy government
areas « Co-ordinate across SNGs to invest at the relevant scale
Pillar 2 » Assess upfront long term impacts and risks

o » Encourage stakeholder involvement throughout investment cycle
Strengthen capacities . . . T
and promote policy . Mo.blllse private acto.rs and fmgncmg .|nst|tu'-uon.s _
learning across levels of * Reinforce the expertise of public officials & institutions
government  Focus on results and promote learning

» Develop a fiscal framework adapted to the objectives pursued
* Require sound, transparent financial management
* Promote transparency and strategic use of procurement

« Strive for quality and consistency in regulatory systems across
levels of government

Pillar 3
Ensure sound framework

conditions at all levels of
government




Example principle 3
Co-ordinate across sub-national governments to invest at
the relevant scale

Rationale: The small scale of sub-national governments and the potential mismatch
with functional areas raises concerns for investment (e.g. insufficient scale, lower
returns, competing investments, investments not adapted to the functional area)

Sub-national

governments are
often fragmented
and don’t match
functional areas

ACTIONS




Implementing the OECD Recommendation
Toolkit to support countries, regions and cities for peer learning and

capacity building

EFFECTIVE PUBLIC INVESTMENT TO Q L K'T % <
ACROSS LEVELS OF GOVERNMENT

Platform with practical guidance

Good practices and recent development s in countries
Country profiles with data & indicators

Checklist and self assessment tools

In-depth case studies or chapters in reviews

What are the objectives?

Peer learning: Disseminate examples of good
practices

Capacity building: help all levels of government
diagnose capacity challenges for investment

Monitoring: Provide comprehensive picture of multi-
level governance of public investment in countries and
see how it evolves over time.

CO-ORDINATING
STRENGTHENING
ENSURING

A SOUND, MULTI-LEVEL APPROACH
TO PUBLIC INVESTMENT
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http://www.oecd.org/effective-public-investment-toolkit/

E.g. Roundtable
of
Mayors
and Ministers

Contribute to the
international

debate on key issues
for Subnational
Governments

E.g.: Coordination
and Capacity for
Public Investmen

T

Adopt
appropriate
tools for

@) OECD
Recommendation of the Council on

Effective Public Investment Across
Levels of Government

coordinating
with other
stakeholders

Iedopted on 12 Miarch 2014

Identify their
strengths and

weaknesses and
their evolution

Cities and Regions, as well as Central Governments,
are invited to dialogue with the OECD to:

E.g.: Measuring and
comparing

egionat an
Well-Being

for Policy-Making

oCa

Design efficient

strategies for
inclusive and
sustainable

development

Share
implementation
experience with

peers and adapt
good practices

E.G : Territorial
Review at the
Regional, Local
or Metropolitan
level

) ===

E.g.: Club of Cities
sharing their Green
Growth experience



http://www.keepeek.com/Digital-Asset-Management/oecd/urban-rural-and-regional-development/green-growth-in-cities_9789264195325-en
http://www.oecd.org/urban/roundtable/

>> THANK YOU!

More information : www.oecd.org/qov/reqgional



http://www.oecd.org/gov/regional

