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Introduction 

The global financial crisis and subsequent recession have exposed vulnerabilities and structural 
imbalances in major economies. Income levels have diverged sharply in many OECD, middle-income 
and developing countries. Stable earning opportunities, income security and modern infrastructure 
amenities still remain out of reach for hundreds of millions of people. Such inequalities, compounded 
with global trends that have been building up for decades (e.g. increasing globalisation, increasing 
scarcity of natural resources, new security challenges, rapid technological innovation, a move towards a 
knowledge-based economy, and demographic shifts) affect economic performance by undermining 
social cohesion and trust, and limit sources of growth by leaving many resources untapped. In this 
context, governments around the world are increasingly under pressure to re-think conventional 
economic policy and governance strategies in order to understand what truly makes life better for 
citizens. While growth is important for social welfare, it is not sufficient to reduce inequality.  New, 
more equitable and inclusive approaches to growth are needed in OECD and partner countries; this was 
recognised by OECD countries ministers at the occasion of the 2012 OECD Ministerial Council Meeting 
under the theme “All on Board: Policies for Inclusive Growth and Jobs”. 

Inclusive growth aims to reduce inequality and poverty and improve quality of life, and ensure 
that all segments of society benefit from economic growth. Inclusive growth creates equal opportunities 
(for education, employment, entrepreneurship) regardless of individual circumstances or geographical 
location.  Inclusive growth also means good economics, by increasing the resources put into the 
economy:  under-utilised people, assets and places. Incorporating distressed communities into the 
economy is not just good for these communities, but for the economy overall, by improving regional 
economic efficiencies, leveraging market linkages and avoiding the costs of concentrated poverty.  

While the causality is not simple, sound governance matters to achieve inclusive growth and 
sustainable development. It matters as much for less-developed and emerging countries as for OECD 
member countries.  The recent crises also revealed regulatory failures and serious weaknesses in 
governance and regulatory structures, thus putting the need to restore governance deficit to the 
forefront of the policy agenda (OECD 2012).  

The crucial nature of sound governance and public sector institutions for inclusive growth and 
development was highlighted in both the 2012 OECD Development Strategy and the new OECD 
initiative New Approaches to Economic Challenges, as well as in international commitments such as the 
Busan Partnership for Effective Development Co-operation. These initiatives emphasised that strong 
and accountable public institutions, government effectiveness, and transparent and fair management of 
public resources are central to countries’ development and need to be better reflected in the way 
countries deal with policy challenges.  

Indeed, better governance and sound institutions can lower transaction costs, reduce 
uncertainty and level the playing field in society.  Institutions that stamp out endemic corruption, 
establish the rule of law and contract compliance, enable the participation of citizens, and safeguard 
private property rights are increasingly regarded as vital for encouraging a favourable business and 
economic climate, better integrating under-utilised resources in the economic process and achieving of 
greater social justice. The quality of governance ‐ particularly state capacity ‐ also plays a vital role in 
achieving national goals, by bolstering state effectiveness and thus allowing responsive officials to 
deliver things that citizens want:  better schools, security, health care, and living standards.  
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Questions 

 What is the role of governance and effective public sector institutions in promoting inclusive growth 
and national well-being across OECD and partner countries?  

 In what ways does sound governance promote inclusive growth and what evidence exists of the 
correlation between good governance and inclusive growth? 

 How can new approaches to governance help governments tackle inequalities and promote economic 
development? What are the innovative tools available to governments in these areas? What are the 
good practices and lessons learned?  

 What role can international partners play in supporting governments in achieving inclusive growth? 

 

Challenges  

To maximise the contribution of governance to inclusive growth, some of the challenges that some 
countries may need to address include: 

 Creating a virtuous cycle of development through establishing sound governance institutions and 
developing human capacity.  

 Ensuring the availability, accessibility and quality of public programmes and services, within tight 
fiscal constraints, to enable all population groups to have equal access to social and economic 
opportunities and to enable the disadvantaged to share in the benefits of economic growth.  

 Harnessing the untapped economic potential of people and places and by reducing economic and 
social disparities through effective multi-level governance and place-based policies.   

 Taking into account the complexities and political realities that underpin both formal and informal 
institutions involved in policy implementation and making governance reforms happen.  

 Capitalising on the rapid rise of technology-based tools and the increased use of social media to 
enhance service and programme accessibility and citizen participation in the public policy process. 

  

“Sustaining growth…requires specific institutional solutions to important market failures that can be 
implemented in particular political settlements…  
 
Aspects of investment, technology acquisition, factor allocation and political stabilisation are strongly 
interconnected with each other and with institutional and political governance capabilities. The governance 
capabilities that support policies in these areas are critical for sustaining inclusive growth.”  

 
Mustaq Khan 
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Background 

What are the key governance elements necessary for ensuring inclusive growth?   

While the evidence is uneven, the experience of OECD and partner countries seems to point to 
the importance of the following governance elements in promoting sustainable and inclusive growth, 
including: 

Strengthening strategic government capacities to define and steer policy implementation  

 Strengthening the strategic capacity of governments -- including in terms of long-term planning, 
management of performance and capacity to change -- to accelerate decision making and the roll-out 
of decisions, while maintaining accountability and risk-based oversight.  This capacity would support 
long-term preparedness and short-term responsiveness in the face of recurring and multiple crises. 
Structures, processes and the workforce should be flexible and able to adapt to changing citizens’ 
needs and emerging policy issues.  

 Ensuring fiscal balance and budget transparency through responsible fiscal and financial 
management policies and sound budget institutions to support control of public expenditures and 
help mobilising domestic resources and ensure that these resources are used in a fair, transparent 
and equitable way. 

 Ensuring that the senior leadership has appropriate knowledge and skills to develop and guide the 
strategic direction of government and to lead and manage policies for inclusive growth; and that the 
public sector workforce has the competencies, values and engagement necessary for building a 
productive, transparent and agile public sector – to enable effective policy design and 
implementation. 

Promoting regulatory reforms for governance innovations and sound place-based policies 

 Reducing regulatory burdens and administrative barriers to boost private sector activity and create 
jobs and finding a balance between streamlined and transparent regulatory rules for growth while 
ensuring their enforcement and implementation. In this context, the OECD has developed the 2012 
Principles for Regulatory Policy and Governance which support countries in building better 
regulatory frameworks for inclusive growth. 

 Supporting a place-based approach to inclusive growth by promoting growth in all regions, as all 
regions display growth and development potential through improved multi-level governance and co-
ordination between the centre and regions.    

Promoting inclusive public service delivery and policy -making process  

 Improving public service delivery under tight fiscal constraints – through the use of innovation - in 
areas such as education, health, and other social services to expand human capacities, especially of 
the disadvantaged and improve equal access to opportunities. This can help engage un- and under-
utilised people and places into economic activities thereby tapping into new sources of growth and 
fostering social cohesion. Moreover, the accessibility and quality of public services are essential to 
support inclusive growth. The OECD Observatory of Public Sector Innovation supports governments 
in identifying innovative ways to deliver public services and reach out to excluded communities. 

 Promoting evidence-based and inclusive policymaking through public consultation and citizen 
engagement – to ensure that policies are reflective of a broad range of stakeholders and thus more 
inclusive of the wider population. The next edition of OECD’s Government at Glance (2013) will 
provide international benchmarks on key aspects of service quality.   
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Enabling responsive and open government    

 Fostering openness and responsiveness through citizen engagement, participation and innovation. 
This will help ensure inclusive policymaking and service delivery and rebuild the relationships of trust 
and confidence on which democracies depend and which legitimise decisive and effective 
government action to enable inclusive growth. Initiatives such as the Open Government Partnership 
demonstrate an international commitment to improve how governments work.  

Ensuring clean government for more equitable distribution of resources  

 Strengthening the rule of law and public sector integrity to address corruption risks to advance 
social and economic justice and level playing fields and help ensure that government policies and 
economic growth benefit all groups of population. The OECD has developed a range of instruments to 
ensure concrete improvements in key activities of government. The OECD Principles for Integrity in 
Public Procurement provide guidance across the whole procurement cycle, while Principles for 
Transparency in Lobbying help countries look at how lobbying is organised and identify ways to 
improve transparency. In developing countries, the OECD-DAC has developed the Methodology for 
Assessing Procurement Systems to help countries assess their systems and identify gaps. 

 Fostering domestic accountability and transparency through parliamentary and judicial oversight 
and involvement of local self-governments, community, and civil society groups. Broader national 
governance systems and administrative environment determine the context in which rules are 
applied and individual behaviours of public officials are shaped, thus creating a government-wide 
accountability framework and institutional checks and balances on government power. Domestic 
accountability regimes also have an impact on the level of corruption, including improper influence 
by various interests, bribery and misappropriation of public resources. 

Most of these governance elements have already been reflected in the OECD Building Blocks for Public 
Governance as well as through the OECD-DAC’s work on accountability.  

 

Box 1.1 - How can better governance contribute to inclusive growth? 

Institutions, organisations and capacities matter for sustainable human development, as they shape 
incentives. More specifically, governance institutions can have an impact on inclusive and sustainable growth 
in the following ways:  

 Security – enabling security of people and property 

 Equity and public interest - ensuring equitable resource allocation and policy development oriented 
towards the public interest  

 Accountability – providing checks and constraints on government power, on private capture and on 
corruption 

 Compliance – making people part of the process helps them understand the stakes of reform and can help 
ensure that the decisions reached are considered legitimate 

 Effective market transactions – enabling rule of law and contract enforcement 

 Predictability and certainty – supporting effective implementation and limited variability 

 Equal access – ensuring a level playing field and providing access to equal opportunities through inclusive 
policymaking and service delivery. This particularly concerns marginalized population groups and regions 

 Incentives – providing incentives and lowering barriers for entrepreneurship and economic activities 

 Innovation – engaging citizens as sources of innovation 

Indeed, without effective, transparent and accountable leadership by government, the private sector will not 
thrive, civil society will not flourish and resources are less likely to be used effectively and in the public interest. 
The adverse consequences of governance problems may include infrastructure failures, failures to reach key 
communities, losses in government revenue, reduced and lower-quality investment and public services, 
growing inequality and the loss of public confidence in government.  These affect the marginalised communities 
the most by cutting them off from employment and income generating opportunities, thus further widening 
inequality.  

http://www.opengovpartnership.org/
http://www.oecd.org/gov/fightingcorruptioninthepublicsector/oecdprinciplesforintegrityinpublicprocurement.htm
http://www.oecd.org/gov/fightingcorruptioninthepublicsector/oecdprinciplesforintegrityinpublicprocurement.htm
http://www.oecd.org/gov/fightingcorruptioninthepublicsector/oecdprinciplesfortransparencyandintegrityinlobbying.htm
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What is the role of public sector capacities in achieving national goals and fostering inclusive 

growth? 

The public sector is the largest employer and a significant spender across most OECD and partner 
countries (Figure 1.1). Thus effective and efficient management of the public sector is a prerequisite for 
enabling the overall public sector performance and capacities to achieve national goals, including 
effective use of resources and finances, providing well-informed policy advice and delivering high quality 
services and programme implementation.  

 

Figure 1.1- Public sector as the largest employer: public employment as a percentage of labour force 

Source: International Labour Organization (ILO), LABORSTA database. The employment is for general government. Data for Turkey are from the 
Ministry of Finance and the Turkish Statistical Institute.  Data for Japan for employment are from the Establishment and Enterprise Census. Data 
for Korea were provided by government officials. Published in the OECD Government at a Glance (2011) 

 

Does public service delivery reduce inequality?  

Investment in improving public service delivery, including increased accessibility of services can help 
reduce inequality by making public services accessible to wider groups of population.  For example, the 
Figure 1.2 shows compares poverty rates for cash disposable income with poverty rates for extended 
income (i.e. including the monetary value of public services) and highlights that overall, the poverty rate 
decreases from 10% to 5% when accounting for public services (OECD 2011). 
 

 

Figure 1.2 - Income poverty rates before and after including total of public services (floating poverty line)
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Divided We Stand: Why Inequality Keeps Rising. 
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What is the role of governance in building cohesive societies and national wellbeing?  

Governance is more than an input to economic development. Governance also reveals itself as a 
dimension of social wellbeing and an intrinsic component of development. The importance of the 
exercise of citizens’ rights, access to information and freedom of speech has been dramatically 
underscored as a component of wellbeing when apparently successful economies are exposed to social 
unrest, as recently exemplified in the MENA region. The value of governance for people is reflected in the 
OECD Better Life Index, which highlights that a cohesive society is one where citizens have a high degree 
of confidence in their governmental institutions and public administration and high levels of citizen 
engagement.  

 

Figure 1.3. Civic Engagement 

 
Note: Civic engagement is a normalised value using voter turnout and consultation on rule making indicators. Some countries have mandatory 
voting procedure. Source: OECD 2011 Better Life Index  
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Further reading: 

OECD (2012), NAEC Towards a strategic state: options for a governance contribution to the New Approach to 
Economic Challenges 

OECD (2011) Government at a Glance, OECD publishing. 

OECD (2011), How's Life?: Measuring Well-being, OECD Publishing 

OECD (2011), Divided We Stand: Why Inequality Keeps Rising, OECD Publishing 

Public Governance Reviews: www.oecd.org/gov/publicgovernancereviews.htm  

Regulatory Reform Reviews: www.oecd-ilibrary.org/governance/oecd-reviews-of-regulatory-reform_19900481  

Territorial Development Reviews: www.oecd-ilibrary.org/urban-rural-and-regional-development/oecd-
territorial-reviews_19900759  

OECD Observatory of Public Sector Innovation 
www.oecd.org/governance/oecdobservatoryofpublicsectorinnovation.htm  

http://www.oecd.org/gov/publicgovernancereviews.htm
http://www.oecd-ilibrary.org/governance/oecd-reviews-of-regulatory-reform_19900481
http://www.oecd-ilibrary.org/urban-rural-and-regional-development/oecd-territorial-reviews_19900759
http://www.oecd-ilibrary.org/urban-rural-and-regional-development/oecd-territorial-reviews_19900759
http://www.oecd.org/governance/oecdobservatoryofpublicsectorinnovation.htm
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Introduction 

Accountable and responsive institutions are important to national well-being. When public 
institutions, defined as ‘rules of the game’ (North, 1990), are effective they determine economic, social 
and political interactions in a sustainable and predictable manner. These institutions are essential for 
sustainable economic management and public service delivery in both OECD and non-OECD countries. 
Evidence suggests that countries with more effective and transparent institutions perform better in a 
range of dimensions including human development, social cohesion, inclusive growth and national 
competitiveness (OECD 2011).  

The ethos and organising principles for public institutions are based on strong traditions that 
emerged after the industrial revolution in many OECD countries such as separation of political and 
professional activities, respect for the rule of law, due process and integrity. More recently, with 
globalisation, pressures to reduce public expenditures and an increasingly networked society, institutions 
are asked to be responsive in a broader array of policy areas, provide better service delivery channels, 
faster decision-making processes and account for their performance. They are also asked to work in 
partnership with other stakeholders, including the private sector and citizens. Most recently, this trend 
has been reflected in the Open Government Partnership, an international movement to open up 
governments launched in 2011 by the United States and Brazil and currently co-chaired by the United 
Kingdom and Indonesia. 

In this context, values embedded in the public service culture define effectiveness of public 
sector institutions and overall government performance.  Some of the core traditional values in OECD 
member countries include integrity, impartiality, legality, probity and merit, with the new values being 
efficiency, transparency, diversity, and user orientation (Figure 2.2). These values define the core 
characteristics of “good” and effective government and public institutions: responsive, responsible and 
legitimate.  

Yet the pace of reform and the need to find more suitable models of governance in the wake of 
the crisis has accelerated the importance of finding new ways to achieve more effective and responsive 
public sector institutions in both OECD and non-OECD countries. The pace of change has become ever 
more urgent as recent global events have shown, “governance deficits”, or the inability of public 
institutions to respond effectively to major economic and environmental events, can be just as 
detrimental as those of a fiscal nature. The crisis also revealed weaknesses in individual institutions’ 
ability to react rapidly and effectively to take decisions, but also highlighted limitations in co-ordination 
across institutions. Strengthening public sector institutions remains, therefore, more so than ever, an 
important strategic objective for countries wishing to respond to the crisis and more generally to their 
citizen’s needs.  The OECD supports countries in building and strengthening their institutions through 
regional policy dialogue (e.g., MENA-OECD Governance Programme), providing comparative analysis and 
evidence in its Government at a Glance publication as well as arm’s-length assessment and country-
tailored advice on public governance reforms through peer reviews and joint learning studies.  

The strengthening of institutions is particularly crucial in partner countries. For more than 
twenty years, policy makers and practitioners have argued that institutions matter for growth, poverty 
reduction and creating the enabling political and social environment for sustainable development. Whilst 
focusing on the role of institutions in supporting development is hardly new (March and Olsen (1984); 
North, 1990; Rodrik, 1997), the challenges have been magnified following increased inter-dependence 
and resource constraints. Many development agencies and organisations have increased their financial 
support to the strengthening of public sector institutions in light of these findings (Figure 2.1) and have 
included institutional strengthening as core to their corporate strategies. 

“Good government” can be described as responsive, responsible and legitimate. A responsive government 
listens to citizens and takes their needs and expectations into account. A responsible government is fair, 
inclusive, respects the rule of law, works for the collective interest, and looks at the medium to long term to 
ensure that future generations are not short-changed. A legitimate government is a government deserving of 
the trust of citizens, including efficient use of public resources.” Source: OECD (2005) 
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Questions  

 What are the characteristics of effective public sector institutions and in what ways can these 
institutions contribute to inclusive growth? 

 What have we learned about the ways in which public sector reforms enhance institutional 
effectiveness and public sector performance? What are the challenges in building effective 
institutions? What good practices and lessons from past experience can governments from both 
OECD and non-OECD countries draw on? 

 What are the indicators of success of institutional reform? In your view, how do you design and 
sequence institutional / governance reforms?  

 How can we ensure that donors best support efforts to strengthen public sector institutions in 
developing countries?  

 What role can the OECD usefully play in addressing some of these issues in collaboration with 
countries and other regional and international organisations (i.e. cross-country assessments, 
country reviews, facilitating dialogue)? 

 

Challenges 

It is generally accepted that, despite the focus on public sector institutions, implementation or 
impact has not been what was hoped across many countries – in particular in the wake of more complex 
domestic and international governance models. The following outlines some of the most frequently cited 
challenges: 

 Building evidence linking the effectiveness of institutions and growth patterns. Better 
institutions are needed to lower transaction costs, reduce uncertainty and ensure sustainable 
development. However, the association between better scores on measures of institutional 
effectiveness and development indicators, such as per capita income, may reflect a virtuous circle 
rather than a linear relationship. 

 Addressing co-ordination problems and increased fragmentation between institutions along 
with political accountability challenges that have begun to appear in an era where agencies 
have been created to provide managers with greater freedom at arm’s length from ministers 
(Pollitt and Bouckaert, 2011). There continues to be a lack of consensus about how to strengthen 
institutions in an increasingly complex and networked world where leveraging resources from 
non-governmental organisations has become much more prevalent.   

 Minimising reform approaches that are too technical and do not address underlying issues 
relating to the political economy of institutional reforms (including linkages between formal and 
informal governance systems). This is particularly the case when reforms are not about tinkering 
around the edges, but real, transformational approaches to change and require adaptation to the 
specific social, economic and political context. 

 Addressing lack of trust from citizens in the government’s ability to deliver value for money. 
What do we know about the factors that strengthen or weaken public trust? Related support for 
strengthening domestic accountability institutions such as the Supreme Audit and the legislature 
often appears ad hoc and in the case of developing countries fragmented. Further research is 
needed to deepen our understanding of the priorities for improving public trust. 

 In aid-dependent countries, the modalities and quality of aid and other forms of development 
co-operation affect to varying degrees the quality of institutions in recipient countries. The lack of 
co-ordination and the non-use of country systems, overly ambitious targets for reforms and 
budget constraints have too often undermined the sustainability of efforts to support the 
strengthening of institutions and related governance mechanisms in developing countries.  
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Background 

What are the lessons learned in building effective institutions? 

Understanding when, how and why institutions work involves understanding how they are 
negotiated, how they evolve and the conditions of their effective implementation (IPPG, 2010). The 
complexity of this task requires a strong focus on building evidence including on the linkages between 
strengthening institutions and inclusive growth. The OECD draws significantly on practitioner knowledge 
through its committee structures and networks to identify the major determinants of more effective 
institutions in different contexts. In doing so, the OECD has identified some of the common 
characteristics of effective and responsive institutions, working with countries to develop standards and 
good practices for improved integrity and anti-corruption, management and budgetary practices, 
regulatory frameworks, and more streamlined and efficient public services. This includes evidence that 
the rule of law, political institutions which create effective constraints on power holders, and effective 
compliance and enforcement mechanisms have a strong impact on growth and social well-being (OECD 
2011).  To this end, the new OECD good practice framework on “Better Governance for Inclusive Growth” 
to be developed following the discussions at the Global Forum will aim to include key elements of 
effective institutions, building on the existing OECD work and take into account the broader governance 
context (Box 2.1).  

 

Current experiences in both OECD and non-OECD countries point to a number of lessons learned, 
including the need for: 

 Focusing on whole-of-government or system-wide results to ensure that organisations do not 
work in isolation, but rather coordinate activities to enable them to achieve the desired public 
policy outcomes. 

 Understanding how to sequence reform programmes and taking into consideration existing 
institutions. 

 Supporting systems within public sector institutions to be more resilient and cope with 
unexpected crises, change and adversity in a co-ordinated manner (e.g., MENA – OECD 
Governance Programme, Box 2.2.). 

 Recognising that institutional reform and change is often resisted and ‘institutional stickiness’ can 
only be addressed by understanding current beneficiaries, cultural and moral objections. 

 A sound understanding of the political environment and how it shapes governance mechanisms 
and institutions is particularly important in developing country contexts. Hence the need for 
diagnostic tools that identify the issues and sectors most likely to reform for better governance. 

Box 2.1 – The forthcoming OECD Good Practice Framework “Better Governance for Inclusive Growth” 

The forthcoming framework would aim to provide a comprehensive, systematic and integrated approach for 
improving governance conditions and supporting governments in designing and implementing public 
governance reforms. It would offer practical examples of successful public governance reforms that can 
guide country self-assessment and public sector improvement efforts.  It can also support the development 
community in making governance assessments in beneficiary countries. The framework will draw 
significantly on practitioner knowledge through OECD and partner networks to identify the major 
determinants of effective governance institutions in different contexts and building on the decades of work 
of the Public Governance Committee. It will be developed with the input from OECD and partners countries, 
bilateral and multilateral organisations and will be launched at the 2014 OECD Global Forum on Public 
Governance.  
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 Building and supporting the political capacity of organisations in areas such as negotiation and 
generation of constructive policy options. 

 Building the capacity of accountability institutions- such as supreme audit institutions, anti-
corruption agencies, and the legislature to oversee the executive and bring it to account for 
performance. 

 Building national statistical and monitoring systems to understand opportunities and challenges 
in governance and institutional reforms. 

 Providers of assistance also need better diagnostic tools that take into account country 
heterogeneity when designing operations, and better performance measurements and sufficient 
flexibility to adjust mid-course if necessary.  

 

 
In the area of public expenditure, donor support for the strengthening of budget institutions has 

grown significantly since the 1990s (see Figure 2.1). In particular, as donors are increasingly called upon 
to put their aid on budget and their funding becomes more fungible - so has interest grown in how their 
partners manage their domestic resources and in the quality of their budgetary institutions.  

Figure 2.1 -- Support for Budget Institution Strengthening is Increasing 

 
Source: Evaluation of PFM Reforms, 2011 

 
The peculiarity of any performance paradigm in the public sector lies in the core values that the 

public sector upholds. Performance cannot be interpreted in purely efficiency terms but needs to take 

Box 2.2 – The MENA-OECD Governance Programme 

The MENA-OECD Governance Programme supports progress with governance reform that matters for achieving global social 
and economic development objectives. The Programme is directed towards helping all interested MENA countries 
strengthen their capacity to govern by improving policy-making systems and the performance of public institutions and by 
enhancing the efficiency, transparency and accountability of their public institutions, the management of public resources by 
the State, and the interaction between the public and private sectors as well as governments and their citizens. It generates 
impact through a comprehensive approach that involves regional dialogue, peer review and advice, definition of reform 
priorities and assistance in implementation to policy reforms. The Programme also works closely with the joint EU-OECD 
Support for Improvement in Government and Management (SIGMA) Programme, which provides technical assistance to EU 
neighbourhood countries in public administration reform. The uniqueness of the Programme lies in that: 

 It is recognised as a trusted and solid partner in the MENA region; 

 It is owned and managed by MENA countries with the support of the OECD Secretariat; 

 It is demand driven and impact oriented; 

 It benefits from experiences and good practices of both MENA and OECD countries, their senior policy makers and 
experienced practitioners. 
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into account the principles of impartiality, transparency, integrity and professionalism which are core 
public sector values. 

Figure 2.2 -- Public service values define effectiveness of public sector institutions and drive performance 

 
Source: OECD (2011) Government at a Glance.   
 

Do public institutions affect trust in government? 

Effective public institutions can also contribute to enhancing trust in government, as one of the 
key outcomes of government performance and effectiveness.  There is increasing empirical evidence that 
effective public management and service delivery have an impact on trust and confidence in public 
institutions, which is particularly relevant when most OECD and partner countries are observing a 
declining trend in trust in government (see, for example, findings from the World Values Survey, Gallup, 
European Social Survey). Research shows, in particular, that effective management and leadership of the 
public service, ethical and equal treatment of citizens, delivery of quality services and services that meet 
citizens’ needs serve as the strongest drivers of citizens’ confidence in public institutions (Figure 2.3).   

Figure 2.3 -- Impact of the Service Delivery on Confidence in Government:  Evidence from Canada 

 
Source: Citizens First Research Study, Institute for Citizen-centred Research, Canada 
 

What is the role of broader public governance systems in building effective public institutions? 

Effective broader national governance systems, including legislature, judiciary, independent 
oversight institutions, civil society and media are fundamental to ensure sustainability, effectiveness and 
sound functioning of the public sector. The national governance systems enable a broader government 
accountability framework through ensuring checks and balances on executive power and keeping the 
focus on protection of public interest. These systems are vital to ensuring integrity in the public sector, 
effective and efficient use of public resources and supporting public confidence in government 
institutions.  
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Figure 2.4 -- Governance Systems 

 

 

 

 

 

 

 

 

 
At the international level, there is increasing awareness of the ways in which donors themselves 

must reform their practices in order to ensure their support leads to more effective institutions (see 
Box 2.3). In particular, the Effective Institutions Platform recognises the importance of institutions for 
country development including core state functions and highlights a number of ways in which external 
partners can best support these efforts. 

 

 

Further reading:  

North, D. (1990), Institutions, Institutional Change and Economic Performance, Cambridge: Cambridge University 
Press. 

OECD (2011), Government at a Glance, OECD publishing. 

OECD (2005), Modernising Government: The Way Forward, OECD Publishing. 

OECD Public Governance Reviews: www.oecd.org/gov/publicgovernancereviews.htm 

Bourgon, J. (2009), New Directions in Public Administration: Serving Beyond the Predictable, Public Policy and 
Administration, 24:309 

Pollitt and Bouckaert (2011), Public Management Reform: A comparative analysis: New Public Management, 
Governance and the Neo-Weberian State 

Box 2.3 -- New Consensus on Effective Institutions 

Over 50 countries and organisations that endorsed the New Consensus recognised that effective public 
institutions and policies are pivotal and indispensable for development and that respect for country-level efforts 
is essential for sustaining development gains. They noted that there was no single “best practice” for institutional 
reform for all countries and that political economy factors contribute significantly to shaping the effectiveness of 
our joint efforts towards developing effective institutions. They endorsed a new approach to supporting and 
strengthening institutions and policies comprising:  

a) A focus on factors that make reforms and capacity development happen including political economy, country 
leadership, a focus on results, change management, sequencing of institutional and policy change, sub-national 
institutions, the role of parliaments, civil society, better domestic resource mobilisation; and the strategic roles of 
public financial management, procurement and oversight functions.  

b) Partner-led joint assessments of country institutions, systems, resilience and capacity development needs, as 
well as enhanced collaboration on identification, analysis and monitoring of risks;  

c) Country-based partner-led evidence gathering on institutional performance and capacity development to 
inform decision making, accountability, transparency and accessibility.  

d) Systematic regional and global knowledge sharing, including south-south, international and regional 
organisations to facilitate learning on what works to make institutions more effective and reforms happen.  

LAW, POLICY, SERVICES & CONFIDENCE IN PUBLIC INSTITUTIONS  

CITIZENS, STAKEHOLDERS, CIVIL SOCIETY and ECONOMIC ACTORS 
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Introduction 

The public sector plays a crucial role in promoting stability and setting up the conditions for 
economic and social development. Public services with a high level of human capital, the quality of 
infrastructure, the legal framework, and institutional stability are all established factors for inclusive 
growth.  Some of the specific ways in which professional public service could contribute to inclusive 
growth include:  

 maximising the use of public resources and minimising waste and unnecessary expenditures by 
reallocating resources to more productive uses; 

 contributing to the sound design and implementation of policies and programmes beyond 
political cycles, safeguarding the public interest and acting within the law; 

 enabling effective delivery of public services and basic infrastructure to all groups of services, 
irrespective of their political affiliation or other characteristics; and 

 enabling security of people and property for improved investment and social climate.  
 

Accelerating the reforms of the public service has become a high priority in OECD member 
countries since the crisis. In the current context the public service is becoming leaner and more strategic. 
However, there is no “right size” of public employment. There are large differences in the share of public 
employment among countries, reflecting different political choices with regard to the scope, level and 
delivery of public services. The ways in which the state manages public human resources (recruitment, 
compensation, careers) determines in large part the efficiency of public services hence the success of a 
country’s economic performance.  Past experience shows that effective human resources management is 
critical to successful reforms.  

Moreover, strong state capacities are essential for stimulating public sector performance, which 
can support economic growth and social welfare.  This requires strong institutions, skilled employees and 
a strategic capacity to design and implement reform. Organisational and institutional capacities involve a 
full range of characteristics, which affect the overall performance of public organisations, from enabling 
policies, financial structure and incentive system. Yet human capacities including the knowledge, skills 
and attitudes of public sector employees to undertake their professional and technical responsibilities are 
also key to enable a high-performing public sector. Taken together these can define the overall 
“capability” and performance of a public organisation. Maximising human capacities and engagement of 
public sector employees through effective workplace management policies is one of the key conditions 
for building a high-performing public service.   

In addition, political neutrality, which aims to allow citizens, regardless of their political views, to 
expect fair, objective treatment from public servants, is also an integral element of professional public 
service.  Professional and impartial public service also provides greater stability and continuity during the 
changes in government, thus allowing orderly political successions and maintaining uninterrupted 
services (while serving the government of the day).  

Thus, building an honest, professional, efficient and effective public administration remains one 
of the most important structural reform priorities in both OECD and partner countries. What is at stake 
is to determine the characteristics of public employment that would enhance public services in order to 
foster inclusive growth. Merit should underpin the management of the workforce. Strengthening skills, 
leadership and management capacity is critical to ensure capacity for the delivery of public services. Well-
defined values that lead to consistent government practices are essential to maintain trust in 
government. Building a professional public service is about how to form a trained and qualified workforce 
that share core values of political neutrality fairness, and performance; how to respect the principle of 
merit in recruitment and promotion; and how to manage good performance. 
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Questions 

 What should be the key features and ethical values of a high-performing and professional public 
service? Through what channels does a professional public service promote inclusive growth?  

 What are the current reform trends in establishing professional and high-performing public service 
and administration?  

 What barriers and gaps need to be addressed in building a high-performing and professional public 
service? What innovative practices and useful lessons have emerged in this area? 

 How to attract highly qualified people into the public sector?  

 How can OECD further support countries in their reform efforts to professionalise the public service?  

 

Challenges 

Countries face variety of challenges to build a professional and a high-performing public service, 
including: 

 Countries need to do more with less. The challenge is to balance economic growth (through 
education, health, legal system, institutional stability, and infrastructure) and consolidate public 
finances. HRM, if integrated in fiscal consolidation plans, can help facing that challenge.  

 The fiscal consolidation plans (mainly staffing cuts and salary freezes) may be detrimental for 
employees’ motivation and performance.  Thus, governments require innovative ways to manage the 
public workforce to address the challenge of attracting, retaining and motivating a competent, honest 
and loyal public workforce. 

 Governments face the challenge of being flexible and stable. Increased flexibility is needed to 
respond to unexpected events (an economic crisis, a natural disaster, etc.) and anticipated changes 
(ageing of the population, social demand, etc.). At the same time, institutional stability, established 
and unyielding rules guarantee independence of public employees and predictability of political 
decision. 

 Maintaining responsiveness to the political leadership while ensuring continuity of service. 

 Integrating HRM and organisational planning to ensure that public service employees have the skills 
they need to deliver on current and future government priorities. 
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Background 

What are the key lessons learned in building a professional public service?   

Strategic Human Resource Management underpins a professional public service  

Strategic HRM helps governments align people management with the strategic goals of public 
sector organisations. HRM is about having the right number of people in the right place with the right 
competencies. OECD countries’ experience suggests that: 

 There is no unique model of HRM. Countries use a diverse set of instruments and practices to 
attract, retain, compensate and support a highly qualified workforce (pay for performance, careers, 
promotion, tenure, etc.).  

 Specific values and management are essential to establish or maintain a professional and politically 
neutral public administration. Public service values such as respect for legality, integrity, political 
neutrality and fairness are among the defining features of a professional public service.  

 Workforce planning helps to anticipate and allocate the right number of agents with the right 
competence skills in the right place at the right time. It is a tool to face challenges arising from new 
social and economic needs, ageing populations, and budget cuts 

Attracting, retaining and developing a capa ble workforce is key for a high-performing 
public service   

The workforce defines government’s character and capacity to perform. Thus, government needs 
to ensure attracting and retaining a talented, diverse, high-performing, and knowledge-based workforce. 
In this sense, experience suggests that: 

 The recruitment and promotion processes need to be dynamic, transparent and fair. They should be 
based on merit and the management of staff careers should leave no room for patronage. Legal and 
constitutional provisions, such as implicit tenure or the rules for appointing staff, reinforce the 
independence, political neutrality and continuity of the public service are required.  

 Increasing the level of qualifications at entry and emphasising continuous training, with qualification 
plans for employees, is a key issue for a highly capable workforce. A diverse workforce can help 
delivering services to a diverse population of citizens (e.g., culture, economic and social status, age, 
gender).  

 Workplace policies and well-being are critical to drive employee engagement, including both 
satisfaction with and commitment to the organisation, fundamental to effective public sector 
management and creating strong and well-performing government organisations. Employee 
compensation also plays an important role in attracting highly qualified workers.  

A high-performing and motivated professional public service operates efficiently and at a 
high standard 

OECD countries are continuously looking for better ways to deliver public services, to spend 
public funds efficiently and effectively, and to be accountable for their performance.  

 Pay rewards may complement compensation but should not be over-emphasised. In building 
incentives for public employees non-financial elements (professional development, flexible working 
conditions, and recognition), in addition to salaries and other financial benefits (pension, health 
benefits, paid leave), are recommended.   

 Countries need a senior and trained public management that is able to pursue performance-oriented 
governance and management and at the same time to preserve and protect the ethos that is the 
hallmark of a politically neutral and professionally competent public administration. 



 

Breakout Session 1: Building a Professional and High-Performing Public Service 23 

 

How to achieve high performance of the public service?  

Sound human resources management practices can have a strong impact on performance of 
public services through increasing employee satisfaction and commitment to their jobs and organisations 
(i.e., employee engagement), thus stimulating employees to perform at the highest possible level. This in 
turn could contribute to increasing quality of policy advice and service delivery. In this context, OECD and 
partner countries are increasingly putting an emphasis on performance-oriented people management 
models, to ensure focus on results and on key factors influencing performance (see for example, 
Figure B1.1).  Indeed, research points out that some of the key factors influencing people and 
organisational performance include effective leadership, capable and well-managed workforce and fair, 
ethical and supporting workplace, supported by modern infrastructure. 

Figure B1.1 -- The Canadian Human Resources Management Model  

 
     Source: Office of Chief Human Resources Officer, Treasury Board of Canada Secretariat 

 

 

 

 

 

Box B1.1 - Innovation in HRM  

The mark of an innovative and professional public administration is the ability to make internationally informed 
policy choices. However, what works in other environments is not always likely to work for somewhere else. 
OECD aims to help governments to answer the questions: are we doing the right things? What other options do 
we have? And, how might those options work out in our policy environment?  

Innovative approaches to HRM can be a source of cost savings and can help ensure a talented, diverse, high-
performing, and knowledge-based workforce. Engaging employees in the process of innovation and in 
implementing change can help stimulate employee creativity as well as contribute to the success of reforms. 
Many countries are increasing citizen involvement in the process of reform to help prioritise and build political 
support for these efforts. Strong management information systems form the basis of workforce planning 
efforts, allowing organisations to identify skills and allocate them to areas of priority.   

Despite the introduction of new ways of working and innovative approaches to HRM, the need for effective 
leadership at all levels is as great as ever. The ability and willingness of middle managers to support and 
implement reforms often determines their success. Senior managers play a critical role in creating an 
organisational culture that encourages innovation and agility by promoting the development of new skills. 
Competent leadership is especially important as organisations become increasingly decentralised and new 
workplace flexibilities change the way offices function.   
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To what extent do OECD governments use of performance-related pay? 

In the recent years, the use of performance-related pay in the form of bonuses or merit increases 
to basic pay to stimulate staff performance and motivation has increased across OECD countries 
(Figure B1.2). It is also increasingly used in partner countries. Performance-related pay can vary according 
to the range of staff positions to which it applies, whether the targets and the incentives apply to 
individuals or to groups, the extent to which rankings are used, and the size of awards. 

Figure B1.2 – Use of performance related pay in OECD countries 

 

Source: OECD (2011) Government at a Glance.  

 

 

How much are public servants paid?  

Compensation is crucial for attracting and keeping highly talented employees. Compensation at the top 
salary scale reveals differences in national labour markets, organisational structure, composition of the 
workforce (seniority, gender, etc.) and difference in HRM (financial incentives). 

Figure B1.3 – Average annual compensation of senior managers in central government 

 
 
Source: OECD (2011) Government at a Glance.  
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HRM practices for senior civil servants  

Senior civil servants are located at an important junction between strategy making and strategy 
executive in government. Thus, in the experience of OECD countries, defining the line between political 
and administrative interface is critical in order to ensure professionalism and neutrality of the public 
service. The composite indicator below shows the extent to which separate management rules and 
practices are applied to senior civil servants, including whether senior civil servants are considered to be a 
separate group of public servants; whether policies exist for identifying leaders and potential talent early 
in careers; or whether senior civil servants have separate performance assessment practices.  

Figure B1.4 – Using separate HRM practices for senior civil service in OECD countries 

 

Source: OECD (2011) Government at a Glance 2011.  
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Box B1.2 -- OECD Support Countries Enhancing HRM 

The Network on Public Employment and Management (PEM) is a unique practitioner forum that provides 
direction for an analytical work programme and facilitates collaboration among senior HRM officials seeking to 
address current challenges affecting pubic services. It holds an annual meeting to share experiences and discuss 
good practices related to the strategic management of the public workforce. A wide variety of topics are 
discussed such as: innovative practices in strategic management in the public sector; Performance-related pay for 
government employees; Human resource management (HRM) strategies to strengthen agility in the public sector; 
The effects of workforce reduction measures on gender equity and equality; and country’s reviews.  

The OECD, through the PEM Network, conducts peer reviews on human resource management.  They constitute a 
systematic examination and assessment of the performance of a State by other States, with the ultimate goal of 
helping the reviewed State improve its policy making, adopt best practices, and/or comply with established 
standards and principles. The examination is conducted in a non-adversarial basis, and it relies heavily on mutual 
trust among the States involved in the review, as well as their shared confidence in the process.  
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Is it possible to delegate HRM?  

Centralised human resource management usually limits patronage and discretion. However delegated 
human resource management is possible when transparency and internalised core value are sufficient 
and when it is accompanied by a management accountability framework. Delegation enables managers 
to better direct their staff.   

Figure B1.5 –Delegation of HRM to line ministries 

 
 
Legend: Extent of delegation of human resources management practices to line Ministries in central government (2010)  

Source: Source: OECD (2011) Government at a Glance.  
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Introduction 

Ability of governments to develop evidence-driven, responsive and inclusive policies is one of the 
key elements necessary to foster sustainable and inclusive growth. This requires evidence and tools that 
consider the needs of various stakeholders and account for potentially differential impacts of policy 
choices and tradeoffs.  

Yet, the generation of evidence to support inclusive policy design and implementation is an 
undeveloped area of public governance, especially in emerging countries.  The level of evidence across 
policy areas is often uneven at best. Tools generating and assessing evidence such as regulatory impact 
assessment, public consultation and programme/policy evaluation are applied in varying degrees around 
the world.  In particular, in relation to building evidence on public governance, governments face 
challenges in assembling and gathering the right evidence as they themselves are often fragmented– 
sometimes having responsibilities devolved to local or regional levels. The impact of governance reforms 
has also proven difficult to assess. At a time when country leaders and international organisations are 
pressed to show concrete results, lack of evidence and methods for obtaining it may jeopardise decision-
making in this area. The OECD publication Government at a Glance aims to partly close this gap by 
providing international comparative data on government performance.  

In this context, strengthening government capacities to generate evidence and develop inclusive 
processes is needed. In both OECD and partner countries, institutional capacity, quality data, political 
support and culture of openness remain a prerequisite for evidence-based and inclusive policy-making. 
Indeed, assessment and evaluation tools (and moreover innovative practices for evidence collection) 
require adequate resources and understanding to fully produce inclusive and improved policy outcomes. 
Ensuring inclusiveness also requires specific efforts to lower barriers to those who are not able to 
participate (for financial, geographical or other reasons) or providing incentives to those who are not 
willing to engage.   

 

 

 

  

Box B2.1 – Elements of evidence-based policymaking 

The OECD proposes that evidence-based policymaking comprises four key elements:  

1. Generating and gathering the necessary basic data to build solid evidence for policymaking. Yet often data 
does not get collected in a systematic and/or regular way, and existing methods for collecting data about 
impacts may not cover the most affected, or vulnerable groups in society.  

2. Transforming data into actionable evidence. Basic data needs to be put in context. It needs to be 
standardized and integrated into more analytical content, like ratios, indices and composites to underpin 
impact evaluations, benchmarking exercises and comparative studies.  

3. Using the evidence in key decision-making processes. Policymakers and decision-making processes need to 
be open to incorporate evidence. This requires the support of robust institutions for quality policy analysis 
to ensure that the evidence is reliable, timely and easy to understand by the actors involved. It also requires 
that actors in the policy process are open to make use of the evidence, which often requires a cultural shift. 

4. Disseminating evidence and involving stakeholders to sustain reform implementation. When the evidence is 
available, policies may need to mobilise stakeholders and confront entrenched interests. The evidence 
needs to be shared with the public, involving stakeholders in participatory processes to sustain reform 
implementation. This requires authoritative reports, supported by active communication strategies and 
tools to disseminate the results. 

OECD countries 
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Questions 

 What are the key features of evidence-based and inclusive policymaking? What contribution can 
this area of public governance make to tackling public policy challenges, including restoring 
growth and social equity?  

 Which measures proved effective in developing and implementing inclusive policies based on 
evidence, specifically in public governance?  

 What is the role of programme and policy evaluation, performance measurement and monitoring 
in generating evidence on governance performance? What are the challenges in evaluating the 
impacts of governance policies and programmes?  

 What are the lessons learned, and challenges in advancing evidence-based and inclusive 
policymaking in OECD and its partner countries, including in public governance? What good 
practices are being developed by countries in terms of data gathering and analysis on public 
governance? How is this evidence facilitating policymaking? What are the gaps in public 
governance data and how should these gaps be addressed?  

 How can OECD further support countries in their reform efforts in establishing evidence-driven 
policy processes? How can it help generate useful evidence for public sector reform?  

 

Challenges 

Countries may face some of the following challenges for the development of evidence-based and 

inclusive policy making:  

•  Ensuring that they develop and support the statistical systems needed to deliver good quality 
data, including co-ordination among different stakeholders, particularly within tight fiscal 
constraints. 

• Finding ways to effectively reach out to groups that are not able or not willing to participate in 
policy-making processes through effective public consultation. 

• Generating robust evidence on impact of public governance reforms that is useful in 
demonstrating causality, and guiding adaption of future reform efforts. 

• Embedding a culture in government that supports the use of evidence for policymaking. 

 

  

Box B2.1 –Government at a Glance - evidence for policy making across OECD countries 

With Government at a Glance (3rd edition to be published in 2013), the OECD is in a unique position to support 
policy makers with evidence and comparative data on government performance across all OECD member 
countries and beyond, from fiscal consolidation and public finance, to a detailed assessment of public 
expenditure.  Government at a Glance collects comparative data on the revenues governments collect, the 
resources they use, their activities and governance practices, the goods and service they produce or provide for, 
and the resulting impact on citizens. Following a whole of government approach, Government at a Glance not 
only provides indicators covering budgeting, public employment, management and compensation, e-government 
practices, and integrity related issues, but also indicators on the efficiency and effectiveness of sectoral activities, 
such as health, education, taxation and justice.  

These comparative data on the process of government enable countries to better understand their own practices 
using guidelines, benchmark their achievements against best practices, demonstrate their progress, learn from 
the experiences of others facing similar challenges and, over time, link practices to performance.  

Source: www.oecd.org/gov/governmentataglance2011.  

http://www.oecd.org/gov/governmentataglance2011
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Background 

Evidence-based decision making is a key tool by which governments and public administrations 
gain strategic insight through examining and measuring the likely benefits, costs and effects of their 
decisions. The Figure B2.1 highlights key pillars of evidence-based decision making.  After undertaking 
wide consultation and research, and ensuring that all possible scenarios have been taken into 
consideration, governments can use this information to increase the transparency of their decision 
making processes. This also provides a “reality check” on the cost of realising government objectives, and 
gives governments the tools to prioritise competing objectives.   

Figure B2.1 Pillars of Evidence-based decision making 

Analytical framework and structures for collecting and analysing 
knowledge for decision making

(e.g., Regulation Impact Analysis; Benefits Realisation)

Capacity and capability to undertake research and analysis
(e.g., public sector skills; sufficient resources to collect, analyse and test data; and a 

receptive policy environment)

Access to quality data
(e.g., political; professional and practical; research and analytical and citizenry; 

high quality and interoperable datasets)

Transparency and openness in the collection and use of knowledge
(e.g., consultation, participation; engagement; information; and communication)

Evaluation and adjustment
(e.g., ex-post evaluation; value for money evaluations; capability reviews)

PILLARS OF EVIDENCE-BASED DECISION MAKING IN PUBLIC ADMINISTRATION

 
Source: OECD (2010) Public Governance Reviews – Finland. OECD Publishing 

 

 

What are the analytical frameworks and structures for collecting and analysing knowledge? 

Regulatory impact analysis is one key example of a framework for undertaking evidence-based decision 
making in government. It is a key policy tool that can provide decisionmakers with the necessary 
information about the potential effects of regulatory measures on economy, environment and social 
arrangements. This tool allows analysing possible impacts of different forms of regulations, including 
costs and benefits, impacts on businesses and different groups of population and communities, thus 
enhancing policy inclusiveness and the evidence base.   
 
Gender Impact Analysis, as a specific application of the broader assessment process of regulatory 
impacts, enables decisionmakers to understand, in a systematic manner, the potentially differential 
effects of laws, policies and regulations on men and women.  The majority of OECD countries require 
such assessments of impacts for draft legislation, and other policy instruments (Figure B2.2).  
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Figure B2.2: Gender Impact Analysis practices in OECD countries 

 

Note: The data are preliminary.  Source: 2011 OECD Gender Survey on National Gender Frameworks, Gender Public Policies and Leadership 

 

 

 

How to ensure quality of data? 

Data quality is essential to proper analysis, but is one of the most challenging aspects of evidence-
based decision making. Data or knowledge must be collected from numerous areas to ensure that it is 
comprehensive and inclusive, requiring consultation with a wide array of involved stakeholders and 
consultation networks. The aim of evidence-based decision making is to allow the public administration 
to harness and analyse information collected from various sources for consideration within the 
government decision-making process. Only by harnessing evidence across a variety of actors, can 
governments properly inform the decision-making and policy-making processes. To inform decision 
making, governments require specific knowledge from various sources (Figure B2.3): 

 Research and technical knowledge including the products of scientific analysis produced by 
universities, and research and technical institutions.  

 Professional and practical knowledge related to policy and programme implementation, typically 
sought from professional and managerial communities in the private sector.  

 Citizen knowledge obtained through actively engaging with citizens, businesses and civil society 
organisations  

 Political knowledge and judgment by political actors (e.g., parliament, government, executive, 
cabinet, ministers and political staffers and their consultants). 

 The role of the public administration is to ensure that this all interacts in the impartial analysis of 
the information.   
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Box B2.2 -- Measuring the institutional impact in the Region of the Americas (MIRA) 

Executed by the Inter-American Development Bank (IDB), MIRA is a programme for public or private organisations 
to perform impact evaluations of public sector institutional capacity building interventions or activities in the Latin 
American and Caribbean (LAC) region. The evaluations of the impact of institutional capacity interventions play an 
important role when analysing readjustments and designing future policies, but targeted evaluation methodologies 
are still in their infancy. MIRA aims to bridge this knowledge gap by contributing case studies demonstrating how to 
better leverage institutional capacity to achieve development outcomes. The programme aims to identify impact 
evaluation methodologies for institutional capacity building interventions in public organisations in LAC, and to 
implement evaluations to demonstrate results and to extend their use in the region. A Selection Committee 
comprised of IDB staff and external experts on impact evaluation and institutional capacity, considered 131 
proposals solicited through a competitive process. Five winners received funding (up to US$50 000) to conduct 
impact evaluations of their interventions in a 10-month time frame. Further funding (up to US$25 000) will be 
granted to the three organisations having implemented the best impact evaluations, to encourage the use of that 
methodology in other contexts.  Source: www.iadb.org/en/topics/government/icf/icf,2313.htm 

http://www.iadb.org/en/topics/government/icf/icf,2313.htm
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Figure B2.3 -- Four key areas of knowledge for evidence-based decision making 
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Source: Adapted from work by Head, B.W. (2008), Three Lenses of Evidence-Based Policy , Australian Journal of Public 

Administration, Vol. 67, No. 1, pp. 1-11. 

 

How to promote open and inclusive policy making? 

Governments need to partner with citizens, business, CSOs and other stakeholders in the design, 
delivery and evaluation of government services to achieve whole-of-society objectives when tackling 
national and global policy problems. Open and inclusive policy making, where policy processes are 
accessible and responsive, and where a wide variety of citizens’ voices are taken into account in the 
policy-making process is important to making governments more effective and building trust.  

Figure B2.4 -- Forms of public consultation routinely used at the central government level  

 

 
Note: Data for 2005 and 2008 are presented for the 30 OECD member countries and the European Union. Source: OECD 

(2009) Government at a Glance.  OECD Regulatory Management Systems Indicators Survey 2005 and 2008  

 

 Yet, the experience of OECD countries shows that openness and public consultation while 
necessary, is not sufficient to ensure inclusive public participation.  Creating a “level playing field” in 
terms of passive access to public consultation may not lead to an inclusive policy process, which requires 
obtaining a wider range of views and voices. Ensuring an inclusive policy process requires governments 
reaching out to stakeholders who are not able to participate for a variety of reasons (e.g., culture, 
language, distance, time) and to those who are not interested in providing input. Such lack of interest can 
results from various factors, including lack of time or lack of trust in government to make good use of 
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their input. Increasing participation of these groups calls for creating an enabling environment, which 
ensures that people could participate if they wanted to. This entails a) lowering the barriers (e.g. 
distance, time, language, access) for those who wish to participate (see, for example, Figure B2.5); b) 
building capacity, skills and knowledge to participate effectively; c) increasing appeal of consultation and 
participation initiatives (OECD 2009).  

What is the role of evaluation in the policy process?  

Evaluation to assess the impact of policies and programmes against their objectives is integral to 
the policy process to demonstrate whether a programme is cost-effective and to achieve continued 
improvement in the design and administration of programmes.  Evaluation of policy impacts is facilitated 
by a clear statement of measurable outcomes from the start of the policy or programme design, and the 
collection of relevant data throughout. Over 60% of OECD countries use both evaluation and 
performance measures to assess their government’s performance. However, approaches to the 
evaluation of government policies and programmes tend to be ad hoc in many countries.  

Figure B2.6 -- The role of evaluation in the policy/programme cycle 

 
 

Source: OECD, Strategic Planning: Supporting Coherent Policy Making and Effective Regulation, Working Paper H1A, OECD 

Public Management Reviews: Strengthening Public Administration Reform in Greece (unpublished). 

 

 

For further reading 

OECD (2010) Public Governance Reviews – Finland. OECD Publishing. 

OECD (2009) Focus on Citizens: Public Engagement for Better Policy and Services. OECD Publishing.  

Head, B.W. (2008) “Three Lenses of Evidence-Based Policy”, Australian Journal of Public Administration, Vol. 67, 
No. 1, pp. 1-11. 

OECD (2001), Citizens as Partners: Information, Consultation, and Public Participation in Policy-Making, OECD, 
Paris. 

OECD (2008), Building an Institutional Framework for Regulatory Impact Analysis (RIA): Guidance for policy 
makers, OECD, Paris. 

OECD (2008) Framework for the Evaluation of SME and Entrepreneurship Policies and Programmes 
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Introduction 

Governments around the world are under mounting pressure to address complex, systemic and 
horizontal policy issues, which involve a multitude of actors and stakeholders. Moreover, citizens are 
asking for greater engagement in decision making and are holding governments more accountable for 
their performance. In this context, current policy challenges call for more strategic and innovative 
approaches to public governance, as the traditional hierarchical and silo-based model of government 
decision making may no longer provide effective solutions to these complex issues in an interconnected 
world. In addition, while New Public Management, which has shaped the reform agendas of many OECD 
and partners’ governments, focused attention on individual accountability for efficiency and 
effectiveness, it also introduced a risk of fragmentation and incoherent policymaking. In this context, 
there is greater recognition that policy challenges facing governments today require inputs from a variety 
of sources and making trade-offs among multiple policy agendas.  

Moreover, the financial crisis revealed limitations in governance and regulatory structures 
across OECD countries. The crisis also highlighted weaknesses in the strategic capacity of government’s 
long-term planning and risk management, which in turn affected government’s ability to take rapid and 
effective decisions (OECD, 2012).  

In emerging economies and developing countries, in turn, there is an increasing emphasis on the 
importance of building effective domestic accountability systems as well as strengthening budget 
planning, analytical capacity, domestic revenue mobilisation through budget oversight, electoral 
processes, taxation and service delivery – in order to ensure ownership of reforms efforts and results. A 
growing number of partner countries undertake large-scale public sector reforms to reduce public 
expenditures, to improve policy responsiveness and service delivery, which requires strategic capacities 
of governments to effectively design and implement often unpopular reform programmes.  

These policy challenges call for more strategic and innovative approaches to public governance 
and for strengthening the role and performance of governments. This will require a cleaner, smarter, 
more strategic and forward-looking state, with a commitment to and capacity for policy implementation 
and compliance – one that can deliver better public services and enhance national competitiveness.   

Building a smarter and interconnected state calls in turn for a more strategic management of 
public organisations, delivering results for citizens and ensuring that the distribution of public resources 
is aligned with national policy goals. Strategic management of the state requires a strong centre that 
both provides effective leadership and enables sound and citizen-oriented management of public 
organizations. It also implies identifying better ways to engage citizens and other stakeholders as partners 
to produce results of high public value (OECD 2012).  

Centres of government are key players in enabling strategic management of government 
organisations, including providing a long-term strategic and horizontal vision for country development, 
ensuring policy coherence and implementation through co-ordination, dialogue and stewardship, 
providing leadership and driving continuous improvement in government performance through challenge 
function and communication with key stakeholders inside and outside of government. 

 

Strategic management is generally understood as a long-term, goal-oriented and horizontal way of thinking 
and acting. It aims to enable public administration to recognise current and future challenges and their 
implications, to form a clear picture of the goals and strategies necessary for confronting these challenges 
effectively and efficiently. 

             Adapted from Federal Ministry of the Interior of Germany and the Bertelsmann Stiftung (2007) 



 

Breakout Session 3: Strategic Management of the State 37 

 

Questions  

 What strategic capacities and mechanisms are needed in the centre of government to effectively 
promote economic growth and social well-being?  

 What reforms are currently being undertaken to build strategic government capacities? What 
mechanisms are being used to engage citizens in government decision making and service 
delivery? 

 What are some of the key challenges in developing the capacities needed to effectively deal with 
complexity and uncertainty?  

 What tools are required to implement a government-wide strategic vision? What role do 
government-wide performance management and budgeting, statistical analysis, accountability 
and strategic planning play?  

 How do you measure the productivity, cost-effectiveness and performance of centres of 
government and their ability to effectively steer the public service in addressing emerging 
challenges and priorities?    

 

Challenges 

The experience of OECD countries suggests that strategic management of the state may require:  

 Building collective commitment to a strategic vision by enabling results-oriented accountability, 
while allowing for flexibility, agility and leadership at the ministerial level, as well as avenues for 
citizen and business engagement. 

 Building capacity for strategic foresight of emerging policy issues and priorities through good-
quality evidence to support effective decision making across the government and through 
rigorous risk assessment, prevention and mitigation to build societal and economic resilience to 
large-scale risks. 

 Building leadership capacity and workforce values and capability to effectively deal with 
increasingly complex policy, regulatory and service delivery issues and with uncertainty  

 Linking a strategic vision with resource allocation and aligning departmental expenditures with 
achieved results.  

 Building capacity to engage citizens as partners in the development of policies, programmes and 
public services.  

  

Ultimately, the state has responsibilities that cannot be delegated to anybody else. It is the steward of the 
public interest; it is the only guarantor of real accountability; and it is the only actor that can develop a vision 
that federates all parts of society. The state needs to be properly equipped for these responsibilities, and this 
means investing not only in the “what” of public policy but also in the “how”. 

Rolf Alter, OECD 
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Background 

What functions are needed for the centre of government? 

The configuration and capacities of the centre of government are often country-specific. They are 
shaped by the features and characteristics of political-administrative systems, cultural tendencies and 
influences, as well as previous management reforms.  Yet, lessons learned from the experience of OECD 
countries, from OECD Public Governance Reviews and from discussions in the Public Governance 
Committee and its Centres of Government Network point to some common capacities needed at the 
centre to effectively deal with current and emerging policy issues and address challenges highlighted 
above:  

 Providing a strategic vision, to pull together long-term, “big-picture” objectives for the economy 
and society. In the case of countries receiving external resources, this would include leading the 
design of the national development strategy and facilitating partner co-ordination around 
identified priorities; 

 Developing strategic direction and policy frameworks, to ensure that individual policies are 
consistent with the government's goals and priorities. The central public organisations also set 
frameworks and policies for managing public organisations, to enable a government-wide approach 
to managing selected administrative issues (e.g. financial management, human resources 
management, service delivery, expenditure management, ICT, values and ethics standards, 
transparency requirements).  Central leadership is also required to provide strategic direction for 
regulatory management and quality, including reducing administrative burdens and improving 
impact assessment and consultation.  

 Enabling implementation of a strategic vision and policy frameworks, to secure coherence and to 
make it operational (B3.1). Some of the mechanisms for implementing a strategic vision include 
regulations, strategic planning, resource allocation and performance budgeting, policy co-
ordination and the “challenge function” to enable quality assurance during the programme and 
policy design. Effective implementation also requires communicating the strategic vision and how it 
is being taken forward to promote a shared sense of purpose. In some cases, direct actions by the 
centre are required, such as strategic workforce planning and managing and reviewing 
expenditures of public organisations.   

 Measuring and monitoring of performance to enable results-based accountability and course 
correction. The centre of government is accountable for overall results, and effective 
implementation of delegated responsibilities. The OECD countries increasingly move towards risk-
based monitoring and accountability for results, which require access to good quality data and 
robust evidence. Programme and policy evaluations, strategic reviews and performance budgeting 
are among the tools increasingly used to make decisions about the efficiency, effectiveness and 
relevance of government programmes, resource allocation and necessary course correction.   

 Ensuring the interface between the political and administrative levels, to mobilise commitment 
by the political leadership to support the strategic direction of reform, to provide advice for final 
decision makers; to ensure the continuity of procedure, policy and implementation, the stability of 
structures and “institutional memory”; to determine how to involve other stakeholders in the 
decision-making process given the political economy constraints/challenges, which is particularly 
relevant in partner countries (OECD Public Governance Reviews).  

 Identifying and preparing for future challenges, including risk management, to enable long-term 
preparedness and responsiveness to deal with emerging issues and risks and to provide advice to 
Central ministerial bodies (Cabinets or equivalent) on priorities and their political implications. 

 

 

 While both OECD and partner countries are developing capacities to manage government 
organisations in a strategic manner, the degree to which the above-noted functions are integrated into 
central structures varies considerably across countries.  
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Table B3.1: What tools and levers can governments use to implement strategic vision? 

Roles Hard levers Soft levers 

Vision  Agenda and strategy setting 

 Prioritisation and policy setting 

 Leadership, consultation, engagement, 
participation 

 Communication 

 Standards (e.g., customer service charters) 

 

Policy coherence 

and 

implementation  

 Laws and regulations 

 Government programmes  

 Resource allocation and strategic planning 

 Institution building  

 Framework setting (HR management, service 
quality measurement) 

 Target setting and reporting results  

 Budget and labour negotiations 

 Policy and service co-ordination and 
integration  

 Challenge function 

 

 Consultation, engagement, participation 

 Moral suasion, setting values framework 
for public service (e.g., codes of conduct) 

 Capacity building and learning programmes 

 Recognition and rewards through awards, 
performance pay, and promotions for 
senior executives  

 Management frameworks  

 Communications 

 Convening communities of practice and 
enabling policy dialogue  

 

Anticipating   Government programmes and budget 

 Performance measurement and evaluation  

 Consultation, engagement, participation 

 Horizon scanning, research and analysis, 
forecasting 

 

Monitoring 

 Performance management, reporting and 
benchmarking 

 Measurement and evaluation 

 Accountability framework 

 

 Public transparency through media 

 Citizen and organisational feedback 

Course-correcting 
 Performance budgeting 

 Programme and sectoral policy reviews 

 

 Continuous internal consultation and 
engagement 

 

Source: adapted from 2010 OECD Public Governance Review of Finland  

  

Box B3.1 -- Centre of Government 
The Centre of government may be defined as the set of institutions at the core of the State, which between them 
have the authority, responsibility, and capacity to lead the development of a strategic vision and direction for 
public policies, as well as the effective implementation of this vision in practice and over time.  To put in place an 
effective strategic management system, central agencies must act as  a central leadership hub in order to facilitate 
co-ordination, collaboration and co-operation across the public administration, with the objective of securing a 
strong, coherent and collective strategic vision of where the country needs to go and how it will get there. Centres 
of Government are the focal point for the strategic state and are essential for leadership, steering, stewardship, 
oversight and accountability.  

Source: OECD Public Governance Reviews 
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What are the tools for implementing a vision for “good” public management across 
government organisations?  

In the area of public management, governments are also increasingly using performance 
management and accountability frameworks to implement a strategic vision for sound management 
results. The table below (Table B3.2) compares key elements of international management and 
accountability frameworks used to monitor management performance in government organisations.  

Table B3.2 -- International Comparison of Performance Management Frameworks 

Assessment Area UK Capability 
Review 

Canada 
Management 
Accountability    

Framework 

US President's 
Management 

Agenda 

South Korea 
Government 
Performance 

Evaluation 

EU Common 
Assessment 
Framework 

EFQM  
Excellence  

Model 

Leadership ✓ ✓   ✓ ✓ 

Organisational 
structure 

✓ ✓  ✓   

Strategy and policy ✓ ✓  ✓ ✓ ✓ 

Partnership working ✓ ✓  ✓ ✓ ✓ 

Resource 
management 

✓ ✓ ✓ ✓ ✓ ✓ 

Financial 
management 

✓ ✓ ✓ ✓ ✓ ✓ 

Performance 
management 

✓ ✓ ✓ ✓ ✓ ✓ 

Risk management ✓ ✓  ✓   

Learning and 
innovation 

✓ ✓  ✓ ✓ ✓ 

Customer focus ✓ ✓  ✓ ✓ ✓ 

Performance results    ✓ ✓ ✓ 

Source: UK National Audit Office, Assessment of the Capability Review Programme, 2009 

How do governments prepare for national emergencies and broad-scale risks?  

 To adapt to the higher costs of catastrophic events, many countries have promoted a culture shift 
from disaster management based on response to a strategic approach that emphasises a focus on 
prevention and mitigation to build societal and economic resilience (OECD). This multi-faceted approach 
has begun in several countries by performing an “all-hazards” assessment of the full risk portfolio to 
target investments where they will yield their highest utility. Such National Risk Assessments have been 
developed by leading countries to fit this purpose. They involve an emergency planning tool that 
compares the relative likelihood and impacts of different reasonable worst case scenarios. This helps 
governments prioritise where to invest limited resources to buy down the risks associated with numerous 
possible events.  To the extent that response capabilities are already in place for certain major risks, 
governments can focus their efforts and investments in weaker areas.  
 
 OECD can help countries implement this emergency planning tool through sharing of best 
practice, establishing a whole of government perspective, creating partnerships with the private sector to 
identify risk scenarios, validate risk analysis, and implement risk treatment plans through the OECD ‘High 
Level Risk Forum’. The Forum was launched in 2011 to provide policymakers and senior executives in the 
public and private sectors with a collaborative platform to improve preparation for large scale shocks to 
the economy and society. It offers a venue to achieve a shared and defined vision of integrated risk 
management, which is broadly conceived as the incorporation and co-ordination of strategy, capability, 
and governance to enable risk-informed decision making and build resilient societies.  
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How to maximise use of performance information in central decisionmaking? 

 Performance information provides evidence for governments to assess and improve policies: 

 in managerial analysis, direction and control of public services; 

 in budgetary analysis and parliamentary oversight of the executive; 

 for public accountability – the general duty on governments to disclose and take 
responsibility for their decisions (OECD 2005). 

A recent OECD survey revealed that performance information tends to be more commonly used 
for management and accountability than for allocation of resources. The questions for centres of 
government in both OECD and non-OECD countries remain: how to strengthen the link between 
organisational performance information and resource allocation? How can policymakers avoid the 
“tyranny of indicators”, whereby the measurement of performance takes precedence over achieving the 
desired results and undermines state capacity in the process? 

Figure B3.1 – The use of performance information in line ministries for budget negotiations 

  

How can OECD support countries in building strategic capacities of government? 

To support countries in building strategic capacities, the OECD is undertaking Public Governance 
Reviews (both government-wide and sectoral).  An OECD Public Governance Review (PGR) aims to 
provide a country with an assessment of, and recommendations regarding, the capacities of its central 
public administration to plan, steer, implement and monitor the success of the implementation of a 
strategic vision and its associated policies in support of a competitive national economy and a cohesive 
society, as well as advice on an implementation roadmap for its governance reform agenda. For further 
information, please visit:  www.oecd.org/gov/publicgovernancereviews.htm. 
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Further reading:   

OECD Public Governance Reviews: www.oecd.org/gov/publicgovernancereviews.htm 

OECD (2011) Government at a Glance, OECD publishing. 

OECD (2007), Performance Budgeting in OECD Countries, OECD Publishing.  

OECD (2005), Modernising Government: The way Forward, OECD Publishing.   

OECD High-Level Risk Forum:  www.oecd.org/gov/riskmanagement/highlevelriskforum.htm   

 

Source: OECD 2012 Performance Budgeting Survey 
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Introduction 

At a time of fiscal austerity and declining citizen trust, innovation and openness in the public 
sector can be important tools to create more effective and inclusive public services and to support a more 
responsive and strategic state.  Openness in the public sector is about increasing the transparency of 
government action, the accessibility of government services and data, and the responsiveness of 
government to new ideas, demands and needs (OECD 2005). Better educated, enabled and informed 
citizens increasingly demand that their governments show transparency, integrity, responsiveness, value 
for money and services that are high quality and easily accessible by all. A more open government 
responds to these demands by being more accountable to citizens, creating internal pressure and 
incentives to perform more efficiently and effectively. Increasingly openness is enabled by the strategic 
use of new technologies to provide access to government services and data, and supporting an active 
citizens’ engagement in policy making and service delivery.  

The need for opening up governments was also recognised globally with the introduction of the 
Open Government Partnership in 2011, which aims to make governments more transparent, effective 
and accountable - with institutions that empower citizens and are responsive to their aspirations (Box 
B4.1).  The OECD is supporting this global effort through OECD Open Government Principles and MENA-
OECD Open Government Reviews (see box B4.2).  

Public sector innovation refers to significant improvements in the way the public sector works 
and/or in the products/services that it provides. Innovation has the potential to increase the performance 
of the public sector, strengthen its international competitiveness, and create a social environment that 
maximises the returns on government investments in a country’s human and natural resources. Public 
sector innovation emerges in response to the scale of changes affecting today’s society, which impact on 
government’s capacity to maintain current standards of service delivery.  

OECD member countries’ experience indicates that open and inclusive policy making could 
improve societal inclusion and broader policy performance through enabling policymakers to:  

 Better understand people’s evolving needs, respond to greater diversity in society and 
address inequalities of voice and access to both policy making processes and public services;  

 Access the information, ideas and resources held by other stakeholders as sources of 
innovation to tackle complex policy challenges;  

 Provide a level playing field for all stakeholders to access the policy process, thus minimising 
the possibility of corruption and state capture and leading to more inclusive policy process;   

 Reduce administrative burdens, compliance costs and the risk of conflict or delays during 
policy implementation and service delivery;  

 Better target scarce resources and provide services that take into account different 
opportunities to access services and benefit from them.   

More innovation and greater openness in the public sector can therefore help to drive up 
performance, whilst instilling citizen trust in government, strengthen communities and build social 
capital. Innovative forms of citizen involvement in service delivery can help tackle service failure and 
underperformance (e.g. schools drop outs or criminal recidivism) which represent a high cost for society. 
Indeed, the economic potential of open government data is enormous as proven by recent cross-country 
studies and examples. For governments to realise these benefits, they need to build their knowledge of 
the impacts of innovation and openness, how these are achieved, and how they can be promoted. To 
tackle these issues, the OECD has established an Observatory of Public Sector Innovation (OPSI). 
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Questions 

 In your view, what does open government mean? What are the links between open government 
and  innovation? Openness, innovation and inclusive growth?   

 What policy measures can governments adopt to promote openness and innovation? What are 
the concrete implications of open government initiatives?  

 What are the challenges and key barriers in promoting openness and innovation? What are the 
challenges and opportunities offered by innovation to promote more open and inclusive 
governments? How can other countries learn from the successes and failures of reform efforts?  

 How can innovation be used to strengthen government institutions and operations in developing 
countries? How can public sector innovation be integrated with the development agenda in your 
country?   

 How can the OECD support countries in making a strategic use of innovation to foster open and 
inclusive government? How can the OECD support work on collecting evidence of the impact of 
innovation and openness on inclusive growth? 

Challenges  

To maximise the potential of openness and innovation on promoting inclusive growth, some countries 
may need to address some of the following challenges:  

 Mainstreaming public engagement and innovation: embedding open government and innovation 
as part of government core business, building skills among civil servants, and establishing a 
supportive administrative culture. 

 Ensuring coherence across government: ensuring that frameworks to promote open government 
and innovation are in place at the national level and support initiatives to foster inclusiveness and 
growth at both national and local levels.  

 Lower the barriers which impede people to participate effectively in policy making (culture, 
language, geographical distance, disability or socio-economic status): ensuring that  open 
government initiative reach out to and add value to those who are the least equipped for public 
participation. 

 Tackling the tendency towards risk aversion: by clearly demonstrating and sharing results of new 
approaches, whilst reducing the cost of failure through the use of small-scale experimentation 
and incremental approaches. 

 

  

Box B4.1 - Open Government Partnership (OGP) 

At the supra-national and inter-governmental level, initiatives like the Open Government Partnership (OGP) are 
pushing for more government openness (and offering approaches). The OGP, formed in 2011,   is a 
“....multilateral initiative that aims to secure concrete commitments from governments to promote 
transparency, empower citizens, fight corruption and harness new technologies to strengthen governance” 
(OGP, 2011). The OECD has been closely following the development of the OGP since its creation, and has 
participated in its meetings.  OGP is governed by a Steering Committee of governments and civil society 
organizations. In order to become a member of the OGP, countries commit to:  

 embracing an Open Government declaration;  

 delivering a concrete action plan, developed in public consultation and feedback; and  

 agreeing to independent reporting on their progress forward.  

Governments must also fulfil a minimum eligibility criteria in order to participate in the OGP. They have to 
produce demonstrated commitment in for key areas: (1) fiscal transparency; (2) access to information (3) 
disclosures related to elected and senior officials; and (4) citizen engagements. Currently 57 countries have 
joined the initiative.  
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Background 

Emerging Knowledge on Public Sector Innovation  

The work of the OPSI shows that countries are already using innovation to introduce a wide range 
of novel approaches across the policy cycle, by using new partnerships, technology, payment models, 
ways of organising and responsibilities. This is resulting in demonstrated improvements for service users, 
by improving service quality, cost efficiency, and user and employee satisfaction (Fig. B4.1)  

Fig B4.1 – Impact of Innovation in OECD Countries 
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Source: OECD Public Sector Observatory (analysis of innovative practices from 16 OECD countries collected over summer 2012) 

 Initial analysis emerging from this data suggests that countries’ use of innovation is supporting: 

 Greater back office centralisation in how public administrations are organised  to achieve 
efficiencies through standardisation and service sharing; and 

 More flexible and tailored delivery of services to users in a way that responds to their needs 
and behaviours. This marks an important shift in the relationship between citizens and the 
state, suggesting a more collaborative, open approach to policy making and service delivery.  

These trends are enabled by technological advances, but also require important changes in 
working methods, organisational structure and culture, and planning and accountability. 

The emerging analysis of innovation in OECD countries suggests that the relationship between 
innovation and openness is not a simple one, rather openness is being used as a lever to promote 
innovation, and at the same time, the use of innovation is helping to further open government 
information and processes.  

 

 
 

Innovation is about people and culture as much as it is about system and processes. Support from top 
managers, clear incentives (financial and recognition-based) for individuals and organisations to innovate, 
increased scope for experimentation and a certain risk-acceptance, paying attention to views of middle-
managers and front-line staff, encouraging innovation champions and constant learning both within the 
organisation and elsewhere are important building blocks for innovation in the public sector. 

OECD Observatory of Public Sector Innovation will serve as a ‘hub’ of public sector innovation through 
systematic collection, analysis and sharing of innovative practices from across the public sector, via an online 
interactive database, which will be launched in 2013.  
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How to promote innovation in the public sector?  

Promoting innovative approaches in the public sector is not a straightforward task. This requires 
creating the conditions where innovation can thrive, both as an institutional top-down process, and at the 
same time, empowering individuals within the administration to develop innovations through bottom-up 
processes. Public sector innovation can be leveraged by:  

 Increasing openness to new ways of doing things in public administrations, ex. to benefit from 
new technologies, but also a more open culture, which fosters honest conversations about what 
is working and what is not, to tackle the traditional risk aversion of public sector. 

 Increasing flexibility in how the administration is structured, and in how it is organised, 
e.g. replacing traditional team structures, hierarchies, office spaces with more flexible 
approaches to encourage creative thinking and to empower employees. 

 Increasing collaboration both within the administration and beyond, recognising that public 
administrations do not have all the answers. This does not mean simply privatising public 
services, but developing productive partnerships between the public administration and civil 
society, the private sector and citizens by listening to what they need and working with them to 
produce more effective public services.  

How to promote openness in the public sector?  

Openness does not happen by itself, it has to be steered and promoted. The following 
governance tools and reforms address those government activities that support more open government:  

 Establishing a legislative framework supporting open government - laws on access to 
information, budget, whistle blowing, privacy, but also on consumer protection, e-government, 
and use of public data (Fig. 1.2); 

 Building institutions that support transparency (e.g. Ombudsman, Supreme Audit institutions, 
Information Commissioner etc.); central government bodies responsible for implementing open 
government policies;  mechanisms to include civil society in public decision-making and service 
delivery across the government; 

 Introducing policies that provides rules and guidelines that set out responsibilities, risks, costs, 
mechanisms for data exchange, role of intermediaries etc.;  

 Integrating open government agenda into an overall public sector reform and public service 
delivery approach, including vision and strategic leadership, change management, ensuring co-
operation across sectors and levels of government;  

 Managing channels of information and citizen engagement – e-government and e-
consultation, social media, town hall meetings;      

 Setting up an implementation framework - central funding mechanism or incentives, training; 
data sharing and inter-operability, etc.   

 

 

Box B4.2 -- MENA-OECD Open Government Project 

The MENA-OECD Governance Programme is assisting the Governments of Jordan, Libya, Morocco and Tunisia 
in reviewing and assessing institutions, policies and practices supporting the implementation of Open 
Government principles, as well as coordination mechanisms across levels of government and with national civil 
society. The OECD is providing policy support and accompanying capacity building activities to assist 
beneficiary countries improving policies and ensure their effective implementation in order to meet the Open 
Government Partnership (OGP) eligibility criteria and prepare and implement the OGP action plans. 
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Fig 1.2 Accessibility of most commonly available information released by central government (2010) 

 

Examples of Innovations for more open government 

More transparent government 

 The Polish Environmental Information Center has set up a free public access register for data on the 
environment and its protection, making it easier to find and retrieve information, and reducing the 
cost of data collection and storage by allowing individual institutions to upload their own data.  

 The Agency for the Public Services Reform (AMA) in Portugal has developed the Common 
Knowledge Network - a collaborative platform to promote the sharing of best-practices regarding 
public sector modernisation and innovation. The platform provides a directory of initiatives, selected 
according to quality, applicability and diversity of practices, organised by themes and entities, and a 
media library with carefully selected resources.  

 In Spain, the Aporta project encourages the re-use of public sector information by providing access 
to over 650 government datasets in reusable formats through a public data portal, datos.gob.es.  

More responsive government 

 The Canadian Department of Foreign Affairs and International Trade has been experimenting with 
different collaborative tools to involve non-traditional actors in policy design including the use of 
social media; online “communities of practice”; co-location of staff within industry associations; and 
advisory boards chaired by “executives in residence”.  

 The Council for Research and Technology Development in Austria has piloted the use of a new 
crowd-sourcing platform to get input from external stakeholders to improve and widen inputs for 
policy makers. During the testing period, over 400 people registered; about 750 comments and 8000 
votes were received.  

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100% 
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Annual report on freedom of information law 

Description of the structure and function of government … 
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Percentage of 32 OECD countries responding to the survey 

Central portal Ministry/agency/other website Central portal & ministry/agency/other website Not published online 

Source: OECD (2011) Government at a Glance  
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 The General Directorate for State Modernisation in France has introduced permanent citizen and 
business panels to systematically involve users in administrative simplification efforts, including 
through their participation in focus groups, surveys, forums, and co-creation workshops.  

 The Chilean Ministry of Economics has implemented the programme Start-Up Chile which selects 
promising young entrepreneurs from around the world and provides the equivalent of $40,000 and a 
year-long visa to come and work on their ideas in Chile.  

 The Public Administration Department in Italy has launched an online consultation initiative 
(“Burocrazia: diamoci un taglio!”) to involve citizens and businesses in cutting administrative burdens, 
by collecting proposals and comments directly from users. 

 The Australian Department of Human Services uses its online forum (Speechbubble) to inform and 
engage with the public, staff and stakeholders in designing its initiatives and services. Users and staff 
can collaborate on specific initiatives for a fixed period, enabling faster feedback at a fraction of the 
price compared to traditional focus groups. 

 At the Pirkanmaa hospital in Finland, patients, hospital management and staff, architects, and a 
university researcher worked together to design the layout of a future hospital. Participatory design 
techniques and physical prototyping were used, enabling identification of an appropriate 
functionality and environment for the hospital which take into account patients’ emotional needs. 

How can innovation support open government?  

 At the same time that openness can be used to support the conditions in which innovation thrives, 
innovation can also be a powerful enabler of more open and inclusive government. Opening up 
public sector data (e.g. crime rates, gas emissions, teachers per student in city schools) enables not 
only greater transparency, but also allows citizens to make more informed personal choices, increasing 
public participation in designing responses to public needs.   

 New forms of involvement of non-traditional actors in policy design (e.g. co-location of staff) have led 
to improvements in the quality and cost of policy development. Some administrations have 
developed online platform to ‘crowd source’ ideas and receive input on policy issues.   

 

 Innovative approaches to service design and delivery have focused on increasing the accessibility 
and responsiveness of services to citizens’ need. ICT-enabled innovations are providing new 
opportunities to governments to effectively reach out to users and involve them in service design and 
delivery and using a channel of their preference (e.g. Twitter and Facebook).   

 

 While there is still a lot of experimentation around the use of these new tools, initial evidence 
suggests that they can bring results in terms of service quality and user satisfaction. One challenge is 
to ensure that these tools do not create new divides, for example as a result of cultural, language or 
geographic barriers, and that governments have the right mix of skills and resources to put forward 
such policies.   

Further reading:   

OECD (2011), Government at a Glance 

OECD (2011), Together for Better Public Services – Partnering with Citizens and Civil Society 

OECD (2011), M-Government: Mobile Technologies for Responsive Governments and Connected Societies 

OECD (2008), Focus on Citizens: Public Engagement for Better Policies and Services 

OECD (2005), Modernising Government: The Way Forward  

Observatory of Public Sector Innovation 
www.oecd.org/governance/oecdobservatoryofpublicsectorinnovation.htm  

www.oecd.org/governance/oecdobservatoryofpublicsectorinnovation.htm
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Introduction 

Public sector integrity, rule of law and effective justice performance support building trust in 
government and creating a level playing field for business and contributing to economic performance. 
This is particularly relevant in the current context of economic crisis where citizens’ confidence in 
markets and government has been seriously weakened. Economic recovery involves tough policy choices. 
These policies can only be successfully implemented and bear fruit in terms of economic outcomes if 
major parts of society are involved. Trust in government and inclusive policy making are prerequisites for 
building the support needed for decisive political action.   

Corruption and waste undermine accountable and effective institutions while also preventing 
equal access to public services.   Corruption – including the use of public resources for private gain – can 
affect both the level and efficiency of private investment and public spending. It can also impose costs on 
businesses, having the same effect as taxation, and tending to unevenly impact small and poor 
entrepreneurs. 

A cleaner and more transparent public sector contributes to leveling the playing field for 
businesses, improving public service delivery and holding public officials accountable on how they 
manage public funds.  Indeed, efficient and effective rules (for governments, businesses and citizens 
alike) have shown to create a stable environment for investment and economic growth. Proper measures 
to promote integrity, accountability and transparency help ensure that public resources are properly used 
and that benefits of growth are distributed more equitably across society. The experience of OECD 
countries shows that the use of tools such as disclosure of assets, disclosures of sources and amounts of 
donations by lobbyists, e-procurement supports the prevention of corruption and helps build trust 
between citizens, businesses and the government.  

Effective justice systems are also core to a well-functioning economy and social justice.   As part 
of the effort to enable the rule of law, a well-functioning justice system matters in particular for equitable 
development, social inclusion and the creation of more fair and just societies.  Ensuring the effective 
implementation of laws helps prevent conflict, crime, and violence; ensures executive accountability; and 
fosters private sector growth in compliance with outlined regulatory frameworks. Well-functioning 
judiciaries also support economic performance by ensuring the security of property rights and 
enforcement of contracts and thus contributing to the smooth functioning of markets. For example, the 
study into the impact of the judicial reform on the economic growth in Texas found that the savings 
resulting from reforms and related factors in Texas were estimated to be $7.630 billion in 2000. The 
indirect impact on the economy included increase in annual gross state product, annual personal income, 
annual retail sales and creation of nearly 200 000 jobs.   

In addition, a legitimate and equally accessible judicial system helps create a level playing field 
where predictable and independent decisions can be taken. Justice institutions can also aid in 
countering corruption, work to oversee and scrutinise the executive’s actions ensure government is 
accountable to citizens, and facilitate useful interaction among state and non-state actors. In this context, 
many OECD and developing countries have embarked on reforms to improve justice sector performance, 
also with a view to advance inclusive growth.  

Recent evidence shows that trust is one of the top determinants of long-term growth and that “countries with a higher 

level of generalized trust grow more” (Horváth).  With a clear link established between trust and economic growth, 
there is a strong economic rationale for enhancing integrity to increase the level of trust, as this will result in 
reinforcing public sector integrity for sustainable economic growth.  

Trusting societies not only have stronger incentives to innovate and accumulate physical capital, but are also 
likely to have higher returns to accumulation of human capital (Knack and Keefer).  
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Questions  

 How do public sector integrity, the rule of law and justice sector performance contribute to 
economic growth and national well-being? 

 What progress has been made across the globe in embedding a culture of integrity in the public 
sector? What steps are governments taking to strengthen integrity and the rule of law?  

 What are the current reform trends in achieving strong performance of the justice sector?  Which 
measures proved effective, how did countries measure those results? 

 What are the main impediments, innovative practices and lessons learned in promoting public 
sector integrity, the rule of law and performance of the justice sector? What are the main 
priorities and gaps in terms of policy advice and comparative evidence in these areas that need to 
be addressed at the international level? And how can the OECD best support those efforts?   

 

Challenges 

Some countries may need to meet the following challenges in order to enhance public sector integrity, 
justice sector performance and the rule of law:  

 Enabling transparency and a level playing field for societal actors while stimulating public sector 
efficiency and responsiveness 

 Designing and implementing a whole-of-government and multi-dimensional approach to 
fostering public sector integrity and ensuring that integrity policies are effectively enforced across 
branches of power 

 Embedding standards of conduct for public officials into their daily activities on which they can be 
held accountable by the public   

 Delivering high quality services and ensuring access to fair and timely justice while operating 
within tighter fiscal constraints.  

 Leveraging the use of ICT to enhance accessibility and efficiency of justice and improve court 
users’ level of satisfaction and public confidence in courts.  

 

Public sector integrity:  a driver for trust in government and inclusive economic growth 
Public sector integrity contributes to promoting trust in government which plays a significant role in 
promoting long-term economic growth through:  

 Encouraging investments through lower transaction costs for economic agents. Evidence shows that the 
share of investment in GDP increases by almost one percentage point for each seven-percentage point 
increase in trust (Zak and Knack). 

 Enhancing innovation for economic growth.  

There is, therefore, a strong economic rationale for promoting integrity in the public sector and fighting 
corruption as it can impact significantly the economic and social performance of the country and of the 
government: 

 Through preventing waste of available resources including revenue collection, thereby reducing the 
budget deficit. 

 Through ensuring that public resources are used and public policies are developed in the public interest 
and not in the interest of a narrow set of groups. 

 Through a reduced perception of corruption in the country, a higher trust in the government and thus 
improving the economic and investment context in the country. 

Integrity = investment + innovation – waste. 
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Background 

How does the OECD promote public sector integrity?  
 
The OECD supports countries in promoting Public Sector Integrity through a systemic approach 

across the policy cycle (from design, to implementation, to assessing effectiveness). From this 
perspective, the OECD work focuses on integrity, transparency and accountability policies in a 
continuous business cycle. This allows the OECD to provide state of the art guiding principles, systemic 
analytical frameworks, solid implementation assessments and comparative, country driven, output 
and outcome oriented indicators in each of its policy areas.    

 

 

In addition, to support efforts of OECD and partner countries in advancing 
integrity reforms, the OECD is conducting Joint Learning Studies.  A Joint 
Learning Study (JLS) is a new and innovative method for sharing knowledge 
on key policy issues between OECD and partner countries, based on the well 
established OECD Peer Review System and open to partner countries. It is a 
'joint' activity that requires close co-operation between OECD and partner 
countries. In order to ensure an in-depth policy discussion among peers and 
to foster dialogue among countries, experts from both OECD and 
participating countries are involved in the assessment process. The outcome 
of this collaboration is a JLS report, which covers specific areas of interest for 
participating countries, adapting the OECD peer review methodology to a 
country context.  

Some of the recent examples of JLS reports include: 
 

1. Integrity Review of Tunisia : « Évaluation du cadre d’intégrité dans le secteur public » (2012) 

2. OECD Benchmark Report: Supporting the Design and Implementation of a Code of Conduct in the 
Civil Service of the Palestinian Authority (2010-11)  

3. OECD Benchmark Report: Improving Transparency within Government Procurement Procedures 
in Iraq (2010) 

4. OECD Joint Learning Study: Enhancing Integrity in Public Procurement in Yemen (2010) 

5. OECD Joint Learning Study: Implementing a Code of Conduct for the Public Sector in Jordan 
(2010) 

6. OECD Joint Learning Study on data collection mechanisms of the Central Authority for Corruption 
Prevention in Morocco (2010) 

 
 

OECD instruments to Enhance Public Sector Integrity 

Amongst the key instruments developed by the OECD to promote Public Sector Integrity including in the 
public decision making processes are: 

 The Principles for Transparency and Integrity in Lobbying (2010) 

 The Principles for Enhancing Integrity in Public Procurement (2008) 

 The Guidelines for Managing Conflict of Interest in the Public Service (2003)  

 The Principles for Managing Ethics in the Public Service (1998) 

These instruments not only help mitigate corruption risks and promote public sector integrity but also 
improve efficiency and ultimately contribute to public trust. See www.oecd.org/gov/ethics.  

http://www.oecd.org/gov/ethics/conflictofinterest
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Transparency in public procurement: levelling the playing field, providing better public services  
 

Considering that procurement accounts for 13% of GDP on average in member countries, the 
financial interests at stake, the volume of transactions at the international level and the close interactions 
between the public and private sector make public procurement particularly vulnerable to waste and 
corruption. As governments need to achieve efficiency gains they need to provide a level playing field for 
businesses to get the best price, and foster transparency and competition. For example, comparative 
evidence from EU countries suggests that more competitive tender procedures contribute to lower 
prices of generic medicine (see box below). Therefore procurement has the potential to contribute not 
only to efficiency gains but also make basic services such as generic drugs more accessible to the public. 

 

 

 

Increasing the use of electronic procurement platforms can also contribute to levelling the 
playing field for business, including small and medium enterprises, as they have equal access to public 
tenders. Recent procurement reforms in most OECD countries have focused on enhancing transparency 
through access to clear and timely information (see Figure B5.1 below).  

  

Box B5.1 -- Achieving better prices for generic drugs through competitive procurement in Europe 

A 2011 study of Social Security in France highlights the correlation between the price of generic drugs and the 
type of procurement procedure used in European countries. A study of generic drugs and their financial impact 
on health expenditure by the Social Security concluded that the use of competitive or negotiated procurement 
significantly decreases the price of generic drugs, which ultimately contributes to achieving significant savings in 
its overall medicine expenditures but also providing cheaper medicines to citizens. From this perspective, the 
French Social Security is moving towards using competitive procedures to achieve further savings.  
 
The study showed that generic medicines in France are amongst the most expensive in Europe. For the 74 main 
generic molecules, the average price by standards unit in France is 15 cents compared with 12 in Germany, 7 in 
the United Kingdom and 5 cents in the Netherlands. These differences result from the method used to regulate 
the price of these drugs. Indeed countries like France, Belgium or Austria decided to simply adopt a discount 
system where the generic drugs are 55% cheaper than the price of the reference drugs. In countries such as 
Germany the health insurance companies are using negotiated procurement procedures with generic drugs 
manufacturers to negotiate low prices.  In the United Kingdom and the Netherlands the price of the generic is 
determined through a competitive procurement process open to all suppliers and conducted by the pharmacies. 
Savings are then shared between pharmacies and social security.  
 
This method allowed the social security to achieve substantive cost savings by increasing the collective buying 
power of pharmacies and bolstering the competition between suppliers. These savings can be invested in other 
areas to improve public service delivery.  

 
Source: French Social Security, Caisse Nationale d’Assurance Maladies, Information Point, September 2011 



56 Breakout Session 5: Public Sector Integrity and the Rule of Law 

 

Figure B5.1 -- Key public procurement reforms in OECD countries 2008-2011 

 
OECD (2011), Government at a Glance 2011, OECD Publishing  

What measures can help ensure accountability and public scrutiny in the use of public funds?  
 

Ensuring that the integrity of government decision-making is not compromised by public 
officials’ private interests is a growing public concern. From this perspective, public officials across OECD 
and partner countries increasingly disclose their private interests to ensure accountability in case of 
misuse of public funds.  

 

Figure B5.2 --  Level of disclosure of private interests in the three branches of government (2010) 

 

Source : OECD (2011), Government at a Glance 2011, OECD Publishing. 

 
 
Similarly, disclosing name of client and employer, issues lobbied and contributions received are 

necessary to  promote integrity in lobbying activities and ensure that the decision-making process is not 
subject to undue influence in particular to reduce risks  on the economic performance of countries. The 
OECD Principles for Transparency and Integrity in Lobbying provide guidance for embedding 
transparency and integrity into the lobbying activities across OECD member and partner countries.  
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Promoting justice sector performance: an increasing imperative 
 

OECD and partner countries are taking a wide range of measures to improve judicial performance 
to enhance country competitiveness, social cohesion and public trust and confidence in public 
institutions, such as: 

 Increasing the quality of justice services and access to justice through enhanced timeliness, efficiency, 
affordability and transparency of the justice system. The specific measures include introduction of a 
legal aid system, making all judicial decisions available online, introduction of alternative dispute 
resolution mechanisms and use of ICT to enhance access to and transparency of justice. A growing 
number of countries also measure quality and satisfaction with justice services to keep pace with the 
public’s rising expectations for high quality and cost-effective services.  Some of the other efforts 
include adopting a citizen's 'outside-in' perspective, which would be anchored in clients' own service 
expectations and improvement priorities. 

 Strengthening quality of court management and institutions. Experience of OECD countries suggests 
that effective judicial institutions require a host of mechanisms to safeguard the values of 
accountability, developing sound expenditure, budget and human resources management capabilities, 
and promoting transparency, integrity and a more efficient delivery of justice. Strong judicial 
performance also requires effective safeguards to ensure quality (e.g. fairness) of judicial decisions, 
such as mechanisms to enable judge’s independence from any party and mechanisms to monitor the 
application of the law.  Country reforms in this area include decentralization of accountability of court 
budget management and reorganizing judicial maps, reforms on the status of bailiffs and enforcement 
of court decisions, and introduction of asset disclosure requirements for judges (Figure B5.2). 

 

Box B5.2 -- State of the art: Reviewing current models for regulating lobbying 
 
Though only a few nations have enacted legislation to regulate lobbying, their experience and that of sub-national 
levels of government enable us to address the key question: what are the elements of strong lobby regulation? 
 The answer to this overarching question is best considered by asking a series of subsidiary questions: 

 Who is to be regulated? 

 What should they be required to disclose? 

 How can they be regulated? 

 How can compliance be obtained? 

 How can the integrity of lobby regulation be ensured? 
 
Effective regulation will depend on the presence of the following elements: 

 There is a clear, unambiguous definition of the regulatory target. 

 Disclosure requirements are meaningful and attainable. 

 Procedures for securing compliance are effective and realistic. 

 The integrity of the regulatory process is maintained by an appropriate administrative framework. 

Since the purpose is to identify “a set of principles that might provide a framework for enhancing transparency 
and accountability insofar as lobbying is concerned”, these four elements and the questions which led us to them 
can be used to organise a discussion of existing measures and proposals for measures. This chapter looks first at 
issues of definition, then at the complexities of disclosure, the problems of securing compliance, and finally the 
steps that must be taken to secure the integrity of the regulatory process.  

Source: OECD (2009) Lobbyists, Governments, and Public Trust: Increasing Transparency through Legislation. 

http://www.oecd.org/dataoecd/2/49/49408672.pdf
http://www.oecd.org/corruption/fightingcorruptioninthepublicsector/49110298.pdf
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