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Institutional Affairs Committee

From Subsidiarity to Success: The impact of decentralisation on economic growth in Europe 

A study commissioned by the Assembly of European Regions

Information Paper

Key questions:

How does the power distribution in a particular country affect regional development? And, what is the impact of decentralisation on economic perfomance? 

Content:

Two years in the making, the study was commissioned by AER to prove what we already know anecdotally – that administrative, functional, political, vertical and financial decentralisation can, given the right balance, create conditions for better economic performance.

The study consists of two parts. “Part 1: Creating a Decentralisation Index” marks the first combined qualitative and quantitative analysis of decentralisation indicators ever conducted. The study brought together quantitative data gathered from existing sources – such as the OECD, the IMF and Eurostat – with qualitative data based on the results of 88 questionnaires completed by regions from 26 European countries. Based on this data, a “Decentralisation Index” was created which indicates the degree of decentralisation of a country/region on a scale from 0 to 100. Switzerland, for example, is the most decentralised European country with a value of 70, while Bulgaria is the most centralised, with an index of 25.

“Part 2: Decentralisation and Economic Performance” analyzes the impact that decentralisation has upon economic performance, according to indicators such as GDP, taxation levels, regulation of product and labour markets, patents granted and industry structure. The study proves that decentralisation can indeed significantly boost some economic performance indicators, with some exceptions. 

Outline of the study:

-  Phase 1: 
Gathering all relevant data from the regions = > establishing a regional 


policy databank

· Phase 2: 
Analysis of the data => econometric modelling of the relationship of the 


regional competence variables and regional economic performance

· Phase 3: 
Writing a report = > describing the data set and giving recommendations 

Research institute: 

The study was conducted by BAK Basel economics, an independent Swiss research institute based in Basel. For further information: http://www.bakbasel.ch/ 
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