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Outline of the presentation 

1.Why does governance matter critically for public investment 

effectiveness– in particular at the subnational levels? 

2.Which governance capacities matter the most for effective public 
investment across levels of government? 

3.How to best support countries in implementing good governance practices 

for public investment? 
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Why does governance matter 

critically for public investment – in 

particular at the subnational levels? 
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 OECD (WB & IMF): the effect of public investment on growth is sizeable – high 
multiplier effect + critical for environmental performance and well being  
 The first year effect of a ½ per cent of GDP public investment stimulus by all OECD 
economies is significant and translates for example in 0.6% of GDP increase in the United 
States, and 05% in the Euro area (OECD, 2016) 

 
 highest effect in fields that are associated with large externalities …lowest in 

countries where the public capital stock is already high (OECD, 2016) 
 

 It is total investment and the capital stock that matter for growth 
 
 Strong decline in public investment following the crisis…Call for more public 

investment in OECD countries (well targeted to specific sectors/places) 
 
 Subnational governments are key actors for public investment  
 

Public investment, growth and governance 
Key messages from the OECD 
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Source: OECD national accounts 

Share of public investment at subnational level (2014 data) 
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Subnational governments are in charge of almost 60% of public 
investment 
This raises important governance challenges 
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Public investment, growth and governance 
Key messages from the OECD 

 Governance challenges: public investment inherently fragmented = horizontal/vertical 
coordination challenges  

 ….+ issues of capacities of subnational governments to handle public investment 

 Impact of public investment depends on the way it is managed… 

 … and the extent to which it is targeted towards a place-based approach  

 Public investment needs to differ across regions depending on their density, economic 
structure and distance from the productivity frontier 

 Heterogeneity calls for differentiated investment strategies to tailor investment to local 
needs and the competitive advantages of regions  place-based approaches very demanding 
from a governance perspective  

 Investment in physical infrastructure is important for regional performance, particularly 
when co-ordinated with other strands of policy (human capital, innovation). When 
undertaken in isolation, it can yield poor results, and it seems to be subject to diminishing 
returns (OECD, 2009) - Policy complementarities across investment priorities are critical  
require governance tools to manage them (OECD, 2011, 2013, 2015) 
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 Quality of  regional government (QoG) 
varies greatly across regions within 
countries 

 Rodriguez-Pose and Garcilazo (2013), 
OECD (2013): Institutional quality and 
governance processes affect the 
returns to public investment 

 …and strongly mediates the returns of 
expenditure on EU funds 

 Better QoG is associated with better 
returns to public investments in places 
with relatively large investment 
expenditure (the case of cohesion 
policy). 

 This reinforces concerns about SNG 
capacity challenges = need to invest in 
governance 

Source: N. Charron, V. Lapuente and L. Dykstra (2012.) “Regional Governance Matters: A 
Study on Regional Variation in Quality of Government within the EU” (forthcoming 
Regional Studies). 

Institutions and governance matter  
Empirical evidence indicate that investment and growth outcomes are 
correlated to the quality of government at the sub-national level 
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Public investment at the sub-national level used as an adjustment variable in the EU  

(Base 100 = 2005) 

EU sub-

national 

90

95

100

105

110

115

120

2006 2007 2008 2009 2010 2011 2012 2013 2014

Intermediary consumption Staff expenditures

Social expenditure Investment

Total public expenditures PIB

Improved governance matters critically to make the most of reduced 
public investment 
Public investment as an adjustment variable at the subnational level (EU) 
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Which governance capacities 

matter the most for effective public 

investment across levels of 

government? 
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Which sub-national capacities are important?  
15 important sub-national capacities that correspond to the principle 
stages of the investment cycle  

Planning & 
project 
selection 

Financing 
and 
budgeting 

  

Implementati
on 

Evaluation  

Effective strategic planning 
Cross-sectoral coordination 

Cross-jurisdictional coordination 
Stakeholder involvement 

Rigorous ex-ante appraisal 

Linkage to multi-year budgeting 
Traditional & innovative financing 

Private sector financing 
Competitive procurement 
Sound monitoring systems 

Ex-post assessment 
Use of  performance information 

Risk management 
Coherent regulation across levels of government 
Professional and technical skills 

Throughout 

Capacity needs and bottlenecks differ from region to region  



OECD-CoR survey results (2015) 
Governance challenges are prominent for SNGs (and vary according to 
their size) 
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Designing and planning infrastructure in a long-term perspective  

 Lack of capacity to design long-term infrastructure strategies (65% SNGs) 

 Lack of sufficient in-house expertise to design infrastructure projects (56%) 

 Lack of coordination across sectors 

 

Coordination across levels of government & jurisdictions 

 Mismatch between local/regional needs and those given priority at central level (84%).  

 Absence of a joint investment strategy with neighbouring cities/regions (76%)  

 Lack of incentives (such as financial incentives) to cooperate across jurisdictions 

 

Performance monitoring 

 Though a monitoring system might exist, it is frequently pursued as an administrative 

exercise and not used as a tool for planning and decision-making (66% of SNGs)  

 Lack of (ex-post) impact evaluations (71%) 

 

Red tape and regulatory burden 

 A large majority of respondents (90%) consider excessive administrative procedures, 

lengthy procurement and red tape as a challenge 

 

 



OECD-CoR survey results (2015): learning from good practices 
Practices that help the management of public investment  
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Subnational governments should: 
 Improve medium-term planning for infrastructure investment 

 Multi-year 
 Linked with budget 
 Credible enforcement mechanisms 

 Adopt investment strategies that cross existing jurisdictional boundaries 

 Mutualise functions 
 Procurement (framework contracts) 
 capital funding to have access to finance 

 

National governments should: 
 Adopt national strategies for infrastructure investment which help guide the strategic 

priorities  for the country – beyond policy silos 

 Develop some platforms of coordination with SNGs/instruments to foster joint 

investment/co-financing with SNGs 

 Provide incentives for SNGs to cooperate on infrastructure development 

 Clarify the allocation of competencies in the field of infrastructure 



• Invest using an integrated strategy tailored to different places 

• Adopt effective co-ordination instruments across levels of government 

• Co-ordinate across SNGs to invest at the relevant scale 

Pillar 1 

Co-ordinate across 
governments and  policy 

areas 

• Assess upfront long term impacts and risks 

• Encourage stakeholder involvement throughout investment cycle 

• Mobilise private actors and financing institutions  

• Reinforce the expertise of public officials & institutions  

• Focus on results and promote learning 

Pillar 2 

Strengthen capacities and 
promote policy learning 

across levels of 
government 

• Develop a fiscal framework adapted to the objectives pursued 

• Require sound, transparent financial management 

• Promote transparency and strategic use of procurement  

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

Pillar 3 

Ensure sound framework 
conditions at all levels of 

government 

OECD Recommendation on Effective Public Investment 

Across Levels of Government  
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How to best support countries in 

implementing good governance 

practices for public investment? 
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Supporting the implementation in countries 
Toolkit, indicators and country studies 
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• Practical guidance  for each of the 12 
Principles 

• Country profiles with data & indicators  

• Recent development s and good practices in 
countries  

• Checklist and self assessment tools 

• Peer learning and capacity-building: 

Disseminate examples of good practices , 

data and indicators and help governments 

at all levels  diagnose key challenges for 

investment 

 

• Monitoring: Follow-up reforms and recent 

developments in this field  

Implementation Toolkit with:  

Key objectives 

Supporting the implementation in countries 
Toolkit, indicators and country studies 



Supporting the implementation in countries 
Country studies with detailed scoreboard of indicators 



18 

Results of indicators for OECD countries (average)  (OECD, 2016)  

Supporting the implementation in countries 
Indicators on multi-level governance of public investment 

 Centralised countries tend to have more challenges on planning or multi-level dialogue 

 …whereas highly decentralised countries have more challenges for the coordination across 

sectors or fiscal stability. 
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Recent OECD publications 



THANK YOU 

Dorothée.Allain-Dupré@oecd.org 
 
   

http://www.oecd.org/effective-public-investment-toolkit/ 
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