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Public investment across levels of government
Why is governance so complex for public investment?
 Sub-national governments are responsible for almost 60% of total public
investment across the OECD (2013)

Source: OECD National Accounts

Issue 1: Integrated investment strategy tailored to different places
Why is it important?
•
•
•

Regions differ in their performance and growth rates and these differences persist over
time.
A small number of large cities contribute disproportionately to growth, BUT many smaller
and lagging regions also make important and vital contributions to national growth.
Drivers of growth vary across regions and capacity needs and bottlenecks differ from region
to region => a place-based approach is needed
Contribution of TL2 regions to growth in the
OECD, 1995-2007

By 4% of the regions

By 96% of the regions

Source: OECD (2011), Regional Outlook

Issue 1: Integrated investment strategy tailored to different places
Why is it important?
 Difference in local and national needs appears as a major governance challenge for SNGs
Major challenge

Somewhat of a challenge

Excessive administrative procedures and red tape

53%

Lenghty procurement procedures

37%

50%

Local needs are different from those given priority at central level

36%

42%

Lack of long-term strategy at central level

42%

37%

41%

Co-financing requirements for central government/EU are too high

33%

46%

Lack of coordination across sectors

33%

45%

Lack of political will to work across different levels of government

36%

Lack of incentive to cooperate across jurisdictions

34%

42%

Lack of joint investment strategy with neighbouring SNGs

35%

40%

Multiple contact points (absence of a one-stop shop)
Lack of (ex-post) impact evaluations
Ex-ante analyses not adequately take into account the full life-cycle…

41%

32%

40%

26%

44%

24%

45%

Monitoring not used as a tool for planning and decision making

25%

42%

Insufficient involvement of civil society in the choice of projects

25%

40%

Ex-ante analyses/appraisals not consistently used in decision making

24%

42%

Lack of long-term/strategic planning capacity

25%

40%

Lack of adequate own expertise to design projects

21%

No relevant up-to-date data available at local level

19%

Source: OECD (2011), Regional Outlook

35%
34%

Issue 1: Integrated investment strategy tailored to different places
Why is it important?
 Lack of co-ordination across sectors to exploit possible complementarities of investment
projects appear as a major challenge, specially for SNGs
Major challenge

Somewhat of a challenge

Inter-municipal cooperation bodies

45%

36%

Regions

44%

37%

Large municipalities (> 50.000 inhab)

30%

Small municipalities (< 50.000 inhab)

29%

Counties

20%

51%

45%

56%

Source: OECD (2011), Regional Outlook

Issue 1: Integrated strategy tailored to different places
Key messages
Importance of integrated approaches which combine different policy areas, ensuring
they are adapted to the needs and circumstances of different regions.
 Design and implement investment strategies tailored to the place the investments
aim to serve
 Seek complementarities and reduce conflicts among sectoral strategies
 Encourage the production of data at the relevant sub-national scale
Number of OECD countries which have explicit national
framework to support urban and/or rural development in all
or some areas:
19

a.

No framework for urban or rural area

b.

The country has rural or urban framework that may be mobilized to
guide investments

4

The country has both, rural and urban frameworks that may be
mobilized to guide public investment

No targeted
framework

c.

9

The country has The country has
rural or urban rural and urban
framework
framework

Issue 1: Integrated strategy tailored to different places
Key messages
•

Shift on how OECD countries approach regional policies: from traditional regional policies
to a new paradigm focusing on competitiveness and well-being and working with regions to
unlock growth potential

Source: OECD (2009), Regions Matter: Economic Recovery, Innovation and Sustainable Growth, OECD Publishing

Issue 2: Vertical co-ordination across levels of government
Why is it important?
 In all contexts, but co-ordination needs grow with decentralisation
 Vertical co-ordination is also perceived as a major governance challenge by SNGs
Major challenge

Somewhat of a challenge

Excessive administrative procedures and red tape

53%

Lenghty procurement procedures

37%

50%

Local needs are different from those given priority at central level

36%

42%

Lack of long-term strategy at central level

42%

37%

41%

Co-financing requirements for central government/EU are too high

33%

46%

Lack of coordination across sectors

33%

45%

Lack of political will to work across different levels of government

36%

Lack of incentive to cooperate across jurisdictions

34%

42%

Lack of joint investment strategy with neighbouring SNGs

35%

40%

Multiple contact points (absence of a one-stop shop)
Lack of (ex-post) impact evaluations
Ex-ante analyses not adequately take into account the full life-cycle…

41%

32%

40%

26%

44%

24%

45%

Monitoring not used as a tool for planning and decision making

25%

42%

Insufficient involvement of civil society in the choice of projects

25%

40%

Ex-ante analyses/appraisals not consistently used in decision making

24%

42%

Lack of long-term/strategic planning capacity

25%

40%

Lack of adequate own expertise to design projects

21%

No relevant up-to-date data available at local level

19%

35%
34%
8

Source: OECD –CoR Survey (2015)

Issue 2: Vertical co-ordination across levels of government
Tools for co-ordination

 Several tools can be used to strengthen coordination across levels of
government to enhance investment outcomes :
 Co-financing arrangements/matching grants
 Contracts between levels of government
 Formal consultation processes or regular dialogues
 National agencies or representatives working with SNGs

Colombia’s contratos plan is a governance tool that helps align investment agendas at
the national and local level, improving accountability and transparency and providing
subnational authorities with capacity building. The parties commit to co-ordinate their
investment agendas among sectors and across tiers of governments. They agree to deliver
their interventions within a given timeline.
Source : OECD (2014), OECD Territorial Reviews: Colombia 2014, OECD Publishing

Issue 2: Vertical co-ordination across levels of government
Tools for co-ordination
Vertical co-ordination instruments to support regional investments
The country has a mechanisms to ensure co-ordination
across levels of governments: RDAs, national
representatives appointed in SNGs, and contracts or
agreements
a.

None of these

b.

At least one of these mechanisms

c.

At least one of these mechanisms involving several sectors

16

13

3
None of these

At least one of
these
mechanisms

At least one
mechanism
involving many
sectors

Multi-level dialogue to define investment priorities for regional development
The country conducts regular dialogue(s) between national
and sub-national levels on regional development policy
including investment priorities
a.

No platform to conduct regular dialogue

b.

Formal or ad hoc platforms to dialogue on regional
development and investment priorities

c.

The platform for dialogue has decision-making authority

18
5
No regural
dialogue

9
Formal or ad hoc The platform has
platform for decision-making
dialogue
authority
10

Issue 2: Vertical co-ordination across levels of government
Key messages
 Co-ordination is necessary to:
 Bridge fiscal, information or policy gaps

 Identify investment opportunities and bottlenecks
 Manage joint policy competencies
 Minimise overlapping and cross-purposes investments
 Ensure adequate resources and capacity
 Create trusts among actors across levels of government

Issue 3: Horizontal co-ordination across jurisdictions
Why is it important?
•

The small scale of SNGs 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

According to an OECD survey, 2/3 of countries find that municipal views
prevailing over regional/functional scale is a challenge in managing public
investment

Issue 3: Horizontal co-ordination across jurisdictions
Why is it important?
 Co-ordination across SNGS appears as a major governance challenge for SNGs

Lack of incentive to cooperate across jurisdictions
Major challenge

Somewhat of a challenge

Inter-municipal cooperation bodies

41%

Regions

38%

Large municipalities (> 50.000 inhab)

38%

Small municipalities (< 50.000 inhab)

29%

Counties

28%

Source: OECD –CoR Survey (2015)

41%

41%

38%

45%

40%

Issue 3: Horizontal co-ordination across jurisdictions
Tools for co-ordination: focusing on metropolitan areas
•

A solution to fragmentation: governance bodies in OECD metropolitan area
Number of metropolitan governance structures (Metro Authorities)
created or reformed in the OECD
50

Governance Bodies by Type
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Source: OECD Survey on Metropolitan Governance
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Issue 3: Horizontal co-ordination across jurisdictions
Tools for co-ordination
Horizontal co-ordination across jurisdictions for local investments
The country has formal horizontal mechanisms or incentives between sub-national governments
to co-ordinate public investment

a.

No mechanisms

b.

Formal horizontal co-ordination mechanisms at the municipal level

c.

Formal horizontal co-ordination mechanisms at the municipal level and other sub-national levels (state,
regions)

Among municipalities in general

29

Among municipalities in metropolitan
areas

17
13

Among urban and rural municipalities
(i.e. rural-urban partnerships)

17

11

1

No co-ordination

Horizontal coordination at the
municipal level

Horizontal coordination at the
municipal level and
other sub-national
levels

Among regions/counties
Among international cross-border
regions

15

20

Issue 3: Horizontal co-ordination across jurisdictions
Key messages
Practices which have helped the management of infrastructure investment in SNGs
Somewhat

Significantly

Improved medium-term planning for infrastructure investment

45%

External support for designing projects

47%

Improved cooperation with neighbouring local governments

18%

42%

Simplification of procurement procedures

17%

38%

More rigorous selection criteria for investment projects

20%

40%

Use of performance monitoring tools to assess the…

16%

41%

Reduction of administrative/regulatory requirements

10%

31%

Improved information and support from national government

Establishment of a central coordination unit

20%

44%

Increased stakeholder engagement at an early stage

More favourable regulatory framework for PPPs/concessions

22%

18%

35%
24%
18%

15%
11%
15%

Issue 3: Horizontal co-ordination across jurisdictions
Key messages
Annual average GDP per capita growth, 2000-2010

 Less fragmented
metropolitan areas have
experienced higher
growth

Source: Ahrend et al (2014)

Council Recommendation on Effective Public
Investment across Levels of Government

Pillar 1
Co-ordinate across
governments and policy
areas

Pillar 2
Strengthen capacities
and promote policy
learning across levels of
government

Pillar 3
Ensure sound framework
conditions at all levels of
government

• Invest using an integrated strategy tailored to different places
• Adopt effective co-ordination instruments across levels of government
• Co-ordinate across SNGs to invest at the relevant scale

• Assess upfront long term impacts and risks
• Encourage stakeholder involvement throughout investment cycle
• Mobilise private actors and financing institutions
• Reinforce the expertise of public officials & institutions
• 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

Conclusion: Addressing challenges for Effective Public
Investment across Levels of government

• OECD has identified concrete tools and good practices
on MLG.
• OECD-CoR survey has highlighted challenges, gaps and
areas for improvement, particularly link between
budgeting and planning
• An OECD toolkit is being developed to help countries
design, implement and evaluate their strategies
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