Policy Shaping

and Policy Making:

THE GOVERNANCE
OF INCLUSIVE
GROWTH

&) OECD







TABLE OF CONTENTS

A shift towards Inclusive Growth
The OECD work on Inclusive Growth

The governance underpinnings of Inclusive Growth

Policy making for Inclusive Growth: An integrated governance approach

Towards a strategic policy cycle

The case for a whole-of-government approach

Building a shared vision

Managing trade-offs and shaping actions for impact

Promoting government accountability for Inclusive Growth

Making service delivery more inclusive: improving access and reach
Closing the policy cycle: evaluation, accountability and learning

Towards better policy making for Inclusive Growth

Shaping outcomes that matter most

Engaging stakeholders and preventing capture

Shaping vision and delivery through stakeholder engagement
Leveraging tools for engagement, from information to co-creation

Addressing the challenge of engagement

Shaping better outcomes through an inclusive public sector workforce

Mainstreaming inclusive policy making for Inclusive Growth

10
13

13

26
29
30
38
46
49
57

61

66
67
73
78
88
95
98



TABLE OF CONTENTS (CONTINUED)

Table 1.

Table 2.

Figure 1.
Figure 2.
Figure 3.
Figure 4.
Figure 5.
Figure 6.
Figure 7.
Figure 8.

Figure 9.

Figure 10.

Figure 11.

Figure 12.
Figure 13.

Figure 14.

Figure 15.

Figure 16.

Figure 17.

Including Inclusive Growth considerations in
budget impact assessments

Ex post evaluation of Inclusive Growth policies

Income inequality in OECD countries

Income growth for selected social groups

A Shift towards Inclusive Growth

Governance implications of Inclusive Growth policies

Policy making and policy-shaping for Inclusive Growth

A strategic policy cycle for Inclusive Growth

The OECD well-being framework

Regional disparities in life expectancies at birth

Types of impacts integrated into RIA (December, 2014)
Inclusive Institutions help shape Inclusive Growth outcomes

When do consultations happen on primary and subordinate
regulations? (2014)

Levels of stakeholder engagement
Types of consultation in regulatory policy (December, 2014)

Strengths and weaknesses of engagement mechanisms:
Examples from the water sector

Use of social media in OECD countries

Obligation of regulators to provide feedback on comments
(December, 2014)

Share of central government jobs filled by women,
by occupation groups (2010)

39
58

10
11
12
16
18
28
31
35
43
66

75
78

79

82
86

93

97



Box 1.
Box 2.
Box 3.
Box 4.

Box 5.

Box 6.

Box 7.
Box 8.

Box 9.

Box 10.
Box 11.
Box 12.
Box 13.
Box 14.
Box 15.

Box 16.

Box 17.

Box 18.
Box 19.

Box 20.

Box 21.

Governance matters for achieving Inclusive Growth

Policy levers and Inclusive Growth

Key National Indicators in budgeting: France and New Zealand
Using well-being metrics in policy making

Towards holistic evaluation of expenditure:
Ireland’s Public Spending Code

Building incentives for agility
and collaboration in Alberta, Canada

Life Events approach to service delivery
Co-producing better health outcomes

Denmark’s strategy for improved service delivery:
Digital Welfare and Open Government Data

Integrated service delivery in New Zealand

Stakeholder engagement as a new paradigm of policy making
Defining state, regulatory and policy capture

Examples of national policies shaped by stakeholder engagement
Participative budgeting in Paris

Finland’s Living Lab environments

Examples of formal regulatory consultation with
social partners

Community-based approaches to Open Government Data
in OECD countries

Spanish National Police: Inclusive use of social media
Examples of gender-sensitive stakeholder engagement practices

Examples from Ireland and The United Kingdom

The Life-Cycle Oriented human resources policy of the
German Employment Agency

14
27

36

41

48
51

53

77

81

84

87

91

96



EXECUTIVE SUMMARY

Public governance plays an important role in delivering

Inclusive Growth

Slow growth, high unemployment and widening inequalities have placed
Inclusive Growth at the heart of the policy debate in many parts of the world.
Central to this debate is the ability of governments to put in place policies that
deliver stronger economic growth together with better sharing of the benefits
of increased prosperity among social groups. These benefits go beyond income
to include inclusive outcomes across the different dimensions that matter for
societal well-being, not least jobs and health.While many tools and processes
are already available for policy makers, a more co-ordinated approached is
needed to strengthen public governance in pursuit of Inclusive Growth objec-
tives.

Public governance, through the principles and mechanisms driving decisions,
underpins sound, sustainable policy making for Inclusive Growth. The multi-
dimensional nature of Inclusive Growth calls for capacity to deal with complex
problems and to ensure strong levels of policy coherence. This, in turn, requires
new approaches to policy making that enable the analysis of complementarities
and trade-offs across policy sectors and levels of governments and encourage
joined-up delivery (Chapter 1).

Pursuing Inclusive Growth outcomes requires a whole-of-government approach
that aligns vision, incentives and delivery mechanisms across the policy-mak-
ing cycle. A strong centre of government, medium-term budgetary consider-
ations, and comprehensive ex ante and ex post assessment tools able to shed
light on the distributional impact of policies are among the key requirements
for policy making for Inclusive Growth (Chapter 2). At the same time, inclusive
institutions are essential for shaping policies that are closer to society’s nees.
Openness and accountability in decision-making ensure that the needs, pref-
erences and concerns of stakeholders, including underserved populations, are
reflected in decision making. By the same token, efforts to prevent capture, so
that decision-making reflects collective, rather than special, interests, contrib-
ute to achieving Inclusive Growth objectives (Chapter 3).



Policy making for Inclusive Growth aligns design, delivery and
accountability for joined-up outcomes

Many countries are already developing frameworks to identify multidimen-
sional policy objectives, but their use in policy making remains limited, at both
the national and subnational levels. For example, well-being-based frameworks
allow for policy objectives to be defined on the basis of the aspects of life that
matter for people’s satisfaction, including income, jobs and health as well as
social capital and participation in public life. However, translating these mul-
tidimensional objectives into concrete deliverables requires joined-up efforts
that cut across policy areas and require the ability to deal with complexity and
co-ordinate actions across administrative boundaries and levels of government.

The centre of government plays a strong convening and steering role which is
essential in such a multidimensional framework. However, the centre’s de-
gree of influence varies significantly across countries, with only a minority
exercising high influence over line ministries. There is potential to enhance
this leadership and co-ordination role, so that performance and accountability
mechanisms can transcend administrative silos and focus on concerted action
for Inclusive Growth outcomes.

There has been much progress in many countries to bolster the evidence base
for policy making, but room for improvement remains. A number of govern-
ments already use Key National Indicators to guide priority setting and policy
design. However, information gaps need to be filled, including on the distribu-
tional impacts of policies across different social groups and locations, so that

a broader set of existing and new indicators can be identified to inform policy
design and reinforce government’s capacity to implement for Inclusive Growth.

Several policy instruments are available for aligning Inclusive Growth objec-
tives with resource allocation mechanisms over different time horizons. They
include medium-term expenditure frameworks and performance-related
budgeting, as well as evaluative tools, such as budget and regulatory impact
assessments, and expenditure appraisals for both current and capital spending.
These instruments are already used widely in many countries, but they can

be used in a more concerted, systematic way to allow for identifying trade-
offs, complementarities and evaluations of impacts on a wide variety of social
groups. Further leveraging these tools, through guidelines, methodological
frameworks and capacity building, is particularly important.



New approaches to service delivery, including social innovation, co-production
or digital welfare, are especially useful for attaining Inclusive Growth objec-
tives and can be used more widely. These approaches offer opportunities for
maximising access, reach and quality of public services while empowering ben-
eficiaries and communities. Attention is nevertheless needed to enable tech-
nology, partnerships and innovation to work together, as well as to strengthen
the evolving set of competencies required from the public sector. Key among
these competencies are strategic planning, partnership management, including
through better data on access to services, and approaches to ensure that part-
ners remain accountable for performance in reaching for shared public policy
objectives.

Strengthening available evaluation techniques and extending them into broad-
er reaches of public policy, social as well as economic, are essential to assess
and communicate progress in delivering Inclusive Growth outcomes, and to
know and understand what works and what does not. In addition, work re-
mains to be done to promote a holistic approach to evaluation that integrates
ex ante and ex post dimensions, as well as inputs for a broad range of institu-
tions, including independent bodies. In particular, multidimensional ex post
evaluations have a role to play in bolstering accountability for Inclusive Growth
outcomes and generating lessons and insights that can inform further policy
developments.

Inclusive institutions are essential for shaping Inclusive Growth
policies and outcomes

Countries are increasingly mainstreaming consultation and engagement at
different stages of the policy-making cycle. Efforts in this area, which include
open government initiatives more broadly, can lead to more effective policies,
better targeted services and stronger accountability. Despite important advanc-
es, challenges remain, including underrepresentation of relevant stakeholders,
inadequate timing of consultations (too late in the process), incomplete pro-
cesses (no feedback) and weak administrative capacity to carry out participato-
ry processes. More evidence on the performance of engagement in supporting
inclusive policy making is also needed.



Averting policy capture is a crucial element to achieve and sustain Inclusive
Growth. Governments are making progress in this area, which goes beyond the
pursuit of Inclusive Growth objectives, and have much to gain from continued
action to secure unbiased and inclusive policy making, including by increasing
transparency and integrity in lobbying and conflict of interest management.

Despite laudable initiatives in many countries, more action is needed to make
the public sector more inclusive. An inclusive public sector can better represent
and address the needs of society, while offering greater opportunity and capi-
talising diversity to boost public sector engagement and innovation.

The building blocks for policy making and policy-shaping for Inclusive Growth
are present, to various degrees, across OECD countries. The principal challenge
1s to align these building blocks into an integrated framework that sets a new
vision for the public sector and enables the delivery of ambitious, whole-of-gov-
ernment policies for Inclusive Growth outcomes.
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A SHIFT TOWARDS INCLUSIVE
GROWTH

Inclusive Growth:
definition

The OECD considers Inclu-
sive Growth as “economic
growth that creates op-
portunity for all segments
of the population and
distributes the dividends of
increased prosperity, both
in monetary and non-mon-
etary terms, fairly across
society”.
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» Growing attention to Inclusive Growth' is motivated to a

large extent by rising inequalities in many parts of the world.
Indeed, income inequality has grown rapidly in OECD countries over the last
three decades: the income of the top 10% of earners is now around ten times
that of the bottom 10% on average in OECD countries, up from seven times
three decades ago (Figure 1) (OECD, 2015a)? The incomes of the poor and the
middle class have risen less rapidly than that of the better-off, and income gaps
have actually widened since the onset of the global crisis (Figure 2). Outside the
OECD area, in many countries, including China, India and Indonesia, increased
prosperity as a result of strong growth in gross domestic product (GDP) has
been accompanied by a concentration of income among the well-off, despite
drastic reductions in poverty (OECD, 2014a). Moreover, from the mid-1970s to
the period immediately preceding the crisis, the top 1% of earners accumulated
47% of total income growth in the United States, 37% in Canada and about 20%
in Australia and the United Kingdom (OECD, 2014b).

Figure 1. Income inequality in OECD countries?
Gini coefficients of income inequality, 1985 and 2013, or latest date available

Increase Little change Decrease
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Note: “Little change” in inequality refers to changes of less than 1.5 percentage points. Data for
some OECD countries are not available or comparable. Income is based on the distribution of the
equivalised disposable (i.e. after transfers and taxes) household income. Income refers to cash
income - excluding imputed components such as home production and imputed rents - regularly
received over the year. The analysis refers to the distribution among individuals, while keeping
the household as the unit within which income sources are pooled and equally shared. This
implies that the income of the household is attributed to each of its members, irrespectively of
who in the household receives that income. Data for the Czech Republic and Hungary refer to 1991
instead of 1985.

Source: OECD Income Distribution Database.




In addition to rising income inequality, the crisis has also led to a
marked increase in poverty in many OECD countries.

Between 2007 and 2011, anchored poverty (calculated by fixing the real low
income benchmark to pre-crisis levels) more than doubled in Greece, to 27%
of the population, and in Spain, to 18% of the population. There has also been
a shift in the age profile of the poor, with rising poverty rates among children
and especially youth (OECD, 2015a).

Figure 2. Income growth for selected social groups
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Trends in real household incomes at the bottom, the middle and the top, OECD average, 1985 = 1.

Note: Income refers to disposable household income, corrected for household size. OECD is the un-

weighted average of 17 countries (Canada, Germany, Denmark, Finland, France, United Kingdom,
Greece, Israel , Italy, Japan, Luxembourg, Mexico, Netherlands, Norway, New Zealand, Sweden and
United States).

Source: OECD (2015a).

But inequality is a multidimensional phenomenon that goes far
beyond income.

Employment, job satisfaction, health outcomes and educational opportunities
matter for people’s well-being and are heavily conditioned by socio-economic
status or even place-based considerations. In the wake of the crisis, disadvan-
taged groups, such as the young, have borne the brunt of increased unemploy-
ment, non-standard working arrangements have proliferated and around 8% of
the working-age population in OECD countries is currently affected by in-work
poverty. Within countries?, a difference in unemployment rate of 32 percent-
age points can be found between regions in the OECD area, almost twice as
high as the difference between the best and worst performing OECD countries.
Moreover, the most disadvantaged often live shorter lives and find it difficult to
break away from a vicious circle of educational underachievement, low skills
and poor employment prospects. By contrast, better educated individuals live
longer, on average six years more than their poorly educated peers (OECD,
2013a). Likewise, self-reported health status is higher among the top 20% of
income earners than for the bottom 20%°, and low-income individuals are
more likely to report unmet health care needs (OECD, 2014a).

«

A question of life
and death

Better-educated
individuals live on average
6 years more than their
poorly educated peers.
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» High levels of inequality can entail large costs.
Inequality is costly The relationship between growth and income inequality is complex: growth in
and can undermine material living standards affects income inequality but the reverse is also true,

growth so that the distribution of the benefits of growth matters for future prosperity.
Indeed, the increase in income inequality that has taken place in most OECD
The increase in income countries over the last few decades may have thwarted economic growth in
inequality observed in most | those countries (OECD, 2014c)®. In addition, high levels of inequality can en-
OECD countries may have tail large social costs, including those due to reduced social cohesion. Just as
thwarted economic growth importantly, rising inequalities can erode confidence in public institutions and
in those countries. undermine attachment to democratic processes and values. Indeed, levels of

trust in government have declined in recent years across many OECD coun-
tries, posing a challenge for policy in the years to come (OECD, 2013b).

To address these challenges, a shift is needed, as reflected

in ongoing OECD work.

Conventionally, policy analysis and advice have focused on improving the
population’s income and consumption possibilities as a standard gauge of per-
formance and have measured progress at the level of an “average” individual
or household. In other words, emphasising “average economic growth” (such
as GDP per capita) as a measure of performance relies on the assumption that
the benefits of growth will necessarily trickle down to all social groups and,
deliver higher welfare to people. Recent research has challenged this assump-
tion, calling for a shift from the traditional binary approach of either growth or
redistribution, to win-win policies where growth and equity go hand in hand
(Figure 3). Moreover, this shift is not only conceptual but also has practical im-
plications for every aspect of public policy, as will be outlined in the following
chapters. Finally, it is in line with the Sustainable Development Goals that will
drive development outcomes for the coming years, among which are to “pro-
mote sustained, inclusive and sustainable economic growth” and to “promote
peaceful and inclusive societies for sustainable development”.

Figure 3. A shift towards Inclusive Growth

Traditional Economics Economics of Inclusiveness

Focus on GDP as the key measure of success  Focus on material and non material living standards
Binary approach: either growth or equity Integrated policies: growth and equity

Focus on outputs (GDP per capita) Focus on outcomes (health, education, jobs)
Attention to the average Attention to different social groups and scales
Inequality (income gap) Inequalities (Income and well being)
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THE OECD WORK ON INCLUSIVE
GROWTH

The OECD has been working on the trends and policy drivers of
Inclusive Growth.

Three broad elements inform the OECD approach to Inclusive Growth: multi-
dimensionality, a focus on distributional considerations and policy impact. In
particular:

e Which growth? Multidimensionality recognises the importance of going
beyond income when assessing policy impact, to include dimensions which
also matter for people’s well-being and for their productive participation in
the economy and society, such as jobs and health. Indeed, growth in income
and material living standards may not lead to improvements in all dimen-
sions of well-being; in other words, increased material prosperity as a result
of economic growth may not necessarily translate into better non-income
outcomes, such as greater job satisfaction and higher life expectancy’.

e Whose growth? Performance is most commonly gauged on the basis of
“average” outcomes, or those that are measured for “representative” individ-
uals or households, rather than looking at the full distribution of outcomes
across social groups and regions or cities within countries. Instead, Inclusive
Growth stresses the need to assess policy impacts (on income and other di-
mensions of well-being) not only at the mean, but also along the distribution,
including not least the median household (the “middle class”), the poor and
the well-off.

e What outcomes? Conventional analysis looks at the effects of policies on
selected outcomes separately. Instead, attention to multidimensionality and
distributional considerations requires a broader approach to the evaluation of
policy impacts. A better understanding of the causal links between policies
and outcomes in various areas is therefore important, enabling policy mak-
ers to exploit synergies among mutually-reinforcing policy levers and to take
compensatory action when trade-offs are identified.

THE GOVERNANCE UNDERPINNINGS
OF INCLUSIVE GROWTH

Public governance plays an essential role in achieving economic
growth and narrowing inequality, both directly and indirectly.
Public governance can be thought of as the system of strategic processes and
tools, as well as institutions, rules and interactions for effective policy making.
Governance failures can lead to widespread informality in the labour market,
as well as to limited access to education or to formal safety nets, such as un-

-

How do you define
growth?

When focusing on growth,
policy makers must ask
themselves: what kind of
growth, growth for whom
and what are the desired
outcomes?

13
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employment and health insurance, all of which are drivers of inequalities. Also,
government capacity and quality of government have strong effects on almost
all standard measures of well-being, as well as social trust and political legiti-
macy (Box 1). Moreover, through its impact on the quality of public spending
and investment and the efficiency of service delivery, public governance can
leverage or undermine the impact of economic policies aimed at Inclusive Growth.

BOX 1. GOVERNANCE MATTERS FOR
The rise of ACHIEVING INCLUSIVE GROWTH

well-being

There is a broad consensus, supported by evidence, that good gov-
Multidimensional growth ernance is vital for a number of key outcomes at the national and
criteria include dimensions subnational levels, including social cohesion, public expenditure
that matter to people’s efficiency and control of corruption. In addition, governance matters
well-being such as jobs, jo for achieving sustainable, inclusive economic growth. Coase (1960)
quality, educational quality argues that good institutions, such as strong property rights, reduce
and health. transaction costs and consequently support economic development.

Similarly, North (1991) contends that institutions that strengthen
contract enforcement are necessary to economic development. More
recently, Rodrik, Subramanian and Trebbi (2004) empirically find that
the quality of institutions is more important for growth than geogra-
phy or trade. Other scholars (e.g. Acemoglu and Robinson, 2008) argue
that institutions, including an efficient public sector and absence of
corruption, are the fundamental drivers of economic growth.

Governance also matters for inclusiveness. Inclusive institutions en-
sure that markets are functional and open to competition, and allow
for broad citizen participation, pluralism and an effective system of
checks and balances, leading to better access to services and opportu-
nity. In that respect, cross-country evidence shows that inclusive gov-
ernance can improve development outcomes, such as better literacy
and health, or lower infant mortality (e.g. Halperin, Siegle and Wein-
stein, 2010: Evans and Ferguson, 2013). Rajkumar and Swaroop (2002)
also find that, for example, corruption disproportionately denies the
poor access to education and health services.

Public governance is an essential lever for high-impact public spend-
ing, which in turn enhances the potential of economic policies aimed
at Inclusive Growth. For example, stakeholder engagement and con-
sultation can help identify needs and preferences, better targeting
government programmes and increasing efficiency. Public governance

14



also affects the quality and efficiency of public investment. In this
respect, strengthening inclusive institutions has a great potential to
enhance citizen participation, provide better public services, reduce
transaction costs, and — ultimately — reduce inequalities while pro-
moting economic growth.

Last, but not least, governance matters for well-being. People are more
satisfied with their lives in countries having better governance qual-
ity. More importantly, actual changes in governance quality (under-
stood as the way in which policies are designed and delivered) lead

to large changes in the quality of life. Changes in average life evalu-
ations in 157 countries over the 2005-12 period can be explained just
as much by changes in governance quality as by changes in GDP, even
though some of the well-being benefits of better governance are deliv-
ered through increases in economic efficiency and hence GDP per cap-
ita. The well-being payoff of improved governance in that period can
be compared to a 40% increase in per capita incomes (OECD, 2014d).

Public governance is important throughout the policy-making
cycle, not only the design, but also the implementation and
evaluation of Inclusive Growth policies.

A defining feature of Inclusive Growth is multidimensionality, which brings
together income and non-income considerations in the definition of intended
outcomes. In turn, this requires capacity from governments to deal with com-
plexity in policy making, assess policy impacts from broader viewpoints, and
identify complementarities and trade-offs between and within policies and pol-
icy objectives. Fragmented systems of public governance hinder inclusiveness,
facilitating otherwise avoidable trade-offs and co-ordination failures within
and across administrative boundaries. In turn, delivering the required level of
coherence for policies to reinforce each other, in a context of multiple actors
and interactions, relies on a strong network of tools and processes designed to
improve co-ordination and alignment across sectors and levels of government.
Last but not least, delivering Inclusive Growth outcomes starts with the right
definition of needs and expectations, anchored in an inclusive policy-making
process (Figure 4).

Good governance
needed

Fragmented systems of
public governance hinder
inclusiveness, facilitating
avoidable trade-offs and
coordination failures.

15
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Figure 4. Governance implications of Inclusive Growth policies

Inclusive Growth
policies

Governance implications

Focus on multidimen- e Shaping a vision for Inclusive Growth: guiding the

Who’s benefitting
from growth?

Achieving Inclusive
Growth requires focus on
multidimensional factors,
integrated policies and an
emphasis on impacts on
different social groups.
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sional policy impacts:
material living and
non-material living
standards

Focus on integrated
policies: growth and
redistribution

Focus on outcomes
that reflect the needs
of societies (health,
education, jobs)

Focus on inequalities
(income and well-
being) and on different
social groups and
scales beyond

the average

definition of Inclusive Growth goals with reliable, timely
multidimensional data

Enhanced policy coherence: assess and address
trade-offs and complementarities between
multidimensional policy objectives

Sustained implementation efforts: anticipating broader
socio economic changes that may inform Inclusive Growth
(IG) targets, and aligning short, medium and longer-term
resource and priority considerations

¢ Assessing multidimensional impact: using ex ante

evaluation to assess distributional impact along with
economic impact

e Assessing impact and strengthening feedback: reinforcing

accountability and evaluation mechanisms to capture
Inclusive Growth targets

Whole-of-government approach: targeting joined-up out-
comes beyond administrative silos, encouraging policies
to reinforce each other, and a strong co-ordinating role
for the centre of government

Quality decision making: promoting balanced participa-
tion through stakeholder engagement and mechanisms
to prevent capture in decision-making, and encouraging
inclusive problem identification

Multilevel governance: aligning outcomes at higher and
lower levels of government to improve coherence of
public policy

Inclusive service delivery: implementation that seeks to
maximise access, use and responsiveness across social
groups and locations

Inclusive engagement: feedback and engagement
mechanisms to promote an inclusive policy
implementation process

Access to redress: providing the possibility of enforcing
a right or redressing a wrong to enable opportunity

Multilevel analysis: including place-based considerations
that may drive inequalities

Source: OECD.
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POLICY MAKING FOR INCLUSIVE
GROWTH: AN INTEGRATED
GOVERNANCE APPROACH

P Pursuing Inclusive Growth calls for a whole-of-government
approach that leverages informed decision-making and

aligns vision, incentives and delivery mechanisms across the
policy-making cycle.

The public governance underpinnings of Inclusive Growth can be tackled from
a double perspective: policy making, where public sector strategies, tools and
processes are strengthened and aligned towards Inclusive Growth outcomes
across the policy-making cycle, and policy-shaping, where openness, account-
ability and inclusion are leveraged to facilitate inclusive problem definition and
to enable delivery and implementation (Figure 5).

The role of better
coordination

Inclusive Growth outcomes
require coherent action
across the policy cycle,
from design and implemen-
tation to evaluation.

Figure 5. Policy making and policy-shaping for Inclusive Growth

Policy Design Policy Implementation Policy Evaluation

¢ Inclusive Growth chal- e Spending decisions are ® Assessment of
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lenges are understood
and forecasted

* A whole-of-government

vision for Inclusive Growth
steers, aligns the public
sector

Policy frameworks tackle
multidimensionality and
seek policy coherence
across sectors and levels
of government

Solid evidence (ex ante,
ex post) assesses
distributional impacts

aligned with medium and
longer term Inclusive
Growth considerations

Coordination,
whole-of-government
steering and accountabi-
lity mechanisms and
enable pursuit of
joined-up outcomes

Innovation in service
delivery facilitates access
across social groups and
locations

Inclusive Institutions for Inclusive Policy Making

distributional impact of
outcomes that matter
for well-being

Responsive changes are
made based on beneficiary
assessment of services

& service providers

Comprehensive evalu-
ation approaches and
feedback loops inform
new policy packages,
including from indepen-
dent audit and control
mechanisms

e Openness and engagement support inclusive problem identification and decision

making

Transparency and integrity tools help avert policy decisions that benefit the few

Participatory mechanisms promote an inclusive policy implementation process

Inclusive public sector workforce reflects society and can better engage in delivering

Access to dispute resolution enables opportunities, particularly of vulnerable groups




Once the vision for Inclusive Growth is defined, specific
institutions and tools can be leveraged to design, implement

and evaluate Inclusive Growth policies.

Aligning objectives and facilitating their delivery through improved coherence
and co-ordination across policy areas and levels of government must be part of
this process. This includes, for example:

* Better understanding and forecasting demand.

e Facilitating the assessment of policy trade-offs and complementarities
through evidence-based decision-making (e.g. ex ante regulatory impact
assessment and ex post evaluation).

e Enabling the required co-ordination and alignment across sectors and
administrative organisations (e.g. centre of government) to deliver
joined-up outcomes.

e Anchoring implementation with built-in incentives (e.g. budget)

e Capacities to support implementation of Inclusive Growth policies (e.g. civil
service skills, information sharing systems).

These tools and institutions need to be anchored in an enabling
political and institutional environment that can shape intended
outcomes.

Policies to promote Inclusive Growth with the needed depth, consistency and
persistency come from strong, inclusive institutions. By embracing openness
and accountability in decision-making, governments can ensure that the needs
and concerns of underserved populations are reflected in policy decisions,
particularly in relation to powerful, well-organised interest groups. In addition,
meaningful stakeholder engagement can lead to better targeted, more effective
policies and policy implementation. A policy-making process that is informed,
inclusive and designed to aggregate competing interests sets a solid anchor for
placing well-being at the centre stage of economic policies.

Public governance mechanisms and processes can enhance the
capacity of policy makers to design, implement and evaluate In-
clusive Growth policy packages, as well as the underlying institu-
tional delivery frameworks.

Embedding both dimensions across the policy cycle, from policy design to
implementation and evaluation, can provide an essential foundation for more
inclusive institutions that deliver more inclusive policy outcomes (Annex I). In
particular:

e Renewed attention to policy design can help address the complexities of tar-
geting multidimensional outcomes and assessing trade-offs and complemen-
tarities. A whole-of-government approach to Inclusive Growth begins with a
strong, compelling vision of what the challenges and opportunities are, and
what the desired outcomes should be. For this, policy makers require a good
understanding of demand composition and access to timely, evidence-based
information to objectively frame Inclusive Growth challenges and prioritise

-

Reaching out to
the underserved

By embracing openness
and accountability, gov-
ernments can ensure that
the needs of underserved
populations are reflected in
policy decisions.

19
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policy actions. Governments can use a variety of instruments to strengthen
the evidence base for Inclusive Growth policy making, including regulatory
impact assessments (RIA), forecasting or cost-benefit analysis, and short- and
longer-term goals, including sectorial and/or regional strategies and medi-
um-term expenditure frameworks. These tools clarify the effects and the
trade-offs of government actions for decision-makers and stakeholders alike
and, when used systematically, provide strong levers for governments to
identify and target social inclusiveness goals.

e Aligning vision with resources and capacities through effective policy im-
plementation is essential for delivering joined-up outcomes. Mainstreaming
an Inclusive Growth perspective that cuts across administrative silos and
levels of government can be supported by ad hoc monitoring and account-
ability mechanisms (e.g. sector-wide accountability frameworks), measures
to promote and reward progress, as well as horizontal co-ordination and
co-operation. In addition, in a context where governments must maximise
the impact, reach and quality of public services, new approaches to service
delivery hold a number of opportunities. In a context of transparency and
accountability, new forms of partnership and alternative service provision
mechanisms can help deliver better results for citizens at a reduced cost for
government, while digital innovation can improve accessibility and evi-
dence-based decision-making.

e Refining Inclusive Growth policy packages with strong policy evaluation. A
focus on multidimensional policy evaluation is essential for assessing and
communicating progress in delivering Inclusive Growth outcomes. In a con-
text of high expectations but limited resources, evaluation is an important
part of refining public policies, particularly in areas of heavy public spending
and areas closely associated with inclusiveness. Together with performance
information, a solid ex post evaluation system focused on social outcomes
can provide invaluable feedback to inform budget decisions and overall pol-
icy priorities. Underlying these tools is the need for reliable, timely data, in-
cluding on beneficiaries and intermediaries, and for independent institutions
(e.g. productivity commissions, national evaluation agencies or supreme
audit institutions).

» Inclusive institutions can boost the impact of these tools and

Giving people a processes as enablers of Inclusive Growth policy making.
voice in policy Stakeholder engagement can facilitate participation and influence of policy de-
cisions, increasing the likelihood of policy outcomes that deliver for the many,
Stakeholder engagement not just the few. Similarly, active engagement in monitoring service delivery,
increases the likelihood of regulatory outcomes and budget execution can help guide and ensure imple-
policy outcomes that de- mentation. There is increasing evidence that collaboration with citizens and
liver for the many, not just service users can help tackle service failure and drive innovation. Likewise,
the few. accountability and evaluation can be strengthened through engagement and

participatory mechanisms. For example, participatory evaluation places stake-
holders at the centre of assessing the success of policies and programmes; it

20



can improve the usefulness of evaluation results, as it increases the likelihood
that the outcomes of an evaluation will be relevant for stakeholders and used
as a basis for future actions. An inclusive public sector workforce can leverage
talent, promote innovation and improve service delivery particularly at the
front-line. Through such an approach, re-designing public governance can take
an inclusive perspective, from the outset, of the implications for processes, in-
stitutions, and issues of culture and capacity within public administration and
policy making.

Parliaments can also provide valuable input into the

policy-making process.

As elected representatives of the people, they can add legitimacy and authen-
ticity in raising the concerns of citizens and marginalised social groups in ways
that transcend the role of other bodies. The role of parliaments in policy mak-
ing for Inclusive Growth can be further leveraged with good information flows
and critical dialogues between elected representatives and civil society.

Finally, improving access to justice is increasingly recognised

as an important means to tackle inequality and contribute

to Inclusive Growth?.

The inability to access justice services can be both a result and a cause of dis-
advantage. Further, legal problems tend to occur in combination thus creating
clusters of legal needs (housing, employment) and compounding legal issues.
Lack of their resolution can in turn reinforce social exclusion and inequali-

ties of those who neither have the means nor the capabilities to effectively
solve their legal problems. In addition, the inability to resolve legal problems
can deny access to economic opportunity and undermine human potential®.
Indeed, there is increasing evidence that unresolved legal problems and inade-
quate access to justice can be costly for both the individual and society at large.
Costs of inaccessible justice may stem from stress and health effects, loss of
income and loss of employment!. While principally an issue for lower-income
groups, there is also concern that an adequate access to justice increasingly af-
fects middle income households®. Providing suitable access to legal and justice
services can play a crucial role in helping people move out of social exclusion
and enable equal access to economic opportunities.

The political economy of Inclusive Growth

Reform does not happen passively: it depends for its success on <=

the legitimacy, leadership and impetus of government.

OECD analysis on the drivers of successful reform (OECD, 2010) provides
grounds for optimism that the agenda of Inclusive Growth — as elaborated in
subsequent chapters — aligns well with the political economy incentives and
priorities of government. In particular:

The 6 habits of
highly successful
reforms

OECD analysis has estab-
lished a list of criteria for
successful reform that are
directly applicable to Inclu-
sive Growth objectives.
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1. A clear popular mandate for reform. The dimensions of Inclusive Growth —
the various aspects of well-being, notably quality of education, health care
and the environment, as well as household income - correspond directly
with the substance of economic and social discourse. In other words, Inclu-
sive Growth is concerned with what really matters to people, and in turn to
their public representatives.

2. An evidence-based and analytically sound case for reform. Persuading and
convincing citizens — and indeed politicians and the policy-making commu-
nity more generally — of the case for Inclusive Growth reform is greatly facili-
tated through access to evidence and analysis that demonstrates the benefits
(Chapter 2).

3. Strong leadership. Inclusive Growth objectives — which by their nature have
a multidimensional nature and a whole-of-government character — are
naturally within the leadership domain of the centre of government, which
is best placed both to articulate and to oversee delivery of these goals
(Chapter 2).

4. Clear communication of reform objectives and inclusive, consultative pro-
cesses. The articulation of medium-term well-being objectives, via Key
National Indicators and National Performance Frameworks, allows for open
and consultative engagement with societal stakeholders to build a vision of
Inclusive Growth (Chapter 3).

5. Demonstrate continual progress over time. Inclusive Growth is a substantive,
medium- and longer-term policy objective that has the potential to trans-
form citizen’s experiences for the better. Tracking these medium-term ob-
jectives over time, within a responsive multi-annual policy cycle, underpins
the government’s seriousness-of-purpose in pursuing an Inclusive Growth
agenda.

6. Keeping stakeholders on board over time. In a similar vein, multi-annual
outcome tracking allows for the views, insights and critiques of stakehold-
ers to be continually sought and assessed throughout the policy cycle, with
feedback and accountability regarding the impacts of the Inclusive Growth
programme (Chapter 3).
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Country experience is instructive.

For example, Finland’s experience in carrying forward various reform agen-
das — now proposed to be streamlined within a “Blueprint for Reform” (OECD,
forthcoming: a) — illustrates how these various elements can be brought togeth-
er to forge a consensus on national reform and its delivery. Notable features

of Finland’s case include strong leadership from the centre of government
(overcoming the potential challenges of a multiparty coalition), a strong focus
on “strategic implementation” (with various sectors, projects and measures
grouped under three overarching policy objectives) and close attention to evi-
dence-based analysis.

Ultimately, Inclusive Growth will only gain traction if it
commands the attention of the public and of policy makers

as an appropriate frame of reference for designing policies

for the betterment of society.

The following chapters will elaborate on why, and how, Inclusive Growth can
serve such a role.

<

How Finland builds
consensus

Finland’s “Blueprint

for Reform” provides a
country-based case study
on how various elements
can be brought together
to forge a consensus on
reform.
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TOWARDS A STRATEGIC
POLICY CYCLE

Policy making - the process by which governments make
decisions to solve problems and improve socio-economic
conditions - is not a single, uniform activity of government.

First, policies go through several stages along the policy cycle, from design to
implementation and evaluation. Anchored in a strategic vision for Inclusive
Growth, a number of tools and processes inform and enable these policy-mak-
ing stages, including budget, performance and accountability mechanisms.
They must work in unison for policies to achieve their intended objectives. Sec-
ond, rarely is a policy implemented singlehandedly: responsibility for outcomes
is often shared across levels of government, executive agencies or programmes.
Last but not least, policies can be delivered through a diverse range of policy
tools that governments have at their disposal, from public expenditure, taxa-
tion and regulation to joint action (Box 2). These may entail trade-offs but also
offer opportunities for complementarity.

How do
you manage
complexity?

With multidimensional
criteria comes increased
complexity. Finding ways
for policy-making tools
and processes to work
together is essential to
overcoming complexity
and enabling an Inclusive
Growth strategy.
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» The complexities inherent in policy making are exacerbated in

the context of designing, implementing and assessing Inclusive
Growth policies.

As discussed in Chapter 1, addressing multidimensionality calls for concerted
action, whereby all of the policy-making tools and processes work together —
throughout the various phases and aspects of the strategic policy cycle - to
support and reinforce one another in achieving ambitious, challenging objec-
tives (Figure 6). This chapter accordingly discusses the strong convening, steer-
ing and accountability role of the centre of government; the strategic alignment
of key policy making tools with broader outcomes, including through medi-
um-term expenditure frameworks (MTEFs) and performance mechanisms;

the role of ex ante and ex post evaluation in assessing and informing Inclusive
Growth policies; as well as maximising impact and reach through innovation in
service delivery.




BOX 2. POLICY LEVERS AND
INCLUSIVE GROWTH

Public expenditure entails allocating resources directly to achieve
policy objectives via the annual and multi-annual budget processes.
Achieving Inclusive Growth requires investment in physical infra-
structure and human capital, including education, justice and health
care. For example, the availability of electricity, water and transport
infrastructure, as well as schools and hospitals, has a key impact on
inclusiveness. Similarly, the overall pattern and impacts of current
expenditures programmes — including, but not limited to, social pro-
grammes and support for vulnerable social groups — can profoundly
affect Inclusive Growth outcomes.

Taxation entails raising revenues to fund government activities and
to influence behaviour. Taxation affects the distribution of income
among individuals and households through its interaction with ben-
efit systems and can provide incentives and support for particular
sectors of the economy. Taxation can also affect outcomes other than
income. For example, environmental taxes can raise revenue while
also helping to curb pollution, which in turns affects social groups

differently.

Regulation entails structuring and changing the legal environment,
including administrative procedures and requirements, to control and
influence markets, as well as business and citizen behaviour. Together
with public expenditure and taxation, regulation is a key lever in en-
suring welfare and economic prosperity. A tool, such as the regulatory
impact assessment, can help integrate the issues of Inclusive Growth
into the law-making process, revealing policy trade-offs between
economic, soclal and environmental effects of potential regulatory
responses.

Joint action entails working with civil society, social partners and
other actors to advance commonly-held public policy goals. Achiev-
ing Inclusive Growth also depends on whether policies integrate
perspectives of various stakeholders. Joint action can bring attention
to important socio-economic issues, including topics such as human
development, equality, pensions and public service delivery. These
issues matter for the well-being of citizens and can be particularly
effective at empowering vulnerable groups and thus foster Inclusive
Growth.
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»Figure 6. A strategic policy cycle for Inclusive Growth

Building virtuous
cycles

A whole-of-govern-

ment vision for Inclusive
Growth steers and aligns
planning, implementa-
tion, evaluation and the
application of key learn-
ings to the next policy
iteration.
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Assessment focuses on outcomes that
matter for well-being.

Responsive changes are made based
on beneficiary assessment of services &
service providers.

Comprehensive evaluation,
including from independent
institutions, informs new Inclusive
Growth policy packages.

Performance and accountability
mechanisms align capacity and re-
sources with Inclusive Growth goals.

Coordination mechanisms,
including the Centre of
Government, enable pursuit
of joined-up outcomes.

Innovation in service delivery facilita-
tes access and reach across social
groups and locations.

Whole-of-government vision for
Inclusive Growth charts the way and
helps align the public sector.

Key National Indicators translate
societal priorities in whole-of-govern-
ment outcomes, guiding goals and
performance targets.

Evidence (ex ante, ex post) and
multidimensional data help assess
and address policy trade-offs and
complementarities.

Multilevel governance improves
policy coherence and aligns
outcomes.

Spending decisions are aligned with
Inclusive Growth goals, in the short,
medium and longer term.




Fostering co-ordination: The role of centres of government

How do government decisions translate into improved services, changed out-
comes and better lives for citizens? How do whole-of-government priorities
become organisational goals and motivating targets for teams and individuals
across policy areas and administrative units? The conventional answer to these
questions is that policy making follows a “cascade”, whereby the government
sets strategic goals that are mapped onto high-level objectives and “output”
goals for line ministries and agencies. In turn, these strategic goals are trans-
lated into performance targets and specific activity objectives for divisions and
individuals. How well these specific goals are met largely determines how well
the top-level outcome priorities are achieved. This long-established conception
of how policy making works has the merit of simplicity, although there are ad-
ditional dimensions of complexity that need to be factored in.

The essential connection between a steering vision and its implementation
through activities, outputs and outcomes depends crucially on the “logic mod-
el” — the policy rationale for how specific actions feed into achieving the high-
er-level objectives. How to develop such a logic model is addressed later in this
chapter. Second, and just as importantly, the simple “cascade” does not take ac-
count of the fact that many higher-level outcomes depend for their success not
on a single line of outputs and activities, but on multiple strands and streams
of different factors, some of which may be under the control of different bodies.
Instead of a cascade, then, the public policy complex may sometimes resemble
a system of tributaries and deltas, hard to map and to visualise, and with mul-
tiple interconnections.

The centre of government (CoG) — Prime Minister’s Office, President’s Office or
Cabinet Office as the case may be - typically acts as the principal co-ordinator
of complex policies and national priorities. Among the responsibilities of the
CoG is the task to mobilise actors inside and outside government and involve
them in setting this vision around key outcomes, as well as in its implementa-
tion. Also, the CoG combines, in principle, strategic vision, policy co-ordination
authority and monitoring functions and capacity. Because of its placement,

by definition outside of line ministries, it can serve as a neutral broker that
steers common objectives, rather than specific sectoral agendas while using its
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proximity to the highest levels of decision-making to convene departments and
align policies. Finally, the many tools that the CoG can leverage — and poten-
tially more effectively than at the line ministry level - include holding funding
pools and designing accountability frameworks for cross departmental co-oper-
ation; supporting departments with centrally located policy units; and convey-
ing key messages and evidence to Cabinet and Head of Government in order to
ensure high-level support.

BUILDING A SHARED VISION

What motivates
government
delivery?

Achieving Inclusive
Growth goals starts

with a clear, compelling
vision. Vision should map
to a set of Key National
Indicators (KNIs) that
motivate government
action and delivery.
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P Delivering outcomes starts with setting a vision that charts the
way and helps align the public sector, but also government and
society at large, around shared goals.

A compelling, overarching vision statement enables government to communi-
cate in simple terms, internally and externally, its overarching objectives and
the relevance of single- and multi-sector priority initiatives designed to achieve
them. This vision needs of course to be aligned with a political mandate,
grounded in the democratic process which tests, shapes and determines the
priorities of the people. Further, this vision can lead to identifying a set of Key
National Indicators (KNIs), which should infuse and motivate all government
action and provide a road map for joined-up delivery.

Increasingly, OECD governments are articulating their

ambitions and goals for national well-being.

In a number of countries, governments are aiming to align their vision with a
national discussion on the outcomes that matter for people’s life satisfaction.
Indeed, the OECD has undertaken extensive work on measuring well-being and
in designing high-quality indicators that allow the various dimensions of public
performance and life-quality to be mapped and measured. These indicators
comprise a comprehensive, internationally-comparable suite of outcome mea-
sures, which government can draw on as a resource in selecting its priorities,
and can be used to benchmark progress in achieving these objectives over time
(Figure 7) (OECD, 2013c).




Figure 7. The OECD well-being framework
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Source: OECD (2011a).

National experiences are particularly instructive in

this regard.

For example, France and New Zealand are developing high-level indicators to
broaden policy analysis beyond traditional economic metrics and incorporate
a well-being perspective in policy making more explicitly. In both countries,
the high-level indicators are evolving towards a three-pronged clustering
around the themes of (i) economy/prosperity, (ii) social progress/inclusiveness

and (iii) sustainability (Box 3).

<

Placing well-being
at the heart of
economics

Research has shown
that growth among
upper level incomes
doesn’t trickle down.
Well-being indicators
provide a more accurate
picture of how different
segments of society are
benefitting, or not, from
economic growth.
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BOX 3. KEY NATIONAL INDICATORS
Tov;lta_gc_is - IN BUDGETING: FRANCE AND
muitiadimensiona NEW ZEALAND

policy frameworks

In France, economic, France’s performance beyond gross domestic product (GDP) and use
social progress and of KNIs: France’s over-arching budget law (Lol organique relative aux
sustainable development lois des finances or LOLF) provides for grouping public expenditure

by “missions”, which bring together related policy programmes and
which in turn are associated with performance objectives and indi-
cators. Ongoing reform efforts focus on streamlining the indicators
to make them clearer for parliamentarians and the public.

indicators are used to
inform the debate on
policy impacts.

In parallel, building on the work of the “Stiglitz-Sen-Fitoussi” Com-
mission on the Measurement of Economic Performance and Social
Progress, France enacted a law in 2015 requiring the government to
present wealth and well-being indicators other than GDP when ta-
bling the annual budget, to promote debate on policy impacts. The
LOLF performance framework lends itself well to such a presenta-
tion; the French authorities are currently planning to implement a
strategic dashboard using a limited set of internationally-compara-
ble KNIs on the following three themes:

Economic development indicators, such as foreign direct in-
vestment flows to France (OECD), and “Ease of doing business”
(World Bank).

Social progress indicators, such as healthy life expectancy at 65
by gender (OECD), percentage of 18-24 year-olds with no quali-
fication and who are not in training (France Stratégie/Eurostat),
and poverty gaps (World Bank).

Sustainable development indicators, such as greenhouse gas
emissions per unit of GDP (European Energy Agency/Eurostat).
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New Zealand Treasury’s Living Standards Framework: The mission
of the New Zealand Treasury is “to promote better living standards
for New Zealanders”, and this is interpreted and applied by reference
to a “livi ng standards framework”. The framework encompasses five
broad dimensions grouped under three principal themes (prosperity,
inclusiveness and sustainability), which are used systematically as a
basis for framing policy advice and evaluation:

Prosperity

e Potential economic growth — Higher incomes, stronger growth and
efficient allocation of resources

Inclusiveness

e Sustainability for the future — Human and physical capital and sus-
tainability of the environment

e Equity — Distribution across society and opportunities for people to
improve their position

Sustainability

e Social cohesion — Core institutions that underpin society, self-iden-
tity, trust and connections

e Resilience — Ability to withstand unexpected systemic shocks

Source: www.stiglitz-sen-fitoussi.fr/.

Bringing together
policy vision,
progress and
performance

The mission of the New
Zealand Treasury is “to
promote better living
standards for New
Zealanders.” This en-
compasses a number of
non-economic dimen-
sions that guide policy
making and assessment.
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How do you
coordinate levels
of government?

The important role of
subnational govern-
ments in meeting Inclu-
sive Growth challenges
requires strong coor-
dination of all levels of
government. Agreeing
on metrics is a starting
point.
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Building a vision of Inclusive Growth at all levels
of government

A whole-of-government approach at the central government level
will have greater potential impact on inclusion if all levels of
government are on board.

Many of the policies that have a significant impact on Inclusive Growth are
managed at least in part by subnational governments. Across the OECD, the al-
most 134,000 subnational governments are responsible for around 63% of pub-
lic procurement, 59% of public investment and 40% of total government expen-
diture. Subnational governments have important roles in, among other things,
enhancing and sustaining skill formation and job creation and retention, the
infrastructure that determines travel times and influences pollution emissions,
and the services that contribute to the well-being of residents (OECD, 2015i)
and (OECD, 2014e). In the area of public investment, for example, the OECD
Recommendation on Effective Public Investment across Levels of Government*®
emphasises the importance of vertical co-ordination to achieve impact*.

Moreover, policies for Inclusive Growth will need to take

into account the often wide regional variations in conditions

and preferences.

For example, high-school drop-outs are often likely to have greater difficulty
finding jobs, to have lower incomes and to experience greater health problems.
Yet, the roots of high drop-out rates vary according to context: while urban
locations have the density of population to provide education in proximity, the
quality of education or other social factors may contribute to lack of completion
for some students. In a rural area, the problem may in part stem from the lack
of critical mass of students to provide education in proximity and long trans-
port times that may hinder school attendance.

Selecting national and regional indicators to
tailor policy responses

Using multidimensional metrics of well-being can help

national and local governments to map needs and to design

and deliver effective policies, as well as how the benefits of
growth, including non-income outcomes, are shared across
population groups and places.

Key insights, drawn from international experiences in OECD countries carried
out under the aegis of the OECD work on measuring regional well-being (OECD,
2014f), underline the importance of building synergies across policy domains
to improve coherence of policies and delivery of results. In particular, while the
well-being indicators help to align policies towards shared high-level outcomes,
policy makers need a thorough dialogue across different sectors and levels of
government and with civil society and the private sector to identify the policy
outputs of specific public policies and how these outputs contribute to the final



high-level outcomes. Indeed, the OECD has expanded the measures of the
economic and quality-of-life factors to the subnational level (Figure 8), rec-
ognising that the performance of regions and cities should be benchmarked
against a variety of dimensions.

Figure 8. Regional disparities in life expectancies at birth
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Case studies offer insights into different methodological and
political solutions for using well-being metrics in policy making.
Comparative experience offers examples of how indicators can be used in
different phases of the policy-making process, such as selecting regional
well-being outcome indicators, monitoring progress in people’s circumstances
over time and implementing a process of multi-stakeholder engagement to
promote social change (Box 4). In fact, identifying indicators need not be
perfect at the earlier stages. Indeed, governments that follow a strategic
whole-of-government approach, starting with vision-setting, have often
launched their outcomes framework with a number of place holders, and
have continued to revise it'°.

No two regions
are alike

Wide regional variations

in conditions and pref-

erences underline the

essential role of subna-

tional governments in

meeting the challenges

of Inclusive Growth.
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BOX 4. USING WELL-BEING METRICS IN
Are you measuring POLICY MAKING

well-being?

The OECD report How'’s Life in Your Region? Measuring Regional

Well-being metrics and Local Well-being for Policy Making provides seven in-depth case
are increasingly incorpo- studies on different methodological and political solutions for using
rated into policy making well-being metrics in policy making.

around the world on both : :
In the case of Rome, Italy, a comprehensive consultation process was

used to prioritise the dimensions of well-being that matter most to
the citizens, through community surveys, a web tool, public meetings,
workshops, etc. The region of Sardinia, Italy, made concrete improve-
ments in public service delivery as a result of the effective engage-
ment of public institutions, the private sector and civil society around
clear and measurable well-being objectives. For example, the amount
of urban waste landfilled was halved and the share of recycled urban
waste raised from 27% to 48% over five years.

the national and sub-
national level.

With its Good Life initiative, Southern Denmark included a compre-
hensive set of regional well-being indicators in its Regional Develop-
ment Plan, combining objective and perception-based indicators to
monitor social progress in the region. The North of the Netherlands
developed a sophisticated set of regional well-being indicators by
involving various stakeholders, such as the academic community (e.g.
University of Groningen). Newcastle, United Kingdom, is a good ex-
ample of a city that built on national requirements (to establish local
health and well-being boards per the 2012 Health and Social Care Act)
in order to develop a wide-ranging local well-being strategy.

The state of Morelos, Mexico, designed its state development plan
around a set of clear baselines and targets in different dimensions of
well-being over a pre-determined time frame (corresponding to the
state government mandate). Finally, the United States’ Partnership for
Sustainable Communities is a national initiative for jurisdictions of all
sizes. It aims to align federal policies and funding in order to improve
access to affordable housing, provide more transport options and
reduce transport costs, and protect the environment. The initiative
takes stock of existing indicators - identified with the help of focus
groups and governmental agencies — and provides guidelines to local
policy makers on their use.

Source: OECD (2014f).
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How can ministries
work across silos

< .. todeliver Inclusive

? Growth?
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MANAGING TRADE-OFFS AND
SHAPING ACTIONS FOR IMPACT

Aligning vision and resources: Strategic multi-year
budgeting

Building on a shared vision, government strategies and priorities
can be identified for both the near and longer terms.

This strategic planning process is typically embodied in a medium-term Na-
tional Development Plan, Programme for Government or Coalition Agreement,
which should reflect high-level outcome targets for the country on the basis of
Key National Indicators, as outlined above. Translating these goals into actions
requires an alignment between strategic, political planning processes and the
resource allocation, service delivery and accountability processes of government.

Budgeting
practices

For the budget process
to contribute effectively
to Inclusive Growth, it
must interconnect with
the other dimensions
of public governance.
A multi-year horizon is
required.
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» Good budgeting practices - as outlined in the OECD Recommen-
dation on Budgetary Governance (OECD, 2015b) - have a role to
play in different aspects of policy making for Inclusive Growth.

To begin with, sound budgeting is central to prudent economic management,
which should underpin, investment sustained economic growth. Moreover, the
budgeting function — perhaps more so than any other function of government
—1s concerned with making choices and helping governments to identify and
weigh multidimensional trade-offs across various strands of public policy that
must contend for limited resources. Indeed, the Recommendation recognises
that, for the budget process to work effectively in improving people’s lives, it
must interconnect with the other dimensions of public governance, including
planning at the centre of government, accessibility and openness of govern-
ment data, and engagement with stakeholders.

Addressing the multidimensional objectives of Inclusive Growth
requires a sustained medium-term effort.

Inclusive Growth outcomes, by their nature, typically are visible over a multi-
year period (unlike output and activity measures which can be tracked more
regularly). A mismatch between the annual resource allocation process and
the medium-term Inclusive Growth agenda would likely lead to reality falling
short of aspirations. Medium-Term Expenditure Frameworks (MTEFs), which
serve to increase the visibility of resources over a multi-year period, can be
further leveraged to address this challenge and guide the translation of MTEF
ceilings into annual allocations of resources, i.e. money and staff. OECD analy-
sis illustrates that most member countries have moved to implement a system
of medium-term budgeting: the challenge is to develop an MTEF which has real
force in shaping the annual dynamic of the budget cycle, and thus is effective
in bridging medium-term planning and in providing the resources needed to
deliver on a shared vision (OECD, 2015b).




Apart from the need to ensure consistency between annual
allocations and multi-year plans, it is important to assess the
impact of the budget decisions on Inclusive Growth outcomes.
The process of impact assessment should start, but should not end, with an
evaluation of the financial impact on the average householder. As discussed
above, Inclusive Growth concerns more than the average citizen: an Inclusive
Growth focus must therefore examine impacts on the wide variety of individ-
uals and groups in society, including those who are marginalised and those
minority groups whose position has little in common with national averages.
There is also the opportunity to highlight the position of members of society
who may be subject to structural, systemic or historical discrimination (e.g.
on the basis of gender or ethnicity) to bring transparency to the allocation of
resources and to assist in monitoring impacts.

Table 1. Including Inclusive Growth considerations in budget
impact assessments

Impact assess-
ment: individuals
V. aggregates

How do budget deci-
sions impact the variety
of individuals and groups
in society? Understand-
ing those impacts is
challenging but required
to address those who
are marginalised or who
have little in common
with national averages.
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A broader role for
ex ante assessment

Ex ante evaluation
shouldn’t be limited

to capital expenditures
when current expendi-
ture programmes can
persist longer and have
significantly high lifetime
costs. Techniques can
bring rigor and inform
ex ante policy choices.
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Comprehensive, Inclusive Growth-sensitive budget impact as-
sessments have yet to become a reality.

Although impact assessments could ideally consider each of the dimensions
that matter for people’s well-being, the full use of this spectrum of assessment
criteria is still the exception, rather than the norm, across OECD countries.
Nevertheless, some countries have made good progress in addressing some of
these dimensions (Table 1). For example, Ireland produces a comprehensive
assessment of how the annual budget measures affect net household income,
with extensive case studies of different representative household types. The
budget also includes a poverty impact assessment. In addition, Austria has
designed its performance management system to be explicitly responsive to
gender issues: each government ministry must include one gender-related
objective among its small number of overall key objectives, which in turn form
the structural basis for allocating resources and reporting on impacts in the
context of the budget.

Ex ante evaluations: The case of government expenditure
and regulations

Ex ante evaluation is essential for decision-makers to weigh and
design policy interventions.

Across the field of public policy, there has been a long tradition of ex ante
appraisal of capital investment, which involves high upfront outlays and has
long-term impacts on the development capacity of the economy. Nevertheless,
it has been less widely accepted that, in principle, all forms of major expendi-
ture — current as well as capital — should be subject to rigorous ex ante apprais-
al. Current expenditure programmes, although they may have smaller upfront
costs than capital investments, tend to persist for longer, and the lifetime costs
can be large. It is for this reason that the OECD Recommendation on Budgetary
Governance now includes a call to governments to conduct routine and open
ex ante evaluations of all substantive new policy proposals to assess coherence
with national priorities, clarity of objectives, and anticipated costs and benefits.

Techniques are available for ex ante analysis of expenditure

for Inclusive Growth.

One of the reasons for the traditional distinction between current and capital
programmes, as regards the use of ex ante evaluation, has been the perceived
non-applicability of capital appraisal methodologies to current spending. While
capital programmes traditionally have a distinct focus on delivering an eco-
nomic benefit which lends itself to standard calculation (e.g. internal rate of
return, net present value), the same has not been the case for current-fund-

ed programmes, where results can be more social, intangible and thus (the
argument goes) incalculable. In fact, modern public financial management
techniques are quite capable of bringing similar analytical rigour to bear on ex
ante assessment of current programmes. Techniques such as cost-effective-
ness analysis (a standard methodology which allows for identifying trade-offs
within a specific sector, such as health care) and multi-criteria analysis permit



these complexities to be managed in a way that is useful to decision-makers.
The latter technique, in particular, holds the potential to allow for the broad
range of public policy dimensions, notably those associated with Inclusive
Growth, to be factored in and weighed as an integral part of the policy formula-
tion process.

Country experiences are instructive.

For example, Ireland has expanded its traditional capital-appraisal meth-
odologies, which originated in large part in the management of European
Union-funded programmes, to public expenditure more generally, including
current programmes (Box 5).

BOX 5. TOWARDS HOLISTIC EVALUATION

OF EXPENDITURE: IRELAND’S PUBLIC Ireland’s tradition
SPENDING CODE of robust ex ante

appraisals

Ireland has a long tradition of robust capital appraisal mechanisms, Designed for capital
which were refined in particular in the context of the drawdown and appraisal, Ireland’s

application of European Union regional development funds during practices have wide
the 1980s and 1990s. The ex ante appraisal requirements in respect of

o application to many
capital investments are set out as follows:

kinds of ex ante

(i) Define the objective of the proposed expenditure intervention evaluation.

(i) Explore realistic alternative options of achieving the objective -
including the option of doing nothing - taking account of con-
straints including financing, technological capacity and “general
policy consideration”

(iii) Quantify the costs of viable options and specify sources
of funding

(iv) Analyse the main options using standard analytical techniques
including financial analysis, cost-benefit analysis, cost-effective-
ness analysis, cash-flow analysis and multi-criteria analysis

Identify the risks associated with each viable option

Decide on and specify a preferred option, including a time profile
and financial profile for action

(Continued...)
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(vil) Make a recommendation to the decision-making authority, ex-
plaining the analytical rationale

Since 2011, these general appraisal requirements have been explicitly
extended to all forms of expenditure, current as well as capital, as
part of an expanded Public Spending Code. The additional guidance
for current funded programmes makes the following specifications:

Preparation of a detailed business case incorporating a financial
and economic appraisal

Provision for a sunset clause, after which the expenditure
scheme will be reviewed and discontinued unless it can be
demonstrated to meet value-for-money criteria

Fixed cash limits for demand-led schemes

Pilot implementation of new proposals, where feasible, before
final approval is granted

“Evaluation-proofing” of all business cases and related memo-
randa for government, to ensure that performance objectives
and criteria defining success and failure are apparent from the
outset, and can thus be used in the context of future ex post
evaluation

Source: Public Spending Code, http://publicspendingcode.per.gov.ie.

» While ex ante assessment of current expenditure programmes has
Taking a page from tended to be relatively under-developed in OECD countries, the

regulatory policy same does not apply in the area of regulatory policy.

Regulatory impact analysis (RIA) is a tool and a process to inform deci-
Regulatory Impact sion-makers on whether and how to regulate to achieve policy goals. It
Assessment (RIA) helps represents a central element in the regulatory governance cycle, and it is
policy makers under- widely adopted to ensure that regulation works effectively and is in the public
stand whether and how interest. As a tool supporting decision-making, RIA examines the potential

impacts of government actions by focusing on the costs and benefits of a
regulatory measure, on the effectiveness of the measure to achieve its policy
goals and on whether or not there are superior alternative approaches avail-
able to governments. As a decision process, RIA complements consultation
initiatives in order (i) to communicate information ex ante about the expected
effects of regulatory proposals at a time and in a form that can be used by
decision-makers, and (ii) to assist governments ex post to evaluate existing
regulations (OECD, 2009a).

to regulate in order to
achieve policy goals.
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RIA plays a role in informing policy making for Inclusive Growth. <«
By definition, RIA aims to provide information on the distributional impacts of
regulation (across groups, sectors, regional areas, etc.), which can help reveal
and monitor the trade-offs between the economic, social and environmental
effects of potential regulatory responses. The process of developing a RIA is

in itself an opportunity to gather the inputs of regulated and more generally

of affected parties. Beyond these generic features of RIA, a more focused use

of the tool to promote social inclusiveness is also possible through assessing
specific impacts. Indeed, recent OECD analysis (OECD, 2015c and 2015d) shows
some use by OECD countries of the RIA process to assess the distributional
effects of regulation on disadvantaged social groups, gender, poverty and job
creation (Figure 9). Spain for instance requires impact assessment on gender
and regional distribution and encourages social impact assessment, including
on equal opportunity and non-discrimination’®. However, the assessment of
distributional effects generally focuses on large groups, such as government,
businesses and communities, without going into specific population sub-groups
and without targeting inequality per se. RIA also tends to focus on economic
impacts, rather than on more multidimensional effects that are relevant for
inclusiveness, and often are conducted too late in the regulatory policy cycle to
usefully inform decision-making.

Figure 9. Types of impacts integrated into RIA (December 2014)

Foreign jurisdictions 8 2 8
Other groups 5 2 12
Specific regional areas 3 3 15
Innovation 8 3 11
Poverty 7 3 13
Trade 7 2 15
Income inequality 9 P 14
Market openness 7 2 17
Specific social groups 5 2 19
Gender equality 4 2 20
Sustainable development 10 3 14
Social goals 7 2 19
Competition 3 2 23
Small business 5 2 22
Environment 5 2 23
Public sector 2 3 26

Budget ® 29

0 5 10 15 20 25 30 35

Number of
[ Some regulations W Major regulations  HEE All regulations jurisdictions

Source: Data from the 2014 Regulatory Indicators Survey.

RIA and multidi-
mensional criteria

RIA can be used to
assess distributional
impacts on specific
groups such as the
disadvantaged in order
to promote social
inclusiveness.
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There is much potential for government to clarify what is
expected from line ministries in relation to mainstreaming
distributional considerations in the RIA process.

For instance, countries could clarify in their RIA guidelines or frameworks
which specific types of regulation the assessment of distributional impact is
required and which level of analysis is expected (macro versus micro analysis).
The guidelines should define how to display this type of impact within the RIA
document. For instance, in the United States the RIA guidelines explicitly call
for measuring and outlining distributional impacts in a specific section of the
RIA document, which helps stakeholders to better focus and consider distribu-
tional aspects.

Clarifying the methodology and providing the tools to measure
distributional impacts (both quantitatively and qualitatively) would
also help to support line ministries in assessing impacts that are
mostly qualitative in nature.

A number of countries, including Austria, Switzerland and the United King-
dom, provide guidance and methodology to assess the distributional effects of
regulation. In Sweden a manual with guiding questions to be asked on gender
equality as part of the assessment process is provided to support regulators.
The European Commission guidance for assessing social impacts provides some
methodological information on how to assess impacts on employment and the
labour market. Furthermore, other technical and capacity challenges need to
be addressed, such as gathering information that is relevant for the design of
Inclusive Growth policies; developing standard models and tools to measure
social impacts and quantify the qualitative impacts; using a broader range of
methodological tools, such as multi-criteria analysis; dealing with a lack of ad-
equate skills and resources within line ministries and regulatory agencies; and
mitigating the risk of overloading the RIA procedures.

Impact on women

Ex ante gender impact
assessment (GIA) is an
increasingly common
tool used in the fight
against gender
inequalities.
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- In parallel with RIA, some countries implement Gender Impact
Assessments (GIA) to evaluate the implications of proposed
policies, programmes and regulations on men and women.
Requirements for ex ante Gender Impact Assessments of primary legislation
are becoming more commonplace among OECD countries (OECD, 2011b). The
majority of OECD countries reserve GIAs for primary and secondary legislation
rather than for policies and programmes. However, GIAs are most effective if
integrated at early stages of the development policies and programmes and
sustained through all phases of the policy cycle, including implementation,
monitoring and evaluation. Additionally, as suggested in the forthcoming Rec-
ommendation on Gender Equality in Public Life, ex ante gender impact assess-
ment needs to be generally aligned with broader policy assessment processes,
whether in RIA or expenditure appraisals, in order to be fully anchored within
public administrative procedures.




e Standardise the common, foundational methodology for ex ante assess-
ment, encompassing both public expenditure and regulatory policy, in order
to make policy development simpler and less opaque. Particular attention
should be paid to developing standard models for measuring social impacts
and gauging the qualitative impacts of policy interventions.

e Develop specialist analytical resources and make them available across gov-
ernment; and overcome institutional and policy silos which prevent a more
holistic approach to policy design and re-design. This should go beyond eco-
nomic tools to encompass sociological expertise for gathering data on social,
gender, environmental and other qualitative dimensions.

¢ Develop data visualisation tools and resources to inform policy choices
and trade-offs and to make the policy development cycle more accessible
to stakeholders inside and outside of public administration Using Open
Government Data to expand policy horizons.

Traditionally, public sector information is created, collected and kept in silos

- both from the perspective of organisational culture and technical interoper-
ability. The increased release of OGD means that other stakeholders are able to
access and reuse government data in potentially innovative ways that augment
the internal analytical capacity within government and increase the visibility
of the data across organisational boundaries. Moreover, the open release of
data allows for mixing public data with commercial, civil society and citizen
input data. It also permits pooling with data produced by other public agencies
and/or levels of government —i.e. developing shared content, services and pol-
icles between cities or countries; this holds considerable potential for creating
public value. Being able to spot trends, evaluate the effectiveness of past and
ongoing initiatives, and plan targeted interventions is critical to high-value pol-
icy creation. Moreover, OGD can be used to spur public participation and social
engagement, as will be discussed in Chapter 3.

Authorities across OECD countries point to the need in the future not just for
drawing on citizens’ inputs and facilitating data analytics, for example to devel-
op and simulate public policies and better target services, but also for a more
qualitative approach, including for example ethnographic surveys. Datasets on
immigration flows and ethnographies are not available in all countries, where-
as their availability as OGD could foster a deeper understanding of the societal
needs and support the design and delivery of services that are more inclusive.
There is therefore a need for both big quantitative data crunching to provide
explicit codified evidence for public sector activities, on the one hand,
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as well as more qualitative survey data to contextualise big data to provide the
necessary implicit and un-codified evidence.

Moreover, countries are still struggling to develop the skills the
public sector needs to conduct and make the best use of data an-
alytics and the capacities to reconcile data, privacy and security.
Creating these capacities is essential to spur availability of Open Government
Data which can be used and re-used to drive better decisions and better policy
development. At the same time, there are legitimate public concerns with re-
gard to privacy and security in the use of big data and the release of OGD. It is
important for governments to be vigilant in ensuring that public trust is main-
tained through high standards of data protection and privacy controls, as well
as transparency with citizens as to how governments hold and use personal
information. Data protection also encompasses the security of critical informa-
tion and communication technology (ICT) infrastructure and databases from
potential breaches, intentional or accidental.

PROMOTING GOVERNMENT
ACCOUNTABILITY FOR INCLUSIVE
GROWTH

Allocating
resources for
Inclusive Growth

Resource allocation can
be mobilised in support
of Inclusive Growth when
key national indicators
(KNlIs) and Inclusive
Growth objectives are
aligned.
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» Performance-related budgeting processes are particularly
relevant for Inclusive Growth.

While practices vary across countries, the key features of effective perfor-
mance budgeting systems are identified in the OECD Recommendation on
Budgetary Governance. In the context of Inclusive Growth policy making, it

is important that the performance objectives specified in the budget should
correspond with the Key National Indicators identified during whole-of-govern-
ment planning, as discussed above. To the extent that these indicators reflect
the requirements of Inclusive Growth, the entire process of resource allocation
will thereby be mobilised and oriented in support of this agenda.

Recent country experiences are instructive.

For example, Austria has in recent years reformed and streamlined its budget-
ary framework so that each ministry must specify a small number of perfor-
mance objectives, while the resources allocated to each objective are made
explicit in the annual budget document. Likewise, New Zealand has a well-de-
veloped results approach, whereby agencies are organised around the out-
comes that matter to citizens, and in this context each agency must specify the
“vital few” indicators that will tell whether these goals are being achieved. The
United States has also placed a high priority on articulating clear performance
objectives for each agency, including a small number of “agency priority goals”;
these objectives have become an organising principle for public accountability
and also for internal management and staff engagement. Scotland’s Nation-

al Performance Framework involves a co-ordination mechanism to ensure




alignment of strategies and programmes across sectors, in support of broader
national outcomes".

It is likely that, together with traditional performance-tracking mechanisms,
Open Government Data will be used more and more to complement perfor-
mance indicators on public policy outcomes and quality of services, helping
policy makers to shed light on inefficiencies but also to compare the perfor-
mance of different providers of public services (e.g. public schools and hos-
pitals). For example, OGD can (i) facilitate benchmarking across government
services and identify opportunities for improving the delivery of financial and
social benefits/impacts; (ii) help government make savings by automatically
tracking prices paid through public contracts; and (iii) help identify gaps in the
data that can be used to fully capture all aspects relevant to assess public sec-
tor performance. Indeed, a few OECD governments are currently maximising
the value of OGD to complement performance indicators, including the United
Kingdom, which uses OGD to assess performance of hospitals (OECD, 2015p).

Aligning incentives and horizontal co-ordination

Performance management and performance-based arrangements for senior
civil servants (SCSs) exist in most OECD member and non-member countries.
However, in the context of Inclusive Growth, as responsibility lies across min-
isterial lines, the challenge becomes one of not only aligning SCS performance
goals with ministerial expectations, but also incentivising co-operation and co-
ordination across institutional silos. One way to do this can be to align incentives
with projects that are horizontal in nature. The Canadian province of Alberta
has done this with senior civil servants’ performance-related pay (Box 6).
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BOX 6. BUILDING INCENTIVES FOR
AGILITY AND COLLABORATION IN
ALBERTA, CANADA

In Alberta, Canada, officials agreed that getting departments to work
together is the biggest challenge to public service and that achieving
this depends on the behaviours of senior officials in the departments.
The most effective incentive to joining up has been to explicitly link
the performance pay of senior officials to horizontal policy initiatives.
For deputy ministers, the heads of the departments, 20% of their
remuneration package is based on performance, and 75% of this is
based on their performance in horizontal issues. For assistant deputy
ministers, 50% of their performance pay is based on horizontal initia-
tives. This has created a meaningful incentive to focus on the success
of the government’s horizontal initiatives, even if it requires re-allo-
cating resources away from achieving the goals in the department’s
business plan.

Source: M&até (2011).

P In parallel with aligning performance assessment frameworks,

Mix it up... the capacities and skills needed to design, implement and assess
Inclusive Growth policies should be reconsidered.

A horizontal challenge The multidimensional nature of Inclusive Growth outcomes calls for reinforcing

such as Inclusive Growth | the capacities of public servants to contribute to a whole-of-government view

needs a public sector of interlinked and complex policy challenges. Indeed, OECD countries share a

workforce ready to think common challenge of developing their workforces in ways that reinforce mo-

bility and cut through organisational silos. Greater mobility within the public
workforce can help to foster a corporate, whole-of-government perspective on
new challenges posed by Inclusive Growth. Mobility can also facilitate attrac-
tion and retention, as varied job experiences are often attractive to applicants
and can keep employees motivated. Baseline conditions required to enable
internal mobility are uniform employment and pay terms and conditions. Once
these are established, organisations often develop and use secondment policies
and other mobility programmes to provide fixed-term assignments to other
organisations, thereby simultaneously building the experience of the workforce
and promoting sharing across organisational boundaries.

across organisational
lines. Mobility helps.
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Some OECD governments establish specific job rotation programmes with-

in organisations or across ministries. Due to the management challenges of
such programmes, enrolement is usually limited to employees who stand out
in terms of development potential and to specific cadres of managers. These
programmes sometimes establish upward mobility. Additionally, many pub-
lic services see time spent in other agencies or the centre of government as

a prerequisite for advancing to higher levels of management and leadership.
This can ensure that senior leaders are aware of the work of other organisa-
tions and consider issues that extend beyond their own sphere of direct con-
trol. Moreover, leadership training programmes offer a valuable way to impart
whole-of-government perspectives to mid- and senior-level managers, espe-
cially when they are run centrally and organised around horizontal leadership
principles such as innovation®®. Indeed, recent OECD work on human resource
management tools to support more public sector innovation has highlighted a
range of practices that encourage and reward successful collaboration across
organisations. These include developing and maintaining networks, formal and
informal, at all levels of government, as well as using awards processes to col-
lect successful innovative practices and share them across the civil service.

Improving access and reach

As outlined in Chapter 1, access to quality services, such as education, health
care and justice is essential to break ingrained cycles of disadvantage, and to
allow for marginalised groups to benefit from higher-paid jobs, better living
standards and longer, more fulfilling lives'. Further, developing human capital
is at the heart of the transmission mechanism through which income inequal-
ity may be detrimental to economic growth. The reverse is true as well: higher
educational attainment and better skills is one of the strongest drivers of eco-
nomic growth in the long run and can at the same time offset at least in part
rising earnings inequality (OECD, 2015a).

Governments must respond to increasing quality and efficiency expectations,
as well as address demographic changes and pressures to consolidate public
finances. Within many OECD countries?, societies are becoming more diverse,
the urban-rural divide continues to widen, and there can be large discrepancies



Knowing citizen
needs to better
meet them

Tools are available that
help policy makers better
map demand and tailor
service provision.
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in income and access to services within cities. Moreover, service delivery mod-
els are changing, calling for an innovative, systematic and consistent approach
to ensure public sector productivity, particularly in the cost-intensive welfare
service delivery areas. The combined potential of digital transformation, inno-
vation and updated skills of the public sector can help governments reduce the
fixed costs of service delivery, while improving the quality, reach and targeting
of services.

Leveraging access to services for Inclusive Growth implies first
and foremost, understanding where and what the needs are.
Understanding the challenges associated with access begins with information,
such as the number and location of service institutions, their geographical
features, user feedback, transportation network and economic cost. These dif-
ferences are policy-relevant because they reflect the opportunities available to
people and the extent of inequality, including in terms of territorial disparities.
A number of mechanisms can be used to better map demand and tailor service
provision, including digital technologies (such as geo-localisation and real-time
feedback through social media), user experience feedback and new forms of
service delivery.

Understanding user needs and experiences allows governments
to tailor services provision and improve access, including for dis-
advantaged groups.

The solution to many contemporary societal challenges is not necessarily

more public services, but rather better targeted, better designed services, that
improve access for the most hard-to-reach users?'. The traditional model of
service provision, based on individual administrative transactions, should be
replaced with whole-of-government solutions, recognising the need to make us-
ers part of the design of relevant services. An example of this is the “life-cycle
approach” or “user’s journey” introduced in some OECD countries as a mean to
increase access (in terms of reduced complexity) to service users but also sat-
isfaction and a more effective use of public resources (Box 7). Other examples
come from the justice sector, where countries are exploring innovative ways to
address the diverse legal needs of citizens and remove barriers to access, espe-
cially for the disadvantaged groups. Strategies range from enhancing the use of
technology, such as mobile applications for accessing legal services, to targeting
legal aid services to respond to citizen’s personal circumstances. Some coun-
tries are also developing options for better case triage and better client orienta-
tion with links to other services (health or social) and establishing a “no wrong
door” approach (e.g. justice one-stop shops). To improve access in remote areas,
some countries offer tailored dispute resolution services, decentralise courts
and enhance provision of public legal services in rural areas.



BOX 7. LIFE EVENTS APPROACH TO
SERVICE DELIVERY

The “life events” or “user’s journey” approach designs service delivery
around the key life events of a user and provides a framework for the
government to collect evidence that services are delivered in an effec-
tive and fair manner from the user’s point of view. First, the key life
events of a typical user are selected (e.g. giving birth, graduating from
university, or starting up a business). Second, a representative survey
identifies how many users have recently experienced a particular life
event and how many of them find administrative steps related to this
life event complicated (fair, inclusive, etc.). Third, a focus group of
users who recently experienced a particular life event goes through

a “‘customer journey mapping” to identify the concrete bottlenecks in

service delivery. This approach helps governments to focus resources
on the most problematic areas of service delivery, and improve trans-
parency and accountability, especially when done repeatedly.

The life events methodology also has the potential to improve ser-
vice delivery for disadvantaged groups. In France, for example, this
approach has been used to study administrative barriers to recent
immigrants. Using the methodology, administrative procedures relat-
ed to the life event “I am an immigrant (non-EU national)” have been
found the most complex of all life events studied. Disabled groups
have also been identified as constrained by bureaucracy. Results
showed that administrative procedures related to the life event “I'm
disabled/one of my close relatives is disabled” are severely complex,
which has helped the government to understand the administrative
customer’s journey of these disadvantaged groups.

Collaboration between service users, service providers and
professionals can also lead to public services that are better
designed and delivered in partnership with citizens (Box 8).

In such a scheme, citizens/users are invited to participate in the whole process
of service delivery, which can improve outcomes through community involve-
ment and tackle service failures (OECD, 2011c). Such approaches draw on the
unique knowledge and resources of service users, resulting in more customised
service delivery for more effective results. The public administration acts as a
facilitator or convener, recognising the assets that citizens have and bringing
them into the delivery equation (Box 9). The role of voluntary and community
organisations is often critical, particularly in targeting those most in need, and
helping to implement services effectively.

What methodology
for mapping
service delivery?

Taking a “life events”
approach to understand-
ing service delivery
provides a compre-
hensive framework for
mapping citizen service
needs.
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BOX 8. CO-PRODUCING BETTER HEALTH
OUTCOMES

Governments must respond to the challenge of longer life expectancy
and re-orient services towards preventing ill health, rather than just
responding to illness. In transforming services, users become key
partners to deliver desired outcomes and reduce the costs of expen-
sive, acute health services or residential care.

A variety of approaches can be used in co-producing better health
outcomes. A combination of home-based technology, self-manage-
ment by service users and targeted professional support can enable
patients to manage their own care on a day-to-day basis, while relying
on expert service for specialised or complex functions and as back up.
Potentially, this can release resources either to reduce levels of public
spending or for transfer to other priorities. Training service users to
be a source of information and support for others with the same con-
ditions allows patients to take more control over their health while
helping others. This scheme combines elements of co-production with
individuals and community, as it makes expertise available to other
groups of patients and builds support networks.

These approaches share an emphasis on prevention and may reduce
the need for expensive services, such as emergency hospital admis-
sions or outpatient visits. By doing so, user co-production can reduce
costs to the public purse also potentially improve health services.
Evaluations of these approaches in countries like the Netherlands,
the United Kingdom or the United States have shown their positive
impact not only in terms of cost efficiency (for example, by reducing
visits to the emergency room) but also in secondary outcomes, includ-
ing well-being and satisfaction. There are also potential savings for
future expenditure, which are more difficult to quantify and which
will result from better management of ongoing conditions.

Source: OECD (2011c).

Social investment, social impact bonds and associated outcomes
funds are other examples of policy instruments that can be used
to improve provision, focus on outcomes and cut across
administrative silos.

Social impact bonds were first launched in the United Kingdom and offer an
innovative way to finance solutions to social issues. A social impact bond is

a type of public-private partnership that embeds a pay-for-success scheme,

Citizen input

makes a difference

Citizens have unsur-
passed knowledge of
their own needs. How
can you tap into this
knowledge to better
design services?
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commissioned by public authorities, foundations or corporations to provide
social goods and services These public-private partnership models, when im-
plemented in a context of transparency and accountability, can contribute to
much needed innovation in financing models as well as improvement in public
service delivery (OECD, 2015n).

Increasing services inclusiveness through digital welfare

Digital
transformation
and sound
policies

Leveraging digitisation in
transforming public wel-
fare areas can increase
the productivity and
inclusiveness of service
production and delivery.
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P Digitisation can affect a range of public services in the

social area.

In education, technology is enabling new teaching and learning methods, as
well as new mechanisms to facilitate administration, parent interaction, and
teacher-pupil and pupil-pupil relations. In the area of health, new service mod-
els are also emerging (Box 9). Patients have better access to information, which
leads to their increased independence and empowerment in care. Digitisation
will play a key role to leverage this transformation in public welfare areas
given its potential to increase productivity and inclusiveness of service produc-
tion and delivery. In the short term, this digitisation will be a precondition for
ensuring sound fiscal policies. In the longer run, it will be equally important to
maintain the public sector’s credibility in terms of efficient and effective ser-
vice delivery responsive to users’ needs, thus nurturing public trust in govern-
ments’ capacity to boost more inclusive processes and growth (OECD, 2015e).
Only by addressing these issues — and related themes such as new ethical chal-
lenges, building local commitment and ownership, and ensuring that groups
are not left behind by digital welfare initiatives — will more countries embrace
the potential of digitisation as a strategic model for service delivery.

Building capacity for new forms of service delivery

Digitisation and new forms of service production and delivery
imply a shift towards a multi-stakeholder, demand-driven strategy,
calling for new skills and accountability models in the public sec-
tor (OECD, forthcoming: a).

Addressing the required cultural change and preparing public sector staff for
new professional roles — as stewards or commissioners rather than producers
—implies investing in new knowledge and skills, such as behavioural insights,
design thinking and digital skills such as social media management. Some
government institutions have taken up the challenge of developing a new set
of skills and capacities. For example, the Australian Public Service has a sys-
tematic approach to developing skills for digital government reforms, which
was recently adapted to include ICT, social media and collaborative approaches,
including for service delivery (Mickoleit, 2014). Similarly, the UK Government
created Policy Lab in 2014 to identify and test new tools and techniques for
policy making, including design, digital and data. The government has shared
these with over 1 500 policy makers to date.




BOX 9. DENMARK’S STRATEGY FOR
IMPROVED SERVICE DELIVERY: DIGITAL
WELFARE AND OPEN GOVERNMENT DATA

Continuing the last decade of achievements in digital government, in
2011 the Danish Government and the representatives of the regions
and the municipalities agreed on The Digital Path to Future Welfare —
eGovernment Strategy 2011-2015 (www.digst.dk). This strategy covers
12 focus areas, which include sharing core data for all authorities. The
alm is to maximise the power of data and technology to deliver more
efficient and inclusive services. The digital strategy outlines three
overall milestones regarding data sharing:

e High-quality and cohesive core data ensures that the authorities
can serve citizens and companies quickly and easily.

All authorities reuse core data so that citizens and companies do
not have to enter or look for the same data several times.

Core data is distributed more smoothly, efficiently and reliably
thanks to a shared infrastructure for data distribution.

While rather general, these milestones are highly ambitious in terms
of full deployment across all parts of the public sector. Following

up with further analysis, the strategy includes specific actionable
commitments such as budgetary consequences through the annual
budget agreements between the central government, the regions and
the municipalities. Together with the Annual Government Budget Act,
these budget agreements provide the essential strategic orientations
and define the overall business case of the Open Government Data
initiatives covered.

Source: OECD (2015e).

Setting ambitious
digital objectives
pays off

Denmark is making
important strides in
maximising the power
of data and technology
towards more efficient
and inclusive services.
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In addition, private sector provision affects citizens’ expectations
about the services provided by government, specifically with
regard to digital services.

If governments cannot provide digital services of the quality and responsive-
ness that citizens have come to expect from commercial or even non-profit
providers, this can ultimately erode trust in the public sector. This is particu-
larly true among the younger generation of “digital natives” who have come to
expect a “digital first” approach to any service interactions.

P To meet rising expectations of access and quality in a rapidly

It’s all about the evolving context, governments should invest in a well-targeted
framework framework for inclusive service delivery.

Within such a framework, governments can align an Inclusive Growth vision
Aframework forinclusive | with the means to deliver on it, through shared outcomes accompanied by an
service delivery helps actionable set of goals and targets that can be used to monitor implementation
to align tools and (Box 10).

processes towards
improving the access
and reach of services.

BOX 10. INTEGRATED SERVICE DELIVERY
IN NEW ZEALAND

New Zealand is aiming to deliver better results and improved ser-
vices to its citizens. To address future challenges, the administration
recently started to centre its approach to policy making on citizens
rather than on agency.

In this reform, the government acknowledges the council role of

ICT. The government created the position of ICT functional leader, a
senior public official responsible for creating a single and coherent ICT
eco-system that helps deliver smarter, customer-centred services. In
addition, the new website Govt.nz (based on Gov.uk) was launched
and the following principles adopted for the online service delivery:
be user-centred, start small and iterate, try to deliver a more consis-
tent user experience, use plain English and be device-friendly and
accessible. New Zealand’s experience confirmed the need to listen to
users. For example, the first version of Govt.nz was too complicated
for users with a limited literacy rate, and changes had to be made.

As a measure of success of the integrated service delivery reform,
the government of New Zealand set the following indicators: agencies
are collaborating; agencies are using common capabilities; significant
savings across the system are being made; assurance frameworks are
in place; privacy expectations and standards are set.

Source: OECD analysis based on MacDonald (2015).
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In addition, user involvement has to start much earlier than during <

the evaluation phase of the services.

Effective involvement for the delivery of more inclusive services starts with
identifying key issues and collaboratively designing services. But translating
these practices into digital service transformation is only emerging across the
OECD, and few countries have been able to systematically overhaul the way
digital services are conceived and implemented. The work carried out under
the guidance of the UK Cabinet Office in recent years is ground-breaking, as

it has resulted in new standards for usability of digital services in the form of
the public service portal www.gov.uk. To ensure a harmonised public service
experience, the Government Digital Service (GDS) has authority to review any
digital service against a set of minimum criteria before it can be launched.
The GDS also provides assistance to institutions on how to achieve the high
standards of quality and user involvement outlined in the Government Service
Design Manual?? (OECD, 2015]).

Finally, governments need to be able to measure outcomes and
impact on various types of social and economic groups

beyond the average.

This will require rethinking many service delivery processes and will put more
emphasis on the administration’s ability to measure properly the achieved
outcomes, including their distribution across different segments of the popula-
tion and across place-based considerations. Moreover, civil servants will need
to be able to engage users in evaluation and service design, which will generate
demand for new skills, such as communication and leadership.

CLOSING THE POLICY CYCLE:
EVALUATION, ACCOUNTABILITY
AND LEARNING

Evaluating the impacts of government expenditure and
regulations

While countries have struggled to develop ex ante appraisal
methodologies for current spending, this has in general been
counter-balanced by a stronger focus on ex post evaluation of
such programmes.

The OECD Recommendation on Budgetary Governance details how evaluative
mechanisms should be integrated within the budget process — both annual and
multi-annual - to ensure that lessons are learned from how well (or poorly)
results are being achieved. It underlines that these findings can inform future
policy design. The principal expenditure evaluation mechanisms relevant to
the Inclusive Growth (IG) agenda are outlined below (Table 2).

Are you preparing
tomorrow’s
seamless digital
government
services?

There is plenty of scope
to create an outstanding
user experience across
the full range of digital
government services
while expanding access
and reach.
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» Table 2: Ex post evaluation of Inclusive Growth policies

Budgetary
governance for
Inclusive Growth

A number of expenditure
evaluation mechanisms
are relevant to

Inclusive Growth.

Ex post evaluations of Inclusive Growth policies involve a variety
of government agencies and public institutions.

The institutions involved in these evaluations range from the line ministries
(for internal management purposes and to assist in prioritising within their
limited resources), the ministry of finance (to assist in its task of providing the
government with options as to resource allocation), the centre of government
(in connection with co-ordination of political priorities), and the supreme audit
institution (in its primary tasks of facilitating accountability and its “value-add-
ed” tasks of improving the quality of administrative, political and public de-
bate about resource allocation) as well as parliaments (to which supreme audit
institutions often report and which have a role in evaluating public policies and
holding the executive to account for results). It is also open to governments to
involve external experts for their input regarding issues of efficiency and per-
formance.



Spending Reviews, whether comprehensive or sectoral, provide an ideal oppor-
tunity to take stock of how high-level outcome objectives are being advanced.
A primary task of such spending reviews is to identify “fiscal space” for new
priorities of government, and such mechanisms have become standard part of
the budgetary toolkit across most OECD countries. A test of the effectiveness of
the Inclusive Growth agenda over the coming years, as modern budgetary gov-
ernance processes become bedded down and as spending review mechanisms
become standardised, will be whether governments explicitly recognise Inclu-
sive Growth as a determining factor in their evaluation criteria.

This is especially true for public social spending, which is worth 22% of GDP
on average across the OECD. In Chile, for example, a number of initiatives have
been considered to strengthen ex post evaluation of public programmes, in-
cluding in the Ministry of Social Development and the Education Quality Agen-
cy; discussions on the need to create an Agency for the Evaluation of Public
Policies are ongoing (OECD, 2014g). In the United Kingdom, cost-benefit analy-
sis includes ex post evaluation of public expenditures. Benefits are defined as
increases in human well-being (utility), and the trade-offs involved in choosing
among different policy options are clearly identified. In that respect, the Unit-
ed Kingdom has one of the most solid traditions in project appraisal to select
investments under budget constraints, and ex post expenditure evaluation is
perceived as a key policy learning tool (OECD, 2015f).

Therefore RIA, the traditional tool of ex ante evaluation, needs to be supple-
mented with greater use of ex post evaluation (as to whether the intended ob-
jectives of regulation have been achieved). According to a recent OECD survey
(OECD, 2015g), in the last three years, only seven countries have undertaken ex
post evaluations frequently for both primary and subordinate legislation. The
majority of ex post evaluations that have been conducted in OECD countries
over the last 12 years have been of a principle-based nature and not on a specif-
ic sector or policy themes. These evaluations have largely focused on reducing
the administrative burden. While this represents a useful start, ex post eval-
uation practices need to expand to assess economic and societal outcomes of
policies more broadly. Similarly, while OECD governments undertake Gender
Impact Assessments (GIA) across a range of sectors, such as health, labour and
finance, to address the gendered nature of policies, programmes and practices,
GIAs are yet to become routine elements of policy making. Similar to RIA, the
primary focus has been on ex ante assessments, while the practice of ex post
gender impact evaluations is rare and would need to be expanded, also in accor-
dance with the forthcoming Recommendation on Gender Equality in Public Life.
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Deepening the culture of evaluation

Strengthening already-established evaluative techniques and
broadening their reach within policy dimensions - social as well
as economic - is an essential aspect of a strategic policy cycle
geared towards Inclusive Growth.

These processes are essential for assessing policies and re-directing them for
optimum impact. They should therefore move beyond their conventional nar-
row perception as technical mechanisms that are incidental to the thrust of
policy design.

A number of elements can help embed and deepen a culture of
P holistic evaluation.

Test your
evaluation culture

Check out these themes
to see how they can be

adapted to your ex post
evaluation methodology.
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Such an integrated approach to evaluation, which reflects social as well as
economic impacts, could draw from the following themes reflected in various
OECD public governance instruments:

e A routine requirement that all public policies be subject to ex ante assess-
ment, whether in the form of a RIA or expenditure appraisal, as outlined
above.

e A standardised and publicly-recognised methodology for conducting and pre-
senting these evaluative findings in a way that is accessible to policy makers
and non-specialist observers.

e The development of a cadre/community of evaluation professionals within
the public service, available to all policy-making agencies, working closely
and directly with policy practitioners more broadly, and with supporting
feedback loops into the policy processes of government.

e An expectation that government policies, particularly those addressing so-
cial outcomes, be subject to routine ex post evaluation. After allowing appro-
priate space for the internal deliberative processes of government to proceed
as norma, results should be made available directly for public scrutiny, so
that a constructive debate can be promoted within society at large.

An open, transparent approach to using evidence in public policy
can also open the way for the broad range of public institutions
to contribute, in a constructive and critical manner, to elaborating
policy.

For example, supreme audit institutions have the potential to move beyond
their traditional role of financial probity, towards a more substantive engage-
ment on the quality, efficacy and value-for-money of public policy interven-
tions. The clear analytical and accountability focus of the audit function has
the power to challenge and strengthen the “programme logic models” that
underlie Inclusive Growth policies, in both their economic and social aspects.
Finally, it is parliaments that are ultimately responsible, as representatives of




the people, for approving primary legislation and budgets. Greater transparen-
cy and openness regarding policy objectives and public performance can also
allow parliaments to contribute more actively in assessing laws and spending
programmes ex post and linking results of implemented laws to the production
of new laws and programmes.

TOWARDS BETTER POLICY MAKING
FOR INCLUSIVE GROWTH

Action on Inclusive Growth begins with whole-of-government
vision and outcome objectives that cut across administrative
boundaries to reflect national and political aspirations, a natural
role for the centre of government.

The experience of advanced countries in articulating the Key National Indica-
tors that shape a broad, multidimensional national vision shows that it is possi-
ble to map and monitor their progress in achieving Inclusive Growth. Regional
well-being indicators are also well-developed across the OECD and provide
additional specificity about the targets, impacts and distribution of Inclusive
Growth policies. Likewise, Open Government Data can be leveraged to map
trends and present a fuller picture of Inclusive Growth targets and outcomes.

Strategic alignment of vision and government tools and processes
across the policy cycle is essential for delivering on joined out-
comes.

Translating Inclusive Growth goals into reality requires carefully selecting spe-
cific policy interventions based on evidence and aligning high-level goals onto
budgetary allocations and other policy interventions. Some countries and ju-
risdictions are already moving towards “outcomes-based national frameworks”
(e.g. France, New Zealand and Scotland). Further emphasis should be placed on
better understanding the crafting of such frameworks and their implications in
terms of consultation, engagement, delivery and accountability.

To assist in evidence-based policy making for Inclusive Growth,
there is scope for developing and applying a common, founda-
tional methodology for evaluation and for emphasising the role of
distributional analysis and qualitative techniques.

Systematic assessment and refinement of Inclusive Growth policies requires
that a culture of evaluation and evidence be embedded throughout the pub-
lic service, drawing on all institutional resources, so that a full economic and
social balance sheet can be brought before policy makers and stakeholders.

Ex ante policy evaluation is a well-established feature of capital investment
policies and of regulatory policy and should be extended to current expendi-
ture interventions. Likewise, regulatory impact assessment (RIA) could assist
further by expanding its distributional analysis and including relevant multidi-
mensional impacts, as well as building policy feedback loops earlier in the

<

A whole-of-govern-
ment approach is
required

Whole-of-government
accountability systems
can align policy sectors
and units towards joined-
up delivery by providing
incentives for horizontal
co-ordination.
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Mitigating service
access problems

Consolidation of ser-
vices, co-locating ser-
vices or merging similar
services are among the
options.
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policy-making process. Whole-of-government accountability systems — with
regard to budget allocations, human resource management and programme
delivery — can align policy sectors and units towards joined-up delivery by pro-
viding incentives for horizontal co-ordination. The strategic policy cycle must
embrace ex post evaluation and learning with a focus on multidimensional
impact and distribution across social groups.

As a prior step, and apart from necessary alignment of planning
and budgeting systems, the budget process itself should be more
transparent about the range of Inclusive Growth impacts arising
from budget decisions.

The budget process - in its annual and multi-annual aspects - is fundamentally
important in keeping economic growth on course and in resourcing Inclusive
Growth priorities. Impact analysis should go beyond basic income distribu-
tion to include impacts on well-being and on vulnerable, marginalised and
under-represented groups. Performance budgeting is the natural vehicle for
highlighting the objectives of budget policies, organisational objectives and
their coherence with overall Inclusive Growth goals. In addition, medium-term
expenditure frameworks (MTEFs), where Inclusive Growth goals are made
manifest, can be further reinforced to bridge medium-term priorities and an-
nual resource allocation.

Inclusive Growth impacts rely most directly on efficient, targeted
public service delivery.

Access and reach of services can be further pursued through innovation,
co-creation and alternative service delivery. Policy options include exploring
strategies that can mitigate access problems, for example consolidating, co-lo-
cating or merging similar services; encouraging the direct involvement of indi-
vidual users and groups of citizens in planning and delivering public services;
and innovation and alternative delivery mechanisms, such as digital welfare,
shared services centres or cloud computing.



Public performance itself is critically dependent on the skills,
motivation and engagement of staff in the public sector.

To achieve Inclusive Growth goals, where responsibility can span different
agencies, performance management frameworks should incentivise co-oper-
ation across institutional silos. Moreover, the skills and capacities of public
servants will increasingly need to adapt to the requirements of multi-faceted,
government-wide policy design and delivery. In tandem, new capacities for data
analytics, data security and new professional roles in the commissioning and
oversight of service delivery are needed.

In each of these areas, the OECD has a key role to play in
facilitating critical discussion among national experts, and in
developing tools that underpin international best practice and lay
the groundwork for future progress.

While many elements of the Inclusive Growth agenda are in place, more need
to be developed. The overarching work of forging a common framework —
bringing all elements together as instruments of modern public governance —
remains a key priority for the coming years.

<

Check
performance
management
frameworks

Performance
management
frameworks should
incentivise co-operation
across institutional

silos and prepare new
capacities for data
analytics and

data security.
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Inclusive Growth
needs inclusive
institutions, and an
investment in inclusive
problem identification
and decision making.

Inclusive institutions create the incentives and opportunities necessary to har-
ness creativity and entrepreneurship in society, whether in economic, social or
political activity. They facilitate access to decision-making; promote transpar-
ency, openness and engagement; avoid policy capture; and contribute to align-
ing policies with the needs of society, including those of underserved or exclud-
ed social groups. In so doing, inclusive institutions allow for better decisions
that are closer to society’s needs, setting a foundation for successful policy
making and implementation. Indeed, Goal 16 of the Sustainable Development
Goals calls for “effective, accountable and transparent institutions at all levels”
and “responsive, inclusive, participatory and representative decision-making”.

Inclusive institutions can boost the impact of the public governance tools and
processes along the policy cycle discussed in Chapter 2. Investing in inclusive
problem identification and decision-making can enable a steering vision for
Inclusive Growth at the macro level and more effective, tailored policies at
the micro level. Innovative government-citizen partnerships can lead to bet-
ter, cost-effective service delivery and increased access. Stakeholder engage-
ment can be leveraged to inform programme implementation and evaluation.
Mechanisms to curb undue influence can ensure transparency and integrity
in decision-making, and thus, better outcomes. Diversity in the public sector
workforce can boost performance and engagement and send a strong signal of
inclusion (Figure 10).

Openness and Transparency Participatory An inclusive
engagement and integrity mechanisms public sector
support inclusive tools help avert promote an workforce
problem iden- policy decisions inclusive policy reflects society
tification and that benefit implementation and can better
decision-making the few process engage in
delivering

Shaping more inclusive outcomes through voice, engagement and inclusion



Challenges are varied and may relate to inadequate representation of stake-
holders, inaccessibility of information, obstacles to civic participation, inade-
quate use of inputs received or overall institutional attitudes, which may still
be anchored in a top down approach to policy making. There is also a need to
dispel the myths around stakeholder engagement more specifically. Even with
the best intentions and the framework conditions in place, stakeholder engage-
ment may fail to achieve an inclusive process and may even entail capture if
not properly handled. Ultimately, there is a lack of systematic evaluation, hence
a lack of evidence on the performance of inclusive institutions to support Inclu-
sive Growth. More evidence on the impacts of stakeholder engagement, includ-
ing context specific dimensions, and practical guidance on successful practices
are much needed.

Inclusive policy making through stakeholder engagement

The OECD Guiding Principles for Open and Inclusive Policy Making emphasise
that inclusion means not only that all citizens should have equal opportunities
and multiple channels to access information, but also that they should be
consulted (Box 11)?%. Consultation and engagement can help policy makers
gather the necessary inputs and evidence to deal with the multidimensional
nature of Inclusive Growth objectives and to identify policy trade-offs.

While the contribution

of inclusive institutions
towards creating
Inclusive Growth is
widely recognised, we
must continue to ensure
adequate representation,
provide usable informa-
tion and gather evidence.






The benefits of
stakeholder
engagement
are multiple

Stakeholder engagement
creates a virtuous circle
in which citizens become
more deeply involved in
policy choices, reforms
and outcomes. But, if not
handled properly, the
engagement process can
fail to ensure inclusive
results and contribute to
policy capture.

Through engagement, stakeholders develop a sense of ownership <
over policy choices, reforms and projects’ outcomes.

This contributes to greater acceptance and legitimacy and, in turn, is likely to
lead to better compliance with policies and regulations (Allan, 2014)%. At the
same time, engagement enables external control of the decision-making process
and strengthens accountability of the government as a whole and also of indi-
vidual civil servants. For example, in the United States, the Rebuild by Design
initiative created after the 2012 Hurricane Sandy brought together researchers,
designers and Sandy-affected areas’ businesses, policy makers and local groups
to redevelop communities and better prepare for future storms. Three years
after they started, local coalitions and community groups involved had taken
ownership of the projects and worked to ensure the government implements
them effectively.
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In Finland, a pilot service has been developed to combat the passive attitude

of certain unprivileged segments of the population by providing health care
(blood pressure and diabetes checks) in a familiar environment. The pro-
gramme 1s aimed at hard-to-reach patients, who often have increased health
risks and do not seek medical advice before clearly visible symptoms arise; it
provides them with the knowledge and means for following their own health
condition on a daily basis. In Ireland, a whole-of-government strategy on chil-
dren and young people’s participation in decision-making was launched in 2015
following extensive consultation (including 66 700 children and young people)
(Box 20).

Preventing capture to safeguard Inclusive Growth

Policy capture occurs when the interests of a narrow group dominate those
of other stakeholders to the benefit of that narrow group (Box 12). In a demo-
cratic context, this involves the exclusion of parties and opinions and violates

The consequences basic democratic norms (Warren, 2003). When policy making is captured by a
of policy capture handful of powerful interests, rules may be bent to favour only the few in the
include the erosion of society. The consequences include the erosion of democratic governance, the
democratic governance pulling apart of social cohesion, and the limiting of equal opportunities for all.

and the reduction of
equal opportunity.



Policy capture
can be ad hoc or
institutionalised

Policy capture occurs
when special interest
groups or individuals
attempt to influence
policy makers in favour
of a particular interest or
issue. This can happen
on an ad hoc basis, or be
established and main-
tained on a regular, even
highly institutionalised
basis.
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Measures can be taken
which allow lobbying to
fulfil its role in transmit-
ting information while
curbing the risk of undue
influence.

Policy capture involves varieties of actors and means, but it usually takes place
through unregulated lobbying, conflict of interests of public officials and unbal-
anced political finance (OECD, forthcoming: b). Lobbying is often perceived as
an opaque activity of dubious integrity, which may result in undue influence,
unfair competition and policy capture to the detriment of fair, impartial and
effective policy making. Similarly, forms of conflict between private interests
of public officials and their public duties may arise in the interaction between
the public and private sectors, heightening the risks of policy capture. More-
over, political donations are a necessary component of the democratic process,
enabling representation and facilitating democratic competition, but they need
to be regulated appropriately to avoid undue influence and capture by interest
groups (OECD, 2013b).

Measures can be taken to regulate lobbying, recognising its importance for
informed decision-making but curbing the risk of undue influence and unfair
competition. With the adoption of the OECD Recommendation on Transparency
and Integrity in Lobbying in 2010, countries are encouraged to introduce reg-
ulations to increase transparency in the interaction between the public offi-
cials and lobbyists, thus reducing policy capture. Improving the transparency
and integrity of the policy-making process, particularly by using regulation to
address concerns over lobbying, has been high on many governments’ agendas
including lobbying registry, code of conduct and pre/post public employment
regulation.

Institutional measures, such as external audit and verification, or other in-
ternal supervisory approaches are widely observed, while asset and private
interest disclosure by public officials continues to be an essential tool for
managing conflict of interest. Ensuring that the integrity of policy making is
not compromised by public officials’ private interest is a crucial anti-corruption
measure, although it remains challenging in many countries. Modernising the
management of asset declarations by public officials will facilitate increasing
transparency and accountability to the public. Finally, options are available for
regulating political finance on a context specific basis, including by promoting
the use of online technologies for greater transparency and scrutiny, allocating
sufficient human and financial resources to the electoral monitoring bodies
and mapping potential integrity and compliance risks.



Stakeholder engagement in shaping policies

Countries have made progress in involving stakeholders both in the process of
setting national priorities (Box 13) and in developing new laws and regulations.

As an example recent evidence shows that a majority of OECD countries have Recent evidence shows
implemented a requirement to engage stakeholders in developing both primary  that a majority of OECD
and secondary regulations (OECD, 2015g). The requirement for stakeholder en- countries have imple-

gagement is implemented through various government instruments, including mented requirements to

in a number of cases through constitutional requirements. .
engage stakeholders in

developing both primary
and secondary regula-
tions, although often late

The majority of countries report mechanisms for stakeholder engagement in in the process.

ex post evaluations of regulation (OECD, 2015g). The Red Tape Challenge ini-

tiative in the United Kingdom for instance relies on using external input from

a wide spectrum of stakeholders to simplify existing regulations. The Danish

Burden Hunters project and the Swedish Better Regulation Hunt are examples

of targeted, proactive approaches of using close co operation with stakeholders

to analyse existing regulatory burdens and to find ways to simplify existing

regulations.



Stakeholder
engagement is
shaping better
policies

“Lithuania 2030” and
“Investing for Health”
in Northern Ireland are
two examples of
programmes in which
stakeholders have
helped to shape the
policy process.
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A typical engagement on regulatory proposals still takes place at the final stage
of the process through a public consultation over the Internet or consultation
with selected groups such as business associations and trade unions. This is
generally too late to influence the process and may show a largely procedural
use of the tools of stakeholder engagement (OECD, 2015g) (Figure 10).

Number of jurisdictions
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5 . .
0

Primary laws Subordinate regulations Primary laws Subordinate regulations
Early stage Early stage Later stage Later stage
[ Some regulations W Major regulations All regulations

Notes: Early stage refers to stakeholder engagement that occurs at the outset to inform officials
about the nature of the problem and to feed discussions on possible solutions. Later stage refers to
stakeholder engagement where the preferred solution has been identified and/or a draft version of
the regulation has been issued. Based on data from 34 countries and the European Commission as
of December 2014.

Source: OECD (2015g).

Traditionally, budget processes have tended to be relatively opaque and tech-
nical, and mainly the institutions of government and policy ‘insiders’ have
controlled and understood them. To address this challenge, the OECD Best
Practices on Budget Transparency promotes opening up budgetary processes
and documentation to facilitate a more informed debate on budgetary choices.
In recent years, however, the concept of budget transparency has evolved to
include issues of policy responsiveness, citizen engagement and broader socie-
tal participation in the policy-making process. This is illustrated in the “OECD
Recommendation of the Council on Budgetary Governance” (2015b), which calls
for ensuring that budget documents and data are open, transparent and acces-
sible, as well as providing for an inclusive, participative and realistic debate on
budgetary choices. However, while much progress has been made across OECD

Transparency and
access to information
removes some of the
opacity and complexity
of the budgetary process
and allows the inclusion
of non-specialist
stakeholders in the
policy cycle.
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countries in increasing the transparency of budget documents and process-
es, less progress has been made in going beyond transparency to active civic
engagement.

Stakeholders are
essential in shap-
ing subnational
government policy

Regions and localities
are responsible for much
of the service delivery
and public investment
that determines econom-
ic growth and well-being.
Stakeholder consultation
is increasingly part of the
policy process.
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P Stakeholder engagement is increasingly conducted at subnational
and local levels. Regions and localities operate at a more
manageable scale for many forms of stakeholder engagement.
They provide useful vehicles for translating national policy design and im-
plementation at the local level, increasing national policy effectiveness. Also,
regions and localities are responsible for much of the service delivery and
public investment that determines economic growth and people’s well-being?.
Indeed, many policy experiments, such as smart cities, participative budgeting
or co-production of social service delivery, are carried out at the city or region-
al levels. For example, many regions have established regional councils that
combine elected officials, businesses, social partners and other relevant stake-
holders; these include universities, which contribute to promoting regional de-
velopment strategies and oversee implementation, such as Denmark’s Regional
Growth Forums (OECD, 2012a). Others, like the city of Paris, have allowed its
citizens to decide on investment priorities (Box 14).




Stakeholder engagement is also reshaping service delivery

Stakeholder engagement is increasingly seen as a response to
the challenges of fostering quality service delivery.

There is growing recognition that services work better when designed and de-
livered in partnership with citizens, and that listening to stakeholders’ insights
can foster innovation in service delivery practices and better risk management.
In the water sector, for instance, many utilities rely on governance boards
where stakeholders have a say in strategic orientations, or advisory boards in
which different categories of actors take collective decisions. As an example,
the public water utility in Grenoble, France, has engaged with consumer asso-
clations regarding setting water tariffs for the last 20 years (OECD, 2015h). By
the same token, safety and health care are often co-produced, as a desired level
of outcomes implies directly involving individuals, for example in monitoring
their own health conditions and changing eating habits. Innovation units and
laboratories have been active in fostering co-production approaches in public
services (Box 15).

<<

It’s a matter
of quality

Listening to stake-
holders’ insights can
foster innovation in
service delivery, better
risk management and
greater quality in service
delivery.
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LEVERAGING TOOLS FOR ENGAGE-
MENT, FROM INFORMATION TO
CO-CREATION

Modalities of stakeholder engagement

P Governments can choose from a continuum of engagement

Choose your mechanisms.

engagement tools Modalities vary from basic communication of information, which is the weak-
est form of engagement, to full co-production, co-delivery and co-evaluation,

There are a number of which involves a balanced share of powers among the stakeholders. Each of

tools to help engage these modalities of engagement has different objectives and impacts and re-

stakeholders, each with quires specific tools for their implementation (Figure 11).

a specific function and
involving citizens to

different degrees in the
policy-making process.

Figure 12. Levels of stakeholder engagement

Process Intention

Source: Based on OECD (2015h).
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As illustrated in different policy areas and sectors, there is a
variety of tools and mechanisms for engagement.

These are sector and policy area specific and may illustrate various depths of
engagement. For example, in the case of regulatory policy, evidence shows that
some tools are used more frequently in the early stages of stakeholder engage-
ment (e.g. informal consultation with selected groups), while other tools are
used later in the engagement process, such as posting draft regulations on the
Internet or formal consultations with social partners (Box 16) and all interest-
ed stakeholders (Figure 12). Arms-length institutions including transparency
councils, anti-corruption agencies, or ombudsman offices provide an oppor-
tunity for ex post engagement, as citizens can lodge a complaint against the
public administration. Over time, engagement has evolved from sharing infor-
mation with a reduced set of participants, such as advisory groups, towards
greater inclusion, particularly through web-based consultations. There has also
been an evolution from unilateral information provision towards active encour-
agement of stakeholder participation.

Figure 13. Types of consultation in regulatory policy
(December 2014)

Advisory group or preparatory committee

Broad circulation for comment

Formal consultation with selected groups
(e.g. social partners)

Informal consultation with selected groups

Physical public meetings

Posting on the internet without invitation
to comment

Public consultation conducted over the
internet with invitation to comment

Virtual public meetings

Other

0 5 10 15 20 25 30 35
Number of
[ 2008/09 B 2014 early stage 2014 later stage jurisdictions

Notes: Early stage refers to stakeholder engagement that occurs at the outset to inform officials
about the nature of the problem and to feed discussions on possible solutions. Later stage refers to
stakeholder engagement where the preferred solution has been identified and/or a draft version of
the regulation has been issued. Based on data from 34 countries and the European Commission.
Source: OECD (2015g).

Impacts of
technology on
consultation

While the use of some
types of regulatory
consultation has dimin-
ished since 2008, new
technologies enabling
two-way consultation
are on the rise.
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<

A statutory
requirement in
the EU

Formal consultation

of social partners is a
statutory requirement for
all EU-level social and
employment regulation.

81



SHAPING POLICIES FOR
INCLUSIVE GROWTH:
VOICE, INCLUSION AND
ENGAGEMENT

Formal and
informal
mechanisms

Stakeholder engagement
mechanisms can be
formal, with institutional
and legal grounds, and
informal. The latter are
not institutionalised and
can be employed at the
discretion of the conve-
ner of the engagement
process.
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» Modalities for stakeholder engagement also vary in nature.

The OECD Survey on Stakeholder Engagement in the Water Sector identified 24
mechanisms that can be categorised into two types: formal mechanisms that
have institutional and legal ground, and informal mechanisms that are not
institutionalised but can be implemented for a large variety of issues and at
the discretion of the convener of the engagement process (OECD, 2015h). These
different mechanisms have their strengths and weaknesses (Figure 14). More-
over, engagement modalities vary in terms of the amount of time they take, the
number of stakeholders they involve and the amount of resources they require.
Similarly, different tools may apply best to different steps of the policy cycle
(i.e. design, implementation or evaluation) or to different categories of actors.

Figure 14. Strengths and weaknesses of engagement mechanisms:
Examples from the water sector

Source: OECD (2015h).




Knowing the stakeholders

Knowing who is responsible for what and at which level is an essential starting
point to identify conflicts, grey areas and trade-offs to be managed. Stakeholder
mapping can shed light on the core and influential players and bring attention
to the interactions with, and the impacts of, stakeholders in other areas that
influence a given sector or policy area. Important aspects need to be taken
into account in mapping stakeholders, including identifying the relevant play-
ers (primary decision-maker, influential actors in the area, actors with power
to obstruct decisions, etc.); the potential of stakeholders to contribute to, or
hinder, decision-making and implementation processes; and the interest of the
identified players in the issue at hand. Critical for Inclusive Growth, such map-
ping has the potential to identify the categories of stakeholders that are often
excluded.

Access to information: The basis of stakeholder engagement

Today, most OECD countries have stand-alone freedom of information legisla-
tion, or the right to access information is embedded within other laws or reg-
ulations. However, OECD governments are struggling to fully institutionalise

openness and inclusiveness through access to information. In part, this is due Many OECD govern-
to regulatory and implementation challenges related to their scope (e.g. entities ~ ments are striving to
subject to the law), and to the extent and nature of information disclosed (e.g. fully institutionalise

exceptions). Effectively and transparently implementing the legal framework
is essential to safeguard the principles and objectives of the legislation (OECD,
2013b). One of way of doing so is through effective, accessible channels for
stakeholders to seek redress in their interaction with the public administration

through for example information commissioners or ombudsman offices. tion is only one compo-
nent of the engagement

openness and inclusive-
ness through access to
information. But informa-

process.
It is the attributes of the information disclosed, including its relevance in rela-
tion to the concerns of stakeholders, and its usability that make the difference
regarding the actual use of information to influence policy decisions (OECD,
2013b). Simply providing information does not by itself give users the oppor-
tunity to exercise accountability or participate in public processes. First, data
is often disseminated in a way that makes it difficult for average citizens and
even civil society or the media to understand, for example if it is presented as
aggregated reports or in highly technical language. Second, stakeholders must
have the capacity, and the necessary incentives, to use the information (Baena
and Vieyra, 2011).
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The role of new technologies: Open government data (OGD)
and social media

The steady integration of new technologies, including cloud
computing, social media and mobile technology, is giving rise to
new forms of public engagement.

Digitally enabled participation and production of services is changing people’s
expectations about their relationships with governments. As a result, the OECD
Recommendation on Digital Government Strategies highlights the need for new
public governance approaches to support a shift from governments’ anticipat-
ing citizens’ and businesses’ needs (citizen-centric approaches) to citizens and
businesses determining their own needs and addressing them in partnership
with governments (citizen-driven approaches).

From supply-side
to demand-side
service creation

Citizens and businesses
know their own needs.
Open Government Data
is an important tool in
allowing a citizen- and
business-driven
approach to designing
services that better meet
those needs.
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P Indeed, leveraging Open Government Data (OGD) for more
inclusive policy making implies adopting community-oriented
approaches to engage non-government actors, such as civil
society, academia and businesses.

This requires a move from individual steps to implement OGD to a more
concerted government approach to engaging with existing and potential data
producers and re-users. Communities, networks and events of different types
can help the government achieve greater reach, take-up and eventually impact
for OGD. This can include setting up more regular and intensive modes of en-
gagement, including user groups, meet-ups, contests and partnerships (OECD,
2015p). Country experiences offer interesting insights in this regard (Box 17).




Governments are
mobilising around
Open Government
Data

Many governments
across the OECD have
undertaken Open
Government Data
programmes, creating
innovative and inclu-
sive partnerships be-
tween government and
non-government actors.
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Through social

media, formerly
isolated individuals

or less well-resourced
groups can obtain
greater agenda-setting
power, which is
important for inclusive
policy making.

Channelling disparate interests and rallying for action is not new in itself, but
social media and the Internet more generally empower less organised and less
established groups and give them relatively inexpensive means to rally ad hoc
support around common causes. With these tools in hand, formerly dispersed
individuals or less well-resourced groups obtain greater agenda-setting power,
which is important for inclusive policy making. Although using social media still
tends to be more widespread among better educated individuals (Figure 15), the
Never Seconds blog in Scotland is a good example of how social media can em-
power people who had no previous effective recourse to existing intermediar-
ies. Through the blog, a nine-year-old schoolgirl and her parents raised aware-
ness on the low nutritional value of school meals, triggering policy responses?.
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They make it easier for governments to bypass or complement traditional
means for gauging public sentiment, such as opinion polls and organised in-
terest groups. Using social media for “active listening” can help governments
de-escalate problems or satisfy demands before they become the issues of
major discontent. Indeed, online petitions, for example, have become a power-



ful tool in many countries. The Latvian parliament accepted the online petition
platform www.manabalss.lv in 2011 as a valid means for the public to propose
new legislation. The parliament accepted a new rule of procedure whereby a
threshold of 10 000 valid citizen signatures (equivalent to around 0.5% of the
population) would require the government to put a legal proposal onto the
parliament’s legislative agenda. So far, 12 out of over 650 proposals have been
discussed in parliament. Some have become legislation, including the right of
judicial authorities to access information on civil servants’ offshore accounts.

Social media are also providing a powerful tool for co-production <

in public service by providing real-time opportunities for participa-
tion and feedback.

Some of the opportunities to transform public service delivery that are often
cited are: providing new — possibly more efficient — channels to deliver pub-

lic information, goods and services; identifying new means and resources for
collaboration in the creation and delivery of public goods and services; opening
up new ways to understand and anticipate user needs at various stages in the
service design and delivery process; and re-designing services in more iterative
ways. One example that combines several of those aspects is the continued
social media engagement of the Spanish national police, which has from the
beginning aimed at being as inclusive as possible, resulting in greater trust by
society and mission-critical results for the institution (Box 18).

Real-time
participation and
feedback

Social media can offer
new possibilities for col-
laboration in the creation
and delivery of public
goods and services as
well as opening up new
ways to anticipate and
understand user needs.
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ADDRESSING THE CHALLENGE
OF ENGAGEMENT

Strengthening administrative capacity, participation literacy
and reach

Stakeholder
engagement:
essential but
challenging

Challenges can include
low administrative
capacity, difficulty in
accessing hard-to-reach
social groups, including
under-represented seg-
ments of the population,
and weak participation
due to literacy issues or
perceptions of the com-
mitment required by the
engagement process.
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p Effective stakeholder engagement is not without challenges.
These challenges include: (i) low administrative capacity, weak mandates,
planning or incentives, or a non-supportive administrative culture; (ii) difficul-
ties in accessing hard-to-reach social groups, in particular under-represented
segments of the population (whether on the basis of social or economic back-
grounds, ethnic-, cultural- or gender-based identity or location factors); and
(iii) weak participation, including issues of literacy, accessibility or perceived
impact of the time and effort required to engage.

Building an administrative culture to support stakeholder
engagement requires reinforcing core public service values
throughout the public administration.

This means clearly identifying the values — both those that drive stakeholder
engagement in the public sector, such as openness, transparency, accessibility
and equal opportunity, as well as those such as impartiality, independence, ob-
jectivity and honesty, which require civil servants to value balanced and sober
evidence-based policy advice and to “speak truth to power”. These values need
to be trained, communicated, discussed, and reinforced including through their
inclusion in codes of conduct and competency frameworks, and their use in the
hiring and evaluation decisions. Many OECD counties provide ad hoc training
for public officials, including guidelines and lessons learned to help implement
a cultural change (OECD, 2014d).




Governments must also go beyond traditional consultation
processes to target the “willing but unable” and the “able but
unwilling” in order to support Inclusive Growth objectives.

Despite being affected by policy, some social groups are unlikely to engage
effectively when given the opportunity to do so, because of a combination of
lack of awareness, low participation literacy and information overload. This is
unfortunate, because these groups contribute with “situated knowledge” (Fari-
na and Newart). By contrast, well-organised interest groups are more effective
in using the traditional channels of communication with government. At the
same time, governments must strive to increase the appeal of participation for
people who are able but unwilling to participate due to subjective barriers, such
as a low interest in politics or a lack of trust in the meaningful use of input into
the consultation process (OECD, 2009b). Civil society networks or umbrella or-
ganisations can be government partners and take on the role of reaching out to
wider society. Various examples exist, such as Involve in the United Kingdom,
which co-ordinates government’s consultation on open government.

Specific techniques and tools may be needed for encouraging
underrepresented groups to participate.

The forthcoming OECD Recommendation on Gender Equality in Public Life,
for example, calls for integrating gender analysis into citizen engagement
initiatives. This is one tool to ensure fair representation of both women and
men during public consultations. Various examples of gender-sensitive good
stakeholder engagement practices can be found in OECD member and partner
countries (Box 19).

The participation
conundrum

For a variety of reasons,
some social groups are
unable or unwilling to
participate in the stake-
holder engagement
process. Other groups
are highly organised and
highly vocal. What can
governments do to hear
the voices of all people
affected by policy?
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» Engaging with youth is another case in point.

Youth and the The voice of the youth is not always heard in policy debates, despite their high
internet: not stakes in their outcomes and their potential input to find innovative solutions
what you think to shape a better future. Given that young people tend to be familiar with tech-
nology, it seems intuitive that governments could use social media to genuinely
Young people and social  engage them. However, governments are not very successful in linking up with
media go together. Butin ~ young people over the Internet: on average only 40% of young Europeans in-
fact, governments have teract online with the public administration. In addition, although most young

not been very successful =~ Buropeans use social media (85% on average), only a minority are interested
in using social media to engage in anything of a political or civic nature (Mick-
oleit, 2014). To some extent, failure to engage youth may be due to stereotyp-
ical approaches to social media that focus on asserting government presence
without due consideration for context. For example, in the United Kingdom a
study found that around two-thirds of youth prefer to talk to someone in per-
son rather than online and that one-quarter of unemployed young people are
uncomfortable filling in job applications online (UK Prince’s Trust, 2013). This
is the kind of context data that decision-makers need to consider when design-
ing social media strategies and guidelines that are supposed to address young
people’s concerns. Still, social media for youth participation holds promise. The
prospect of engaging around one in five young people is already a success in
countries like France, Iceland, Italy and Spain.

in linking up with and
engaging youth over the
Internet.

While including young people’s voices in the policy process can
require more effort in the short term, policies stand to gain in the
long term.

For this reason, OECD countries are increasingly looking for ways to integrate
youth voices into the policy and decision-making processes. This can include
giving a voice through a national strategy or policy on children and young peo-
ple’s participation in decision-making, setting up local child and youth councils
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and a national youth parliament as in Ireland (Box 20) or engaging youth in the
policy-making process. In Korea, youth participation organisations involved
over 100 000 beneficiaries around 357 policy-making projects. In Italy, since
1997, the Chamber of Deputies has organised a Youth in the Law Hall process to
introduce students to law development in the Piedmont region. Youth non-gov-
ernmental organisations, acting as an intermediary, can also be supportive in
raising young people’s interest in participating in policy making?.

Formal youth
engagement
programmes

OECD countries are
increasingly looking for
ways to integrate youth
voices into the policy and
decision-making pro-
cess. What are the ways
your country gives youth
a voice?
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Stakeholder
feedback must
be answered

Engaging stake-

holders should never

be a box-ticking exercise
but must be followed

up with feedback on
comments received and
on how the were used (or
not) in the policy
process.
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While governments use a wider range of tools to reach out to
users and citizens, a more proactive approach is needed to
raise awareness and promote a culture of participation

among stakeholders.

In order to reach a wider public, policy issues need to be framed in the lan-
guage of the constituencies and be brought to where they are. For example,
the budgeting process is traditionally viewed as a complex technocratic exer-
cise with little scope for active input from citizens. Addressing this challenge
requires a focus on promoting fiscal literacy, so that citizens and parliamen-
tarians alike can better understand their potential role in a modern budget
process, and in turn their potential impacts on advancing Inclusive Growth
outcomes.

Effective engagement also calls on governments to provide
adequate feedback on the comments received and on how

they were (or were not) incorporated into policy proposals.

Indeed, some regulators in OECD countries are required to provide this kind of
feedback (Figure 16), but this practice is not uniform across policy areas. Fail-
ure to offer feedback may lead to cynicism among stakeholders and decreased
willingness to repeat such experience. At the same time, demonstrating to
stakeholders that engagement? is inclusive and worthwhile helps prevent back-
lash and consultation fatigue. In France, for example, an evaluation of stake-
holder engagement activities of the Alsace-Moselle inter-municipal public water
service provider showed a steady increase in confidence in the service provider
from elected officials (95% of satisfaction rate) and users (80%) (OECD, 2015h).
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Much attention has been devoted to developing engagement tools, rather than
on measuring their effectiveness. As a result, there is a significant evaluation
gap in public engagement (OECD, 2001). This is true for both offline and online
forms of engagement®. Anecdotal evidence shows that co-production can help
tackle service failures, promote inclusiveness and participation, and reduce de-
livery costs. For instance, peer-to-peer support schemes have proved successful
in schools to address achievement gaps and promote greater inclusiveness and
participation; community-based approaches have also proved useful in devel-
oping more inclusive solutions, including, among others, in the educational and
health sectors®. In any case, better knowledge of what works and what does
not will help policy makers better leverage the potential benefits of stakeholder
engagement.

Engagement tools are
important, but so is
understanding their
effectiveness. Better
knowledge of what
works and what does not
is required.



Promoting enabling conditions for stakeholder engagement

These build on lessons learned on open government and digital governance,
citizen participation, regulatory policy, budgetary governance, as well as from
recent work on water governance 3%

In some areas, such as regulatory policy, stakeholder engagement has be-
come part of the policy-making requirements. Albeit an important enabler,
legal requirements are neither a sufficient nor an indispensable condition to
ensure successful stakeholder engagement.

Objectives for, and limits to, engagement should be well defined from the
outset, as should the roles and responsibilities of all parties.

Reasonable effort should be made to engage with all relevant stakeholders,
including by targeting the “willing but unable” and the “able but unwilling”
who hold important situational knowledge. Effort should be made to find
the appropriate delivery mechanism to increase the likelihood that their
voice be heard.

To shape better outcomes, engagement should be mainstreamed through-
out the policy process, including: i) identifying policy priorities; ii) drafting
the actual policy document; 1i1) implementing the policy; and iv) evaluating
its impacts.

A wide range of tools is increasingly available, including online platforms,
social media and open data to broadly engage different segments of the
population. At the same time, these tools can be adapted to the user, in-
cluding by “minding the digital gap”.

by using the feedback received to inform decisions and by providing feed-
back to stakeholders on the use of their inputs.



Systematic evaluation is needed to continuously adapt the tools and ap-
proaches to stakeholder engagement, as well as to build a solid business
case for engagement, including both the costs and benefits.

Stakeholder engagement tools work differently across levels of government,
places, times, objectives, stages of the policy cycle, etc. Hence, it is import-
ant to tailor engagement mechanisms to each context, types of stakehold-
ers and place-based needs. In addition, as governance systems are dynamic,
stakeholder engagement processes should be flexible enough to adapt to
changing circumstances.

This involves embedding a culture of inclusion in policy making in the ad-
ministration from the leadership to the employees, and giving government
officials access to appropriate skills, guidance and training.

Making inclusion a priority in workforce management sends a clear signal that
all groups are welcome to contribute to government and governance. At an op-
erational level, diverse leadership and teams are more likely to find innovative
solutions and work across silos when empowered to do so (OECD, 2011d). This
is most evident at the senior management level, where evidence shows that
inclusion results in a more balanced approach to decision-making and, in the
private sector, better bottom-line outcomes®. In addition, a core element of a
more inclusive public sector workforce is employee engagement. Statistics show
that more engaged front line staff appears to provide more satisfying service
experiences to the citizens they serve. Evidence also suggests that satisfaction
with public service delivery is positively correlated to citizen trust in govern-
ment and governance®.

An inclusive workforce
results in a more
balanced approach to
decision making and
more engaged
front-line staff.



SHAPING POLICIES FOR
INCLUSIVE GROWTH:
VOICE, INCLUSION AND
ENGAGEMENT

Employment
policies that favour
diversity

Work policies that favour
work/life balance,
promote diversity in
leadership functions,
lifelong learning and
knowledge management
encourage a diverse
public sector workforce.
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» Inclusion requires a holistic approach to employee engagement.
Inclusion requires not only a workforce whose diversity reflects the population
it serves, but also an organisational culture and a development strategy that
enable each and every staff member to contribute their full potential. Complex
employee surveys on perception and engagement can be used to identify da-
ta-driven strategies, as was done by the German Employment Agency

(Box 21). Policy areas that can contribute to an inclusion strategy include rec-
onciling work and life, promoting diversity in leadership functions at all levels,
equally sharing family responsibilities, and managing using an intergeneration-
al life-cycle approach with appropriate working conditions, lifelong learning
and knowledge management (Gerpott and Voelpel, 2015). These approaches can
also be encouraged beyond the public sector, as done by the Austrian Govern-

ment’s “work and family audits”*.




Available data points to lower levels of inequality in countries with a great-

er share of women in legislatures and shows a positive relationship between
women ministers and confidence in national governments (Mavisakalyan, 2012;
Rehavi, 2007). While generally well represented in OECD countries’ public sec-
tor workforce, women they still lag behind in parity in management and leader-
ship positions. Despite variations, women consistently occupy less than half of
public service decision-making positions, on average accounting only for 28.6%
of senior managers across OECD countries (Figure 17). Nonetheless, generation-
al shifts, increasing levels of education and changing perspectives as a result
of a new socio-economic reality and sustained efforts towards diversity, are
contributing to an increase of the number of women in management positions,
although mainly in middle management (OECD, 2014h).

%
100

20
80
70
60
50
40
30
20

eluoisy
BIUBAOIS
elsny
uspamg
lebnuod
AemioN
epeue)
puejod
puejeaz moN
yewuaq
alyo
elessny
wopbury
pauun
puejul4
wnibjag
SpuelsyioN
QoueI4
Auewisn
puepszIMs

Secretarial Positions W Professionals @@ Middle Management EEE Top Management

Note: Data for Luxembourg, Slovenia and Sweden are for 2011 rather than 2010. Data for France
are for 2009 rather than 2010. Data for the Netherlands are in full-time equivalent.
Data for Switzerland on secretarial positions also include technical positions.
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Several actions could be implemented to undertake such objectives. Strength-
ening leadership and enhancing management and executive accountability are
fundamental. Being an attractive employer implies competitive salaries,

While women are well
represented in the public
sector workforce, they
sill lag behind in parity in
management and leader-
ship positions.



While progress is being
made, much more needs
to be done to ensure that
policy isn’t captured by
narrow interests.

a stable work environment, opportunities for growth and development, con-
structive social dialog, and a culture that encourages senior managers to
“speak truth to power” and provide evidence-based advice without fear of
retribution. Inclusion can also be enhanced by improving work-life balance op-
tions and promoting flexibility, transparency, and fairness of the public sector
employment systems and policies. Finally, monitoring and evaluating diversity
and inclusion programmes on a regular basis and holding managers and public
employees accountable also constitute essential measures; these are necessary
to adjust policies, goals and methods to improve the equality and diversity of
the public administration over the long-run.

Under the paradigm of open government — collaborative governance, open data
and co-production, for instance — higher levels of engagement hold promise for
inclusive policy making, particularly in the context of Inclusive Growth. Inclu-
sive policy making, especially through stakeholder engagement, can help shape
priorities that closely match the needs of society, including those of under-
served or excluded social groups.

Stakeholder engagement can be undermined by inadequate representation,
inaccessibility of information, obstacles to civic participation and inadequate
use of inputs received, among others. Beyond these challenges, there is a need
to dispel the myths around stakeholder engagement. Even with the best in-
tentions and the framework conditions in place, stakeholder engagement still
risks failing to achieve an inclusive process and may even entail capture if not
properly handled. A number of exogenous and endogenous factors may explain
failed engagement processes, including the lack of consideration of contexts
and place-based specific dimensions.

Together with openness and engagement, solid integrity frameworks for pol-
icy making can help ensure that final policy decisions reflect the views of the
many, and not just the few. Generally, countries have made progress in estab-
lishing the essential remedies to avert policy capture and safeguard inclusive
policy making based on increasing transparency and integrity in lobbying,



better managing conflict of interest and balancing political finance. Yet, more
work needs to be done as some exiting practices and legislative loopholes (e.g.
third party funding in political finance) still remain vulnerable to exploitation
by powerful narrow interests.

In particular, there is a need to deepen the understanding of the contribution

of stakeholder engagement to inclusive policy making, its drivers and policy Digital government,
enablers The ongoing OECD data collection on open government and citi- including open govern-
zen participation in the policy cycle will help to identify common trends and ment data (OGD) and
challenges and provide evidence for better stakeholder engagement for Inclu- social media, have a

sive Growth. Digital government, including open government data and social
media, can be further leveraged as enablers of new and innovative forms of
engagement and collaboration. Through this, the OECD will also contribute to
collecting evidence on the impact of stakeholder engagement in better policy and collaboration.
outcomes.

growing role to play in
stakeholder engagement

In particular, further guidance building from successful and less successful
practices should be provided in the areas of budgeting and rule-making as

they are the critical tools of policy making and essential levers of welfare and
redistribution. In particular, much remains to be done in terms of providing
practical guidance for engagement regarding targeting various segments of

the population, the length of the engagement process and its sequence, and
efficient ways of acknowledging feedback and taking it into account. Much can
also be learned from the applied knowledge of stakeholder engagement in spe-
cific sectors, in particular water where engagement practices have developed at
all levels of government.

Enabling conditions for shaping inclusive policies, including by ensuring inclu-
sion in the public sector workforce should also be a priority. Further work on
diversity, inclusion and employee engagement through collecting indicators
related to these areas, as well as through research on leadership and public
employment policies, will help countries define comprehensive strategies to
attract and retain the best talent in the public sector. It will also build more
inclusive institutions, more inclusive societies and more Inclusive Growth.



Policy design

Policy implementation

Policy evaluation

Objective

Identification of whole-of go-
vernment Inclusive Growth goals
and systematic consideration in
decision-making are guided by
reliable, timely information

Balanced participation and
representation facilitate inclusive
problem identification and
decision-making

Delivery and accountability align
capacity and resources with
Inclusive Growth goals across
social groups and locations

Feedback and engagement
mechanisms promote inclusive
and informed policy
implementation

Generation and use of multidi-
mensional impact assessments
help refine Inclusive Growth
policy packages

Progress in meeting whole-
of-government Inclusive Growth
targets is reported in a timely
and accessible manner

Governance underpinnings

Solid evidence and data help
shape Key National Indicators

Openness and engagement
support inclusive priority setting

Multidimensional policy making
frameworks boost policy cohe-
rence across sectors and levels
of government

Resource allocation is aligned
with Inclusive Growth goals, en-
abling sustained implementation
over the medium to long term

Vision and resources are aligned
through better co-ordinated
processes and accountability
mechanisms

Multilevel governance improves
joined-up delivery of Inclusive
Growth outcomes

Engagement of the public sector
workforce is related to a shared
organisational vision

for Inclusive Growth

Service delivery is revamped,
relying on innovative delivery
mechanisms to ensure access
and common quality standards

Ex post evaluation focused on
distributional impact of outco-
mes that matter for well-being

Responsive changes are made
based on beneficiary assess-
ment of services and service
providers

Feedback loops inform new poli-
cy packages and programmes,
including from independent
mechanisms

Governance levers

Whole-of-government vision setting charts the
way and aligns the public sector

Mechanisms and capacities gather and use
multidimensional and disaggregated data to
inform key national target outcomes

New policy making frameworks help assess
trade-offs and complementarities across policies

Budgetary and performance instruments align
with medium- and long-term implications of
Inclusive Growth

Transparency and integrity tools help avert policy
capture by specific private or political interests

Openness and stakeholder engagement mechanisms
help identify needs, inform vision setting and shape
laws and regulations that affect everyday life

An inclusive public sector workforce is better
equipped and engaged in addressing evolving
societal needs

Monitoring and accountability systems are aligned
with IG whole-of-government outcomes

Centre of government co-ordination enables
pursuit of joined-up outcomes

Innovative partnerships and technologies (co-design,
co-production, digital welfare) are enabled to increa-
se access and reach across groups and locations

Updated capacities and skills of the public sector
reflect new demandsfor policy coherence, evaluation,
co-ordination and engagement)

Diversity within the public workforce boosts delivery
and engagement

Digital government strategies enable meaningful
two way consultations

Mechanisms for inclusive stakeholder engagement
in programme execution and delivery

A comprehensive evaluation strategy monitors
multidimensional impacts

Independent reviews and audits target
multidimensional outcomes

Monitoring mechanisms provide on time,
accessible monitoring of key outcomes to a
wide range of stakeholders

Social evaluation contributes to ex post assessment,
particularly in the welfare areas

Access to redress helps enable equal opportunities
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ENDNOTES

! The OECD considers Inclusive Growth as “economic growth that creates op-
portunity for all segments of the population and distributes the dividends of
increased prosperity, both in monetary and non-monetary terms, fairly across
society” (OECD, 2014a).

20ECD Income Distribution Database: www.oecd.org/els/soc/income-distribu-
tion-database.htm.

3The statistical data for Israel are supplied by and under the responsibility of
the relevant Israeli authorities. The use of such data by the OECD is wihout
prejudice to the status of the Golan Heights, East Jerusalem and Israeli settle-
ments in the West Bank under terms of international law.

*OECD Regional Wellbeing Database: www.oecdregionalwellbeing.org/.
>OECD Statistical Database: http://stats.oecd.org.

®For example, between 1990 and 2010, rising inequality is estimated to have
knocked more than ten percentage points off growth in Mexico, nearly nine
points in Finland, Norway and the United Kingdom, and between six and seven
points in Italy, Sweden and the United States (OECD, 2014e).

’Indeed, the cross-country correlation between growth rates of GDP per cap-
ita and multidimensional living standards is positive but with large variance
across countries. For example, France and Germany have registered almost

the same per capita GDP growth during 1995-2007, but living standards grew
1.7 times faster in France. Of this variance in multidimensional living stan-
dards, only 38% can be statistically explained by GDP growth. One element that
shapes these differences is the divergence between GDP growth and the growth
of average household income, influenced by structural factors such as the fiscal
stance or the respective roles of the private and public sectors (OECD, 2014a).

8 OECD (2014a); see also US Department of Justice (2014), “Interagency Legal Aid
Roundtable Toolkit” www justice.gov/atj/legal-aid-interagency-roundtable-tool-
kit; remarks of Director Lisa Foster, US Access to Justice Initiative, Equal Justice
Conference May 2015; Gargarella, R. “Too far removed from the people”, Access
to Justice for the Poor: The Case of Latin America; Canadian Forum on Civil
Justice (2006,) Social, Economic and Health Problems Associated with a Lack

of Access to the Courts, A special report from the Civil Justice System and the
Public Project, Commissioned by the Research and Statistics Division, Depart-
ment of Justice Canada. March; Currie A., The Legal Problems of Everyday Life,
The Nature, Extent and Consequences of Justiciable Problems Experienced by
Canadians, Department of Justice Canada; Indiana Legal Services, Inc., the
Indiana Bar Foundation, and the Pro Bono Committee of the Indiana State Bar
Association (Indiana Legal Services & al.) (2008), Unequal Access to Justice: A
Comprehensive Study of the Civil Legal Needs of the Poor in Indiana;



°Beqiraj J., McNamara L. (2014), International Access to Justice: Barriers and
Solutions (Bingham Centre for the Rule of Law Report 02/2014), International
Bar Association; Sharon Matthews, Making the case for the economic value of
legal aid, Briefing note (Canadian Bar Association, British Colombian branch);
Canadian Forum on Civil Justice (2006,) Social, Economic and Health Problems
Associated with a Lack of Access to the Courts, A special report from the Civil
Justice System and the Public Project, Commissioned by the Research and Sta-
tistics Division, Department of Justice Canada.

0QOECD (2006b), “Chapter 5. Enhancing Women'’s Market Access and Promot-
ing Pro-Poor Growth”, Promoting Pro-Poor Growth: Guidance for Donors, DAC
Guidelines and Reference Series, OECD Publishing, Paris.

! Some estimates show that, for example in the United Kingdom, each legal
problem reported to cause physical illness may ultimately cost the health-
care system between 113-528 GBP and between 195-2 224 GBP per patient in
stress-related effects. Estimates from England and Wales indicate that unre-
solved legal problems cost individuals and the public 13 billion GBP over a 3.5
year period. On the impact of legal aid, studies point out that it can save public
funds by reducing evictions and alleviating homelessness, protecting patient
health and helping low-income people participate in federal safety-net pro-
grammes. Legal aid can also contribute to economic growth by increasing jobs,
reducing work days missed due to legal problems, creating more stable housing,
resolving debt issues and stimulating business activity. For example, a 2009
Texas study found that for every direct dollar in legal aid, the annual gains

to the economy were found to be reduction of 742 USD in total spending and
gains of 3.52 USD in output, and 2.20 USD in personal income. See Pleasence,
Buck and Balmer, 2006; Currie, 2006, 2007a, 2007b, 2009; Pleasence et al., 2007,
2008a, 2008b; Stratton and Anderson, 2008; Abel, 2012; The Perryman Group,
2009.

2There is no agreed on methodological approach for measuring citizen legal
needs and costs of accessing justice.

3For further information, see www.oecd.org/effective-public-investment-tool-
kit/.

“For OECD work on multilevel governance, see www.oecd.org/gov/regional-pol-
icy/multi-levelgovernance.htm.

>For example, Scotland identified where indicators were not available at the
time, leaving a placeholder for future development. New Zealand reached out
externally to complement available indicators and also identified those unable
to ensure a realistic framework. France is currently embarked in a process

of continuous improving their KNIs, to achieve a simpler, more accessible
framework.



*Regulated by Royal Decree 1083/2009.
For more information, see www.gov.scot/About/Performance/scotPerforms.

®Programmes of this kind are increasingly common in OECD countries and
benefit leaders in two ways. Leaders are exposed to ideas and insights from

the curricula and the sharing of experiences by participants. This, in turn,
enables the creation of networks that can be leveraged to stimulate horizontal
information sharing and collaboration. In Belgium, for example, the Vitruvius
programme, an in-depth 24-day programme conducted over 8 months, has now
coached over 450 middle and top leaders.

Y For example, across 15 OECD countries, people with better education live on
average 6 years longer at age 30 than people with the lowest level of education.
Access to quality health care may explain some of this inequality. Also, there
is a strong positive correlation between educational attainment and subjective
life satisfaction across countries (Atkinson, 2013). Being born in a disadvan-
taged family has an impact on a students’ performance and access to tertiary
education, which, in turn, has an impact on earnings, employment status and
also on life expectancy (OECD, 2010b).

220n average, across OECD countries 15% of the variation in students’ perfor-
mance in mathematics can be explained by their socio-economic background.
In 2013, more than 50% of students enrolled in tertiary education had at least
one parent with that level of education whereas only 10% of children whose
parents had not completed their secondary education were enrolled in uni-
versity. While the majority of OECD countries have achieved and maintained
universal coverage for health care, challenges remain. On average across EU
countries, people with low incomes are eight times more likely to report unmet
care needs. Differences in access remain for spatial reasons (see OECD, 2015f)
and access to justice.

21For further reference, see OECD, 20150.
22 See www.gov.uk/service-manual/digital-by-default.

2 For example, Traber (2013) finds that “public interest groups report higher sat-
isfaction with the policy outcome, the more they participate”. Essaiason et al.
(2012) find that “personal involvement is the main factor generating legitimacy
beliefs”.

2 Elinor Ostrom (2010) demonstrates that solidarity-based economies are prom-
ising alternatives to state-centred command-and-control economic solutions to
pressing soclial and ecological problems.

2 Findings of the 6th OECD Expert Meeting on Measuring Regulatory Perfor-
mance www.oecd.org/gov/regulatory-policy/the-hague-workshop.htm.



% Subnational governments across the OECD manage 40% of public expendi-
ture, 50% of public procurement, 59% of public investment and 63% of public
sector staff expenditure (OECD, 2014a).

27 See www.telegraph.co.uk/education/educationnews/9334721/Neverseconds-
Martha-Payne-the-unsquashable-school-meal-crusader-aged-nine html.

B For a more in-depth discussion on youth and public governance see OECD
(forthcoming: c and d; OECD, 2015m).

2For an overview of the evaluation of efforts of digital engagement in the Unit-
ed States from a US perspective, see Evans and Campos, 2013.

*9For cases and examples, see OECD, 2011c.

*!Including the Guiding Principles on Open and Inclusive Policymaking, the
Best Practice Principles on Regulatory Policy: Stakeholder Engagement, the
Checklist on Stakeholder Engagement for Inclusive Water Governance, the Rec-
ommendation on Digital Government Strategies and the forthcoming Recom-
mendation on Gender Equality in Public Life.

%2National Human Services Assembly, NYU Wagner School of Public Service,
Capstone Consulting Project, Developing Senior Management Diversity, Spring
2011.

$3For an overview of the correlations between public servants commitment,
satisfaction with public service delivery and citizen trust in government, see
Heintzman and Marson, 2005.

*Supported by the Austrian Government, the Work and Family Audits pro-
gramme aims to assess the compatibility of a company’s work environment
with family-related needs, and lays out a company plan with dedicated goals
and defined time spans (OECD, 2015k).
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