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1  Questioning the Vertical State Structure 
 
 
 
Thus the seeds of body and soul, and the seeds of virtue implanted in our souls, drew 
dispersed men together into one place. These causes have built villages, established 
cities, founded academic institutions, and united by civil unity and society a diversity 
of farmers, craftsmen, laborers, builders, soldiers, merchants, learned and 
unlearned men and so many members of the same body. Consequently, while some 
persons provided for others, and some received from others what they themselves 
lacked, all came together, into a certain public body that we call the commonwealth, 
and by mutual aid devoted themselves to the general good and welfare of this body. 
And that this was the true origin first of villages, and then of larger commonwealths 
embracing wide areas, is taught by the most ancient records of history and 
confirmed by daily experience. 
Althusius, 1630, Politica, chapter I. 
 
 
We have said that in treaties of this kind the exercise of only certain parts of the 
supreme sovereignty is made to depend upon the consent of the associated states. 
For it hardly seems likely that the affairs of several states could be so closely 
interwoven that it would be to the advantage of one and all of them that no part of 
the supreme sovereignty be exercised without the consent of all. Or if there were any 
such, it would have been more to their advantage to unite in one state than to be 
joined only by a treaty. Therefore, it is convenient that the individual states reserve 
for themselves liberty in the exercise of those parts of supreme sovereignty, the 
manner of conducting which is of little or no interest, at least directly, to the rest. 
The same is true as well of such business as is of daily occurrence, or will not suffer 
the delay consequent upon a discussion of it with others. But matters upon which the 
safety of the entire league depends may with entire fairness be considered in 
common council. Of these war occupies the first place, both defensive and offensive, 
and that wherewith it is drawn to a close, even peace. To which should be joined 
taxes, in so far they minister to war, and treaties with foreign powers looking to the 
common safety. Here also belongs the consideration that, if any controversy arises 
between the allies themselves, the others who have no direct interest in it may at 
once interpose as mediators, and not allow it to come to open warfare. The other 
matters which apparently do not demand so much exercise of common counsel, such 
as commercial treaties, taxes which are required for the needs of the individual 
states, the appointment of magistrates, laws, the right over citizens of life and death, 
matters of religion, and the like, can without difficulty be left in the province of the 
individual states. Although every state will so control them that they will in no way 
disturb the entire system. 
Samuel Pufendorf, 1672, De jure Naturae et Gentium Libri Octo, volume II, book 
VII, chapter V. 
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1.1  Setting the scene: place in the literature  
 
The structure of government�Šthe number of tiers and the allocation of tasks over 
these tiers�Šhas been a subject of political research since Althusius (1603) and 
Pufendorf (1672). More recently, the process of European integration revived the 
interest in the allocation of tasks across government tiers.1 One approach to this 
topic is the subsidiarity principle of the European Union which states that matters 
ought to be handled by the lowest feasible tier. However, the subsidiarity principle 
has also been used by the member states of the European Union as an argument to 
safeguard national autonomy (Van Kersbergen and Verbeek 1994). The precise 
allocation of tasks across government tiers remains a matter of fierce normative and 
empirical debate. 

The normative debate deals with questions concerning whether and how 
efficiency shapes the government structure. According to Oates (1972 and 2005), 
optimal government structure is a result of the trade–off between efficiency, on the 
one hand, and local preferences, on the other. Treisman (2007), however, argues that 
anything from a unitary to a multi–tier structure could be most efficient in a given 
country at a given time depending on contextual factors such as technological 
development, costs of organizing supervisory bureaus, and agency costs. Although 
efficiency may not lead to unique outcomes, it is likely that efficiency constrains the 
vertical state structure by excluding certain outcomes (Hooghe and Marks 2009a). 

The empirical debate relates to describing and understanding variation in 
government structures. Efficiency plays also a role in the empirical debate (see for 
example: Sharpe 1993a and Peterson 1995) but many scholars emphasize other 
factors. Some examine the role of ethnic groups and regional parties in shaping the 
vertical state structure (Swenden 2006; Amoretti and Bermeo 2004; Hough and 
Jeffery 2006) whereas others draw our attention to factors such as EU–membership, 
economic development and democracy (Jolly 2006; Wheare 1963; Alesina and 
Spolaore 2003).  

This dissertation engages both the normative and empirical debate. The main 
goal is to understand variation in regional government, that is, the allocation of 
authority endowed to regional tiers. It seeks to understand how regional government 
is shaped by efficiency, on the one hand, and country specific factors�Šlike those 
mentioned above�Šon the other hand. The basic assumption is that efficiency calls 
for a specific regional structure, but deviations from optimality may occur as 
contextual factors change.  

Regional government varies considerably among countries and across time. 
Some countries have no regional tier like, for example, Malta and Luxembourg. 
Other countries have multiple regional tiers. For instance, Germany has Länder, 
Regierungsbezirke, and Kreise. Also, the past few decades has been marked by 
increasing regional autonomy. To give some examples, Belgium erected gewesten 
and gemeenschappen, Italy established regioni, France set up régions, and the 
United Kingdom instituted a parliament and an assembly for Scotland and Wales, 
respectively. Not only did the number of regional tiers increase, the extent of 

                                                 
1 Interestingly, the first real theories of federation, of which Althusius (1603) and Pufendorf (1672) are 
examples, were formulated in response to the rise of centralized modern states (Karmis and Norman 
2005: 25).  
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authority endowed to regional governments has also risen. The county governments 
in Scandinavia have increased their policy scope and have obtained tax power over 
income. Territories in Australia, Canada and the United States have developed from 
a quasi–colonial status towards autonomous regions. If anything, stasis does not 
apply to the institutional landscape of regional authorities.  

It is worth studying the degree of authority endowed to regional tiers for at least 
two reasons. First, the degree of decentralization is perceived to affect corruption, 
government spending, economic growth, accountability, ethnic and territorial 
conflict, political participation, and policy innovation.2 Therefore, it is not surprising 
that international development agencies energetically promote and invest heavily in 
decentralization projects. Treisman (2007: 3–4) reports that the Inter–American 
Development Bank approved $671 millions in loans to support ‘decentralization and 
subnational government’ in Latin America between 1961 and 2005. During the 
period 1997–2003, the World Bank was allocating about $300–500 million a year on 
loans to projects with a decentralization component. Also the European Union has a 
firm belief in the stimulating role of regional authorities for economic development. 
Structural funds allocations for regional policy in the EU amounted up to €195 
billion in the period 2000–2006. The overall mission of the Commission in regional 
policy can be described as trying to create ‘multi–level governance’ which implies 
the involvement of regional authorities in decision–making and implementation of 
EU regional policies (Hooghe and Marks 2001: 85–86; Hughes, Sasse and Gordon 
2004: 68–72).  

Second, the regional level is of interest for comparative political scientists in 
general. As Snyder (2001: 94–100) argues, there are three key advantages resulting 
from comparing subnational units. First, the research design might be strengthened. 
The number of observations increases by focusing on subnational units which 
mitigates the problem of ‘small N, many variables’. Also, a focus on subnational 
units can make it easier to construct controlled comparisons which increase the 
probability of making valid inferences in small–N research. Second, subnational 
comparisons strengthen the capacity of comparativists to accurately code their cases 
as relying on national–level averages underestimates internal heterogeneity. Third, a 
focus on comparing subnational units better equips us to handle the spatially uneven 
nature of major processes of political transformation. To make valid inferences at 
the regional level with respect to government structure we need to know and 
understand this regional government structure. This dissertation describes the 
authority endowed to regional governments across time as well as cross–sectional in 
detail (see chapter 3 and appendix 3.1) and is therefore of interest to comparative 
political scientists in general.  

This introduction is structured as follows. First, I summarize the literature on 
explanations of regional authority. Second, I introduce a postfunctionalist theory of 
                                                 
2 See, for example, on the relationship between decentralization and corruption: Fisman and Gatti (2002), 
Arikan (2004), Enikolopov and Zhuravskaya (2007); between decentralization and government spending: 
Marlow (1988), Zhang and Zou (1998), Xie, Zou and Davoodi (1999); between decentralization and 
economic growth: Akai and Sakata (2002), Davoodi and Zou (1998), Martinez–Vazquez and McNab 
(2003), Thiessen (2003); between decentralization and accountability: Seabright (1996), Blair (2000), 
Bardhan and Mookherjee (2006); between decentralization and ethnic and territorial conflict: Bakke and 
Wibbels (2006), Brancati (2006), Roeder and Rothchild (2005); between decentralization and political 
participation: Borck (2002), Crook and Manor (1998), De Mello (2004); and between decentralization 
and policy innovation: Kerber and Eckhardt (2007), Sapat (2004), Strumpf (2002).  
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regional government which guides this study. Next, I elaborate on the central 
research question, case selection and data. Method and approach are dealt with in the 
fifth section and I present the study’s main findings and conclusions in the sixth 
section. Finally, I present the main contributions of this dissertation and propose 
avenues for further research.  

 
 

1.2  Explanations of regional authority 
 
Regional authority and subnational authority in general, is often understood to be a 
result of two main factors. First, the presence of ethnic or territorial minorities is 
linked to decentralization of authority. Individuals sharing ethno–cultural norms 
may desire self–rule on intrinsic grounds leading to a demand for decentralization of 
authority (Duchacek 1970; Keating 1998; Loughlin 2001). Furthermore, federal 
systems, which can be understood as constitutionalized systems of authority in 
which neither the center nor the constituent units can unilaterally change the 
distribution of power (King 1982), are often perceived as a solution to accommodate 
the autonomy or self–governance demand of ethnic and territorial minorities (Elazar 
1987; Smith 1995; Rose and Traut 2002; Amoretti and Bermeo 2004). In this 
perspective, authority of regional tiers is foremost a function of the degree of ethnic 
fragmentation. Implicit in this view is that most ethnic minorities have a desire for 
self–governance. Generally, the assumption is also that the likelihood and strength 
of an autonomy demand increases when ethnic minorities are territorially 
concentrated (Dikshit 1975; Treisman 2007) and/or are mobilized in political parties 
(Brancati 2005 and 2006; De Winter and Gómez–Reino and Lynch 2006).  

A second explanation sees the extent of decentralization as a result of functional 
characteristics of policies on the one hand and heterogeneous preferences on the 
other. This claim is generally referred to as the ‘decentralization theorem’ (Oates 
1972 and 1999; Panizza 1999; Alesina and Spolaore 2003). The two most important 
functional characteristics of public goods are externalities and scale effects (Besley 
and Coate 2003: 2628). An externality or spill–over occurs when a decision causes 
costs or benefits to people other than the person making the decision (Tullock 1969). 
Scale effects occur when more units of a good or a service can be produced on a 
larger scale with relatively less input costs (Tullock 1969). 

The decentralization theorem is a normative claim which states that the optimal 
degree of decentralization depends on the balance between externalities and scale 
effects of policies and heterogeneous preferences. As it is reasonable to assume that 
minorities based upon language, race, and religion have different policy preferences 
(Oates 1972; Panizza 1999), decentralization might/should be a result of the 
presence of ethnic minorities. But the ‘decentralization theorem’ explicitly states 
that heterogeneous preferences of any kind may lead to decentralization (Oates 
1972, 1999; Alesina and Spolaore 2003). More importantly, the ‘decentralization 
theorem’ draws attention to the fact that the observed degree of decentralization 
does not need to solely reflect the presence of ethnic minorities or differences in 
local preferences. A certain degree of decentralization is efficient and possibly 
inevitable because of the functional characteristics of policies provided by 
government. In this perspective, each policy has its own optimal jurisdictional size 
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which may range from the local to the global.3 A certain degree of decentralization 
may always be expected and is dependent upon the specific policies provided by 
government. 

The extent of decentralization of authority is linked to other variables in 
addition to the presence of ethnic minorities and functional characteristics of 
policies. Three variables might be discerned. First, the process of European 
integration could have beneficial effects for regional authority. European integration 
has made political autonomy more economically viable for regions desiring self–rule 
and this may have encouraged mobilization. European integration removes large 
barriers to trade diminishing the economic advantage of large state size and, at the 
same time, providing small countries and large regions access to a large market 
(Alesina and Spolaore 2003; Marks and Hooghe 2000). Therefore, the 
decentralization/autonomy demand of regional actors is made more realistic by 
European integration (Jolly 2007). Next to the general effect of EU–membership, the 
instrument of EU–funding may enhance regional mobilization as money is directly 
distributed to regional tiers (Jeffery 2000; Marks, Nielsen, Ray, and Salk 1996; 
Hooghe and Marks 2001). Also, EU–funding might pressure national governments 
to empower regional authorities to make them more successful in acquiring money 
from the EU cohesion funds (Brusis 2002; Hooghe 1996).  

Second, democracy is also associated with decentralization. There are two 
reasons to expect a link between decentralization and the level of democracy. First, 
democracy is thought to facilitate the mobilization of heterogeneous preferences 
(Alesina and Spoalore 2003). As soon as heterogeneous preferences are mobilized 
they might result in a decentralization demand. A second reason might be that 
dictators strive to centralize authority in their own hands. Decentralization of 
authority could provide opponents with an alternative power base (Marks, Hooghe 
and Schakel 2008).  

Finally, economic development has been linked to the degree of decentralization 
of authority. Economic development might make decentralization more affordable 
as setting up regional institutions involve costs (Wheare 1963; Oates 1972). Another 
possible explanation is that citizens demand decentralization only at relatively high 
levels of per capita income as the benefits of decentralization can be more fully 
exploited without the disadvantages that tend to be more present in countries at 
lower levels of development (Bahl 1999; Bardhan 2002; Martinez–Vazquez and 
McNab 2003). 

There are numerous proposed factors which should lead to decentralization of 
authority4, however, rigorous empirical analysis is scarce. Most hypotheses are put 

                                                 
3 An implication of this finding is that optimal provision of policies requires that each policy is provided 
by a specific–purpose government which jurisdictional size is determined by externalities and scale 
effects of the policy which is provided. Despite the fact that contemporary governments provide multiple 
policies we see only a limited number of government tiers. An explanation for this may be found in scope 
effects/transactions costs. Scope effects arise when multiple policies are provided by the same 
government tier at lower relative costs compared when each policy is provided by different government 
tiers. This cost reduction is a result of reduced transaction costs and/or internalization of spillovers 
between policies. Due to scope effects/ transaction costs it is more economically efficient and effective to 
establish two or three general–purpose subnational tiers than several specific–purpose government tiers 
(Hooghe and Marks 2003; Hooghe and Marks 2009a). This dissertation excludes specific–purpose tiers 
and deals only with general–purpose governments (see chapter 3).  
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forward and tested by way of case studies.5 To my knowledge, there are only a 
handful of studies which examine the causes of decentralization in a systematic and 
comparative manner. The results of these studies, however, are ambiguous and 
inconclusive. To give some examples: Treisman (2002 and 2006) finds no 
correlation between ethnic fragmentation and subnational authority whereas Oates 
(1972), Panizza (1999), Arzaghi and Henderson (2005) and Stegrescu (2005b) find a 
positive relationship. Panizza (1999), Treisman (2002 and 2006), Stegarescu 
(2005b) and Arzaghi and Henderson (2005) find a significant positive effect of area 
size on decentralization but Oates (1972) does not find a significant effect. 
Population size is found to have a positive significant effect on subnational authority 
by Oates (1972) and Arzaghi and Henderson (2005) but not by Treisman (2002 and 
2006), Panizza (1999) and Stegarescu (2005b).  
 
 
1.3  A postfunctionalist theory of regional government 
 
As discussed above, several variables have been linked to the extent of subnational 
authority. What is the relative explanatory power of these variables? According to 
the decentralization theorem the optimal level of regional authority is a result of the 
trade–off between heterogeneous preferences on the one hand and policy 
characteristics (i.e. externalities and scale effects) on the other hand. If it is true that 
governments are primarily concerned with the optimal provision of policies, it 
would be plausible to hypothesize that any variation in regional government is 
purely the result of policy characteristics and heterogeneous preferences (see chapter 
6). However, political scientists are the first ones to point out that jurisdictional 
design does not solely reflect functionality and heterogeneous preferences. 
Distributional and identity factors play a large role (Hooghe and Marks 2009a). 

To accommodate these critiques, I propose a postfunctional framework for 
understanding variation in regional government. The central claim of 
postfunctionalism is that jurisdictional design is best conceived as the outcome of 
identity and functional pressures, and to a lesser extent, distributional pressures 
(Hooghe and Marks 2009b). Hooghe and Marks start from the premise that 
governance has two entirely different purposes. On the one hand, governance is a 

                                                                                                                   
4 Next to the mentioned factors, colonial history (Treisman 2006; Arzaghi and Henderson 2005) and 
urbanization (Arzaghi and Henderson 2005; Stegarescu 2005b) are hypothesized to have an impact on 
decentralization. Urbanization seems to matter for decentralization in developing countries but not in the 
developed world (Arzaghi and Henderson 2005). Stegarescu (2005b) finds in his analysis of 23 OECD–
countries a significant negative relationship between urbanization and the degree of decentralization. 
However, the direction of the relationship is contrary to expectations. Empirical analyses on colonial 
history lead to ambiguous results. Depending on model specification, Stegarescu (2005b) finds a positive 
and a negative relationship between decentralization and countries with a legal system based on English 
common law. Furthermore, Treisman (2006) ascribes the larger extent of decentralization in former 
British colonies to a higher economic development for these countries.  
5 Smith (1995) and Amoretti and Bermeo (2004), for example, provide in depth case studies researching 
the relationship between decentralization and the presence and political mobilization of ethnic and 
regional minorities. The relationship between democratization, European Union accession and 
membership is analyzed in depth by, among others, Rose and Traut (2002) and Keating and Hughes 
(2003). Finally, contributions in Sharpe (1993a) provide several country studies which corroborate the 
relationship between functional characteristics of policies and the need for regional government whereas 
Alesina and Spolaore (2003) use formal analyses to demonstrate this relationship.  
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means to achieve collective benefits by coordinating human activity; on the other 
hand, governance is an expression of community. There is an inherent tension 
between these two purposes of governance as “the functional need for human 
cooperation rarely coincides with the territorial scope of community” (Hooghe and 
Marks 2009b: 2). The authors argue that once jurisdictional design is politicized, 
there is a greater chance that identity gains relevance over functional pressures. The 
politicization process is conceptualized as follows (Hooghe and Marks 2009b: 8): 

 
“The process begins … with a reform impetus arising from a mismatch between functional efficiency 
and jurisdictional form, leading to issue creation as political parties respond to public opinion and 
interest groups. Political parties frame arena choice–whether an issue enters the arena of mass politics or 
is contained in the interest group arena–but they are constrained by arena rules, the formal rules in a 
polity concerning arena choice (e.g. rules mandating or prohibiting referendums). Arena choice, in turn, 
shapes whether the conflict structure on the issue is biased towards identity or distribution.” (emphasis as 
original) 
 

Jurisdictional design does not need to be functionally efficient as a result of this 
politicization process. Functional pressures lead to the need for reform, the resulting 
jurisdictional design, however, may be biased towards distributional or identity 
pressures. Hooghe and Marks extend the argument by arguing that community and 
self–governance, expressed in public opinion and mobilized by political parties, lie 
at the heart of jurisdictional design (2009b: 23). They expect, therefore, that—to the 
extent that public opinion and political parties are involved—jurisdictional design is 
biased towards identity rather than towards distributional and functional pressures. 

Although Hooghe and Marks (2009b) developed their theory in the context of 
the European integration process and the development of the European Union, I 
argue here that the theory also applies to the regional level. First, the above 
mentioned factors affecting decentralization can be usefully categorized under the 
three rubrics of functional, distributional and identity pressures (see table 1.1). 
Second, the politicization process of jurisdictional reform at the European level can 
be analogously applied to regional reform (see figure 1.1).  

Functional pressures focus on the functional and economic characteristics of 
policies provided by government. Externalities and scale effects of policies can be 
filed under this rubric. Also, the empirical findings by Sharpe (1993b) who explains 
the rise of ‘meso–governments’ in part by the growth of the welfare state 
(government policy portfolio) falls under this rubric as well as the often found link 
between population and area size of a country and decentralization (Panizza 1999; 
Treisman 2002 and 2006; Stegarescu 2005a; Arzaghi and Henderson 2005).  

Distributional pressures focus on the political opportunity structure and 
economic benefits offered to regional actors. Democracy facilitates mobilization of 
heterogeneous preferences and enables regional and ethnic minorities to establish 
political parties whereas authoritative regimes and dictatorships stifle 
decentralization. Economic welfare also falls under this rubric as with increasing 
welfare it becomes affordable for governments to establish democratic institutions at 
lower tiers and/or citizens are enabled to participate in regional decision–making. 
Finally, the hypothesized influence of European Union membership and EU–
subsidies may be perceived as a distributional pressure. Regional actors are 
empowered and their decentralization demand is strengthened by the European 
integration process as barriers for trade are removed and money is directly allocated 
to regional actors by the European Union. 
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Table 1.1: Description and examples of functional, distributional and identity 
pressures on regional authority 

Functional Distributional Identity 

Focus on functional and 
economical characteristics of 

country size and policies 

Focus on the political 
opportunity structure and 

economic benefits offered to 
regional actors 

Focus on the autonomy 
demand of regional 

minorities based upon 
ethnicity, language, etc. 

Country size Democracy Ethnic heterogeneity 
Government policy portfolio Economic welfare Regional parties 

Externalities and scale effects European integration Heterogeneous preferences 

 
 

  Distributional 
pressures   

  �<  
Functional 
pressures �;  Regional reform �;  

  �:  

Allocation of 
authority across 
government tiers 

  Identity 
 pressures   

 
Figure 1.1: A postfunctional framework of regional government 

 
The final rubric, identity, focuses on regional and ethnic minorities and their 

autonomy demand. Regional heterogeneous preferences in general are also 
categorized here. These factors directly lead to a demand for decentralization and I 
hypothesize that the strength of this demand is a function of the extent to which 
regional and ethnic minorities and heterogeneous preferences are politically 
mobilized. 

If postfunctionalism applies to regional government, I expect to observe that, 
first, the degree of decentralization of authority should be a result of functional, 
identity and distributional pressures (figure 1.1). Second, to the extent that self–
governance is politicized, identity should have a greater impact on the extent of 
decentralization of authority than functional and distributional pressures.  

Next to the main claim that regional authority can be usefully analyzed in a 
postfunctionalist framework, I argue in this dissertation that the balance between 
identity and distributional pressures on the one hand, and functional pressures on the 
other, is time–dependent and policy–specific. In other words, I seek to understand 
when and where regional government is post–functional. 

The time–dependent effect is instigated by the observation of several authors 
that regionalization is a relatively recent trend (see chapter 5). Marks, Hooghe and 
Schakel (2008: 6) note that the “frozen institutional landscape following World War 
II” transformed “into a torrent of reform” in the 1970s. Mény and Wright (1985: 5) 
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also observed that the 1960s and 1970s “saw the introduction of many new 
institutional and financial arrangements”. It is therefore expected that until the 1970s 
regional jurisdictions were mainly determined by functionalist pressures. From the 
1970s onwards, the rise of regional ethnic nationalism led to an increased pressure to 
decentralize, and in the resulting politicization of regional government, the balance 
tipped over to identity pressures.  

The policy–specific argument (see chapter 8) examines how the particular 
characteristics of policies predispose governments to centralize or decentralize these 
policies. As stated above, economic theory posits that the size of a government is 
optimal when it is able to internalize externalities and reap the benefits arising from 
scale effects. So each policy should have its own optimal jurisdictional size. For 
example, defense is most efficiently handled by national government. It is very 
costly to decentralize defense since this would imply that each of the subnational 
jurisdictions would have to establish its own army. Scale effects can be achieved 
when defense is centralized since financial resources are pooled and more diverse 
weaponry may be bought. Also, defense is a good which benefits extend nation–
wide (Ter–Minassian 1997a). Conversely, primary education and kindergartens are 
better located at the local level. Nevertheless, the actual provision of policies often 
diverges in non–trivial ways from the predictions of economic theory. I make the 
argument that policies can be easily relocated to regional tiers when scale effects and 
externalities are low. In other words, I expect that identity and distributional 
pressures cannot override functional pressures when the economic costs of moving 
policies to the regional level are large but they are able to do so when economic 
costs are small.  

Second, I expect to find the greatest deviation from the pattern predicted by 
functional pressures with respect to social–cultural policies. It is reasonable to 
assume that the demand for self–governance should be strongest for social–cultural 
policies as these policies pertain directly to identity. Thus, identity pressures exert a 
stronger ‘pull’ on social–cultural policies than on other kind of policies.  
 
 
1.4  Research question, case selection and data 
 
This dissertation takes the form of a collection of six articles, which are motivated 
by two central research questions:  
 

�x How can we adequately measure variation in regional authority over 
time and across space? 

�x To what extent is variation in regional authority across time and space 
explicable in terms of functional, distributional and identity pressures? 

 
To probe variation in regional government structure one needs access to reliable 

and valid data. However, as I explain below, we lack indicators which probe 
regional authority and functional pressures in a satisfactory way. Developing 
measures and assessing their validity and reliability constitutes a major component 
of my research. I introduce two new measures, summarize them succinctly, which I 
then use to examine the sources of regional authority. 
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1.4.1  RAI: a new measure of regional authority 
 
There are several reasons why it appeared necessary to develop a new measurement 
of regional authority. First, most existing studies of decentralization use fiscal 
(de)centralization ratios based on spending or taxing powers, as a proxy for 
decentralization. However, it is risky to reduce regional authority to their spending 
and tax power. In chapter four, I show why fiscal indicators have limited validity as 
measures of the much broader concept of decentralization.  

Second, existing measures fail to capture he multifaceted character of 
decentralization; a fact that is widely recognized in the literature. Montero and 
Samuels (2004) and Schneider (2003) for example, distinguish between fiscal, 
political and administrative decentralization and Rodden (2004) identifies fiscal, 
policy and political decentralization. While there are numerous decentralization 
indices in the literature, each appears built on a subset of components (see Arzaghi 
and Henderson 2005; Brancati 2008; Hooghe and Marks 2001; Lane and Ersson 
1999; Lijphart 1999; Treisman 2002; Woldendorp, Keman and Budge 2002). It is 
not surprising that by using conceptually and empirically distinct measurements the 
literature finds contradictory results (see the examples given earlier). Because of 
these reasons large parts in this dissertation are devoted to measurement. 

To analyze regional authority over time, this dissertation introduces a Regional 
Authority Index (RAI) which is developed with Liesbet Hooghe and Gary Marks 
(see chapters 2 and 3 and appendices 3.1, 3.2 and 3.3). Regional government is 
defined by the RAI as the government of a coherent territorial entity situated 
between the local and national level with a capacity for authoritative decision 
making. In practice, this means that we measure the authority exercised by all levels 
of government below the national level with an average population greater than 
150,000. To appreciate the multifaceted characteristics of decentralization and 
authority, the RAI measures regional authority according to two dimensions, self–
rule and shared rule which are each measured by four indicators: institutional depth, 
policy scope, fiscal autonomy, representation for the former dimension, and law 
making, executive control, fiscal control and constitutional reform for the latter. We 
provide annual country and regional scores for the period 1950–2006 for 42 (semi–) 
democracies. The country scores account for multiple regional tiers and special 
autonomous and/or asymmetrical regions. This fine–grained measurement enables 
me to analyze the trade–off between functional, identity and distributional pressures 
over time.  
 
 
1.4.2 Expert survey: a new measure of functional policy allocation  
 
Given the centrality of functionality in extant theory as well as in my own theory, a 
good gauge of functionally desirable decentralization seemed imperative. Again, 
existing literature provides a useful guide but no panacea. Many studies control for 
functionality by introducing population size and area size as an independent variable 
into the model (Arzaghi and Henderson 2005; Oates 1972; Panizza 1999; Treisman 
2006). On the aggregate level one may expect a positive relationship between 
population and area size and the intensity of externalities and scale effects. Most 
policies are directed to or provided for people living in a circumscribed area. In 
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general, when the government policy portfolio remains constant, larger population 
and area size tend to coincide with more decentralization so that externalities are 
internalized and economies of scale are reaped. For example, higher education is 
often provided by the national government in small countries whereas it tend to be a 
state or provincial responsibility in larger countries (Ter–Minassian 1997b). 
However, externalities and scale effects have a propensity for being policy–specific 
and in order to effectively control for functionality one should measure functional 
characteristics at the policy level (see also Breuss and Eller 2004). For instance, one 
may argue that the scale effects and externalities of defense are such that it should be 
provided by the largest jurisdiction possible, preferably by a world government 
(Alesina and Spolaore 2003). Decentralization of defense policies is therefore not 
efficient in almost any case, and population size fails to be a good proxy for the 
functional need for decentralization of defense policies.  

There is another reason why functional characteristics should be measured at the 
policy level. Some evidence exists that policies are indeed allocated according to a 
functional logic (Swenden 2006; Ter–Minassian 1997a). These studies show, for 
example, that defense and foreign relations are almost always a competence of the 
central government, whereas a policy like sanitation is assigned to local 
governments. However, most other policies do not appear to be allocated according 
to their functional characteristics. For instance, in the area of education the most 
frequent pattern is the assignment of responsibility for the primary and secondary 
levels to local governments and for the postsecondary level to the national or 
regional governments. In a number of unitary states, however, education at all levels 
remains a central government responsibility (Ter–Minassian 1997a). For these 
policies the question remains whether their degree of decentralization is a result of 
varying local preferences or functionality.  

The measure I propose to measure externalities and scale effects at the policy 
level is drawn from an expert survey conducted together with Liesbet Hooghe and 
Gary Marks in 2006 (see appendix 6.1). We asked thirty–six experts in public 
administration, public policy and economics to indicate for thirty–four policies 
which level (or levels) of government (or jurisdiction) is best placed to provide a 
certain policy. The experts were instructed to consider scale effects and externalities 
only. In a next step, I then combine these data from the expert survey with data on 
the actual policy provision by local, regional and national governments in 40 West, 
Central and Eastern European countries and some former Russian Republics (see 
appendix 6.2). These data were extracted from combining country studies on the 
structure and operation of local and regional democracy performed by the Council of 
Europe and The Local Government and Public Service Reform Initiative in the 
period 1996–2001. The country studies provide information on policy provision for 
the same 34 policies we used in our expert survey. This dataset enables me to 
compare the actual with the functionally desirable distribution of authority, and to 
analyze the trade–off between functional, identity and distributional pressures at the 
policy–level. 
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1.5  Method and approach 
 
The first part of the dissertation (chapters 2–5) introduces and validates the RAI and 
employs the RAI as a dependent variable. This dataset measures regional authority 
in 42 democracies or quasi–democracies on an annual basis over the period 1950 to 
2006. It includes 29 OECD countries, the 27 countries that are members of the 
European Union (20 of these are members of the OECD), plus Albania, Bosnia and 
Herzegovina, Croatia, Macedonia, Russia, and Serbia and Montenegro. Since cross–
sectional (countries) and time–series (years) data are pooled in this dataset, a Beck 
and Katz’s (1995) framework is applied. Their technique uses ordinary least squares 
(OLS) with panel corrected standard errors (PCSEs) and allows correcting for 
autocorrelation.  

The second part of the dissertation (chapters 6 and 7) analyzes a policy 
provision dataset which combines data on actual provision of policies by 
government tiers with the expected policy provision allocation (i.e. expected by 
economic theory). The different possible combinations of policy provision by 
government tiers are nominal categories. The dependent variable does not provide 
exact information on the extent of decentralization because it is not possible to 
discern the precise division of tasks between tiers. For example, when a policy is 
performed at both the local as well as the regional level one does not know whether 
the division of tasks between government levels is 30–70% or 70–30%, etc. What 
one can say, however, is that when the national (N), regional (R) and local (L) tier 
co–provide the policy (i.e. a NRL, NR, or NL combination) the country is 
considered to be more decentralized than when the national government provides the 
policy on its own (i.e. N). Similarly, when a regional and local level co–provide a 
policy (i.e. a RL combination) the country is considered to be more decentralized 
than a country where the regional tier provides the policy on its own (i.e. R). This 
characteristic of the dependent variable makes multinomial logit regression analysis 
an appropriate analytical technique. In this type of analysis, probabilities that a 
policy is provided by a (combination of) government tier(s) can be calculated 
without assuming that there is a rank–order between the different categories.  

The policy provision dataset contains 40 countries (16 West–European, 15 
Central and Eastern European and 9 Caucasian republics) and 34 policies. As 
policies are nested within countries, clustered corrected standard errors are 
calculated. Table 1.2 provides an overview of the hypotheses, data and research 
method of the dissertation.  

Several characteristics of the research design contribute to probing the internal 
and external validity of the findings. First, I test whether the argument stands up 
when using diverse measures of the dependent variable. In the first part of the thesis, 
the measure is primarily political decentralization whereas the second part of the 
thesis uses a measure of administrative decentralization. Both types of 
decentralization constitute extreme forms on a continuum of decentralization. On the 
one end there is formal fiscal and political autonomy of subnational authorities6; on 
the other end there is administrative decentralization which comprises the

                                                 
6 Formal authority is authority exercised in relation to explicit rules, usually, but not necessarily, written 
in constitutions and in legislation. Authority is legitimate power—power recognized as binding because it 
is derived from accepted principles of governance. 
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Table 1.2: Overview of the hypotheses, data and research method of the 
dissertation 
  Part I: Regional Authority Part II: Regional Policy Provision 

Main hypothesis Authority endowed to regional 
government is a result of functional, 
identity and distributional pressures 

Allocation of policies to regional 
government is a result of functional, 
identity and distributional pressures 

Secondary 
hypothesis 

In recent decades regional authority is 
increasingly subject to identity and 

distributional pressures and less so to 
functional pressures due to the 

politicization of minority nationalisms 

Policy provisions tasks tend to be 
allocated to regional government when 

identity and distributional pressures 
increase as not all policies are equally 

susceptible to functional pressures 

Data  Regional Authority Index Policy Provision Dataset 

 Countries 42 countries 40 countries 

 Time Yearly scores: 1950–2006 One year in 1996–2000 

 Case Country*year (N = 1645) Country*policy (N = 1311) 

Research method OLS (PCSE) Multinominal logit 

Chapters 2–5 6–7 

 
administration and delivery of policies such as education, health, social welfare, or 
housing. Administrative decentralization may entail subnational decision–making 
authority but this is not a necessary condition since administration and provision of 
policies may be subject to strict central government guidelines. This dissertation 
investigates the applicability of a postfunctionalist framework for both forms of 
decentralization. 

Second, I examine the argument for different sets of countries. Thirty–three 
European countries are common to both parts of the dissertation: Albania, Austria, 
Belgium, Bosnia and Herzegovina, Bulgaria, Croatia, Cyprus, Czech Republic, 
Denmark, Estonia, France, Greece, Hungary, Iceland, Latvia, Lithuania, 
Luxembourg, Macedonia, Malta, the Netherlands, Norway, Poland, Portugal, 
Romania, Russian Federation, Serbia and Montenegro, Slovakia, Slovenia, Spain, 
Sweden, Switzerland and Turkey. The first part, but not the second part, includes, in 
addition, the following OECD–countries: Australia, Canada, Germany, Ireland, 
Italy, Japan, New Zealand, United Kingdom, and the United States. In the second 
part, the core of thirty–three countries is enlarged with seven Caucasian republics: 
Armenia, Azerbaijan, Belarus, Kazakhstan, Moldova, Ukraine and Uzbekistan. The 
first part focuses on democracies whereas the second part also includes non–
democracies. These differences allow me to subject the theory of postfunctionalism 
(and the policy–specific hypotheses) to rigorous tests under a variety of national 
circumstances. 

Third, I also vary operationalization of the key independent variables. Table 1.3 
provides an overview of how the three forces of functionality, distribution and 
identity are operationalized. More details are provided in the chapters.  
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Table 1.3: Operationalization and sources of the independent variables 

Independent Variable Operationalization Sources Part 
dissertation 

Functional    

Population size Natural logarithm of the number Heston, Summers I 
 of people in thousands and Aten (2006)  

Area size Natural logarithm of area size U.S. Census  I 
 in square kilometers Bureau (2007)  

Government policy  Government share as a  Heston, Summers I 
portfolio percentage of (real) GDP and Aten (2006)  

Externalities and  Probability that a tier should  Appendix 6.1 II 
scale effects have a role according to experts   

Ceiling effect Sum of the probabilities given by Appendix 6.1 II 
 the experts to jurisdictions which   
 are above the countries national    
 tier   

Multilevel Total number of placed X’s by the Appendix 6.1 II 
 experts per policy   

Identity    

Ethnic fragmentation The probability that two randomly  Fearon (2003) and I and II 
 selected individuals belong to a Annett (2001)  
 different ethnic group   

Strength of ethnoregional  Percentage of seats for the  Appendix 5.1 I and II 
parties ethnoregional parties in the lower    
 chamber of parliament   

Distributional    

Democracy    
Duration of democratic  Duration variable from the Polity  Marshall and  I 
regime IV project which measures the Jaggers (2004)  
 number of years since the last   
 regime change   

Polyarchy Combined Polity IV Score Marshall and  II 
  Jaggers (2004)  

Democratic openness Vanhanen overall index Vanhanen (2000) I and II 

European integration    
EU–membership Dichotomous variable whether the Dinan (2005) I and II 
 country was a member of the EU   
EU–subsidies Average receipt of regional funds  Ederveen, De Groot I and II 
 as fraction of GDP and Nahuis (2006)  

Economic development    
Economic affluence Log GDP (real) per capita Heston, Summers I and II 
  and Aten (2006)  
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Fourth, I examine the veracity of the argument across different levels of 
analysis. The first part of the dissertation focuses on the regional tier only whereas 
the second part of the dissertation includes also the national and local tiers in the 
analysis. An analysis on regional authority over time reveals that regional authority 
has increased since the 1950s (see chapter 5). A question which then naturally arises 
is where this authority comes from when regional governments gain in authority. An 
analysis on the policy provision dataset reveals clearly that both the national and 
local tiers lose authority to the regional level as a result of increasing identity and 
distributional pressures. This result strongly corroborates the finding of the first part 
of the dissertation. 

Fifth and finally, the second part of the dissertation uses actually two 
datasets�Šone containing three–tier and one containing two–tier countries�Šwhich 
provide a duplicate test of postfunctionalism as well as the policy–specific effect. As 
the analyses for both datasets point into the same direction, i.e. decentralization of 
policy provision to subnational tiers as a result of increasing identity and 
distributional pressures, the duplicate test adds further evidence to the conclusions. 
 
 
1.6  Structure and main findings of the dissertation 
 
As mentioned above, the dissertation is structured in two parts. The first part 
(chapters 2–5) focuses on regional authority whereas the second part (chapters 6–7) 
uses policy provision as the main dependent variable. Chapters 2 through 4 develop 
a measure of regional authority in 42 countries for the period 1950–2006; these 
chapters were published in a special issue of Regional and Federal Studies which is 
co–authored and co–edited with Liesbet Hooghe and Gary Marks (Hooghe, Marks, 
and Schakel 2008). Chapter 5 explores cross–sectional and temporal variation in 
regional authority and proposes a postfunctionalist framework for understanding 
regional government. The second part of the dissertation begins with the 
introduction of the policy provision dataset in chapter 6. Chapter 6 explores 
variation in policy provision patterns. Chapter 7 applies the postfunctionalist 
framework to understand these patterns. I will now discuss the main results and 
findings of the chapters.  

Chapter 2 sets out a conceptual basis for measuring regional authority and 
engages measurement issues. Existing measures have some serious limitations. They 
often compress the multilevel structure of government into a 
centralization/decentralization or federal/non–federal dichotomy. Other measures are 
time–insensitive: they provide just one score or when they provide yearly scores, the 
measures are too general to detect much change. A regional government is defined 
as the government of a coherent territorial entity situated between local and national 
levels with a capacity for authoritative decision making. Regional authority is 
disaggregated in eight dimensions. A principal components analysis reveals that the 
dimensions hang together in two domains: self–rule and shared rule. The index 
appears to be robust across alternative weights for self–rule and shared rule. In 
addition, the index may be permissibly employed as an ordinal and interval variable. 

Chapter 3 sets out a coding scheme for regional authority in 42 developed 
countries for the period 1950–2006. The chapter explicates coding rules, discusses 
ambiguities of interpretation, and explains how particular regions are coded. 
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Detailed country profiles are presented in appendix 3.1, country and regional scores 
in appendix 3.2, and key primary and secondary sources in appendix 3.3. 

In chapter 4, I validate the Regional Authority Index against seven widely used 
decentralization indices. A principal axis analysis reveals a common structure. I then 
go on to explore further sources of disagreement, and find that disagreement stems 
from the fact that the RAI distinguishes between local and regional authorities, and 
is better equipped to capture variation among federal countries as well between 
federal and non–federal countries. Also, the measures diverge on countries that have 
recently regionalized and/or have regions with asymmetrical arrangements.  

The second part of this chapter discusses content validity of fiscal indicators. I 
show that fiscal indicators fail to capture the extent of decision–making power that 
regional governments have and do not differentiate between decision–making and 
implementation. Fiscal indicators also do not necessarily measure well differences in 
implementation authority.  

The RAI dataset is then put to work in chapter 5. This chapter explores variation 
in regional authority across time and space and I demonstrate two conditional 
effects. First, a threshold effect, which means that countries blow a certain 
population size (3 million) find it too costly to set up a regional tier between the 
local and national level.  

Second, a federalism effect whereby regionalization is limited in federal 
countries by a functional upper bound and an institutional lower bound. The upper 
bound refers to the fact that federal countries exhibit high regional authority scores, 
and so there is less room for more increases. The lower bound occurs when regions 
have power sharing on constitutional change so that they can block adjustment 
downward. Constitutionally entrenched regions are not likely to accept large net 
losses in authority.  

Finally, this chapter finds a time dependent effect. While in the early postwar 
years, levels of regional authority seemed broadly consistent with a functional 
rationale, the force of identity and distributional pressures seems to have increased 
in recent decades. These findings nicely fit a postfunctionalist interpretation of 
jurisdictional design.  

The second part of the dissertation focuses on policy variation in 
decentralization. Chapter 6 introduces a policy provision dataset. This dataset 
combines an expert survey (appendix 6.1) and country studies (appendix 6.2) on 34 
policies. I test the ‘decentralization theorem’ which explains decentralization as a 
trade–off between, heterogeneous preferences, on the one hand, and, inter–
jurisdictional spillovers (externalities) and economies of scale, on the other hand. 
The chapter presents evidence that policy provision is indeed a result of this trade–
off, but it highlights also other country–specific factors such as democracy, 
economic development and European integration.  

Chapter 7 applies the postfunctionalist framework for understanding variation in 
the allocation of policy provision tasks across government tiers. Postfunctionalism 
expects that identity pressures should have a greater impact on social–cultural 
policies than other kinds of policies. At the same time, policies with transparent 
scale effects and externalities should be most affected by functional pressures and 
less by identity. The results reported in chapter 7 corroborate these expectations.  
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1.7  Contribution of the dissertation 
 
The purpose of this dissertation is to contribute to the theory and measurement of 
regional government.  

The major theoretical contribution is to explain regional authority. Most 
empirical research is characterized by investigating the influence of several 
independent variables on decentralization using a cross–sectional database. Such 
analyses are blind to temporal variation. I show that cross–sectional and temporal 
variation in regional authority and multi–level policy provision can be usefully 
understood and explored in a postfunctional framework. By placing the diverse 
independent variables under the three rubrics of functional, distributional and 
identity pressures and conceiving decentralization as a result of a trade–off between 
the different pressures, this dissertation tries to develop an overall model for 
explaining regional authority.  

The second contribution is the development of two new measurements on 
decentralization. First, the RAI provides a detailed and robust measurement of 
regional authority along eight dimensions in a significant amount of countries over a 
long time span. This measure will enable other students of decentralization to 
subject their theoretical arguments to more robust tests. Most empirical studies use 
quite sophisticated, often direct, measures for the phenomena that are said to be 
affected by government structure (e.g. conflict, participation, government spending), 
but rudimentary, often indirect, measures for government structure itself. For 
example, Castles (1999) and Lane and Ersson (2000) employ a dichotomous 
federalism variable and Treisman (2006) disaggregates decentralization into several 
dichotomous variables. The veto points literature usually relies on simple measures 
of federalism or decentralization. See, for example, Schmidt (2002), who includes a 
four–category evaluation of decentralization in his index.  

Second, the policy provision dataset not only provides a new measurement on 
administrative decentralization but also introduces for the first time a measurement 
on externalities and scale effects and their intensity at the policy level for a number 
of policies. To my knowledge, previous studies attempting to measure externalities 
do not focus on the question which level of government should provide a policy 
according to the functional characteristics of policies. For example, Dear, Fincher 
and Curie (1977) used psychometric methods to measure intangible external effects 
as perceived by citizens of public programs such as locational decisions of a landfill 
or mental health facility. Another study (Weigher and Zerbst 1973) measured 
externalities of neighborhood parks by comparing house prices of houses adjacent to 
a park with houses one block away from the park to determine whether public 
provision of these parks is economically justified. Price differentials are often used 
to quantify externalities (e.g. Le Goffe 2000; Irwin and Bockstael 2001; Eshet, 
Baron, Shechter and Ayalon 2007) but these studies do not investigate the scale�Šin 
area and population size�Šat which externalities occur.  
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1.8  Avenues for further research 
 
To conclude this introductory chapter, let me chart some avenues for further 
research. A first angle for further research would be to probe more the causal 
relationships between the three types of pressures and regional reform. This 
dissertation lays the groundwork by establishing an association between functional, 
identity and distributional pressures and regional authority and regional policy 
provision. But association does not necessarily mean causation. For example, I find 
in chapter 5 that increased identity pressures (e.g. in the form of the presence of 
regional parties) are correlated with regional authority, but how does the causality 
run? Does decentralization lead to denationalization of the party system (Chhibber 
and Kollman 2004) and increasing regional party strength (Brancati 2008) or the 
other way around (Swenden and Maddens 2009)? By adding party system variables 
to the RAI database one could explore more precisely the causal relationships 
between identity pressures and regional reform. 

Another important avenue for further research and related to the previous point 
is to explore the interactions between functional, distributional and identity pressures 
and regional reform. For example, Van Houten (2001) finds that economically rich 
regions are more assertive in their demands for autonomy (see also chapter 5). He 
finds that the regional share of national GDP is positively related to higher levels of 
assertiveness and he interprets this measure as an indicator of the bargaining power 
of a region vis–à–vis the national state. If this bargaining power is large, it is more 
likely that political entrepreneurs will be able to mobilize voters by arguing that 
autonomy demands will lead to concessions from the centre (Fearon and Van 
Houten 1998). An analogous argument is used for globalization and European 
integration which may strengthen the autonomist demands of regional actors 
(Keating 2001; Jolly 2006; chapter 5 and 6). Distributional pressures may lead to a 
favorable opportunity structure for regional actors but may not lead directly to more 
regional authority. The precise interaction between distributional and identity 
pressures is awaiting further research. 

A third promising line of further research is to investigate the conditions under 
which governments deconcentrate or decentralize policy provision. Deconcentration 
refers to the situation in which central governments employ field agents located in 
lower tier jurisdictions to implement policies. With deconcentration, lower tier 
agents are appointed by and subordinate to the central government and they do not 
have any real independent decision–making authority as opposed to decentralization. 
As Treisman (2007) points out, there are no compelling reasons to think that 
decentralization is necessary for accommodating identity pressures as similar results 
can be achieved with deconcentration. As is shown in chapters 5 and 6, democracy 
is positively correlated with regional authority and decentralized policy provision 
but, in theory, democracies can be as centralized as authoritarian regimes even in the 
presence of regional minorities. A question which remains is why central 
governments choose to decentralize authority? An answer may relate to the 
interaction between distributional and identity pressures. Democracy may act as a 
necessary but not sufficient condition for decentralization. Democracy enables 
regional actors to pursue their autonomist demands whereas such demand may be 
blocked in dictatorships out of fear that it would provide opponents with an 
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alternative power base (Marks, Hooghe and Schakel 2008). An empirical test of this 
hypothesis requires that authoritarian regimes be included in the RAI dataset.  

Another suggestion for further research is to look into the question when 
governments decide to establish special–purpose governments to provide specific 
policies instead of assigning the policy to existing general–purpose governments. 
Some countries make extensive use of special–purpose districts such as ‘school 
districts’ in the United States and ‘water boards’ in the Netherlands. These tiers also 
vary heavily in their authoritative capacities but more interestingly is the question 
why these districts have been established for particular policies. Specific–purpose 
jurisdictions are characterized by functional specificity in order to avoid externalities 
among jurisdictions. All significant costs and benefits are internalized and its 
institutional design—the scope of a jurisdiction, its mode of decision making, 
adjudication, and implementation—is adapted to particular policy problems (Hooghe 
and Marks 2003; Hooghe and Marks 2009a). Is their jurisdictional design primarily 
a result of functional pressures�Šas current theory would have it�Šor do identity and 
distributional pressures also play a role?  

A final suggestion for further research concerns the applicability of 
postfunctionalism to the jurisdictional design below the regional level. 
Postfunctionalism originates from the field of European politics where Hooghe and 
Marks (2009b) developed their theory to explain public contestation of European 
integration. This dissertation applies their theory as a framework to the subnational 
level but in particular to the regional level. It would be interesting to see in how far 
the postfunctionalist framework holds up for the local level. In how far do identity 
pressures lead to more municipal authority? It might be that when ethnic minorities 
are dispersed across several regional jurisdictions but concentrated in local 
jurisdictions that these minorities strive for more local autonomy instead of regional 
autonomy. Also, it might be the case that economically affluent municipalities 
obtain more autonomy. This might be exemplified by the fact that many capitals and 
large metropolitan areas have special arrangements which endow these governments 
with more authority than their counterparts. But functional pressures probably also 
play a role as capitals and large metropolitan areas are often economically affluent 
as well as very populous. Furthermore, many local authorities are organized at the 
European level to lobby for direct funding which might have beneficial effects for 
the bargaining position vis–à–vis the national government. In other words, the 
postfunctionalist framework proposed in this dissertation could be useful to 
understand the dynamics of local autonomy.  

 
 
 



Part I  Regional Authority 
 
 
 

Chapter 2 
 
 
 
 

Measuring Regional Authority 
 

 
 
 

Co–authored with: Gary Marks and Liesbet Hooghe 
 
 
 
 

Abstract 
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2  Measuring Regional Authority  
 
 
Mathematical statistics is concerned with the connection between inference and data. Measurement 
theory is concerned with the connection between data and reality. Both statistical theory and 
measurement theory are necessary to make inferences about reality.  
Warren S. Sarle (1997) (ftp://ftp.sas.com/pub/neural/measurement.html) 

 
 

2.1  Introduction 
 
The structure of government, that is, the allocation of authority across general 
purpose jurisdictions, is perceived to affect political participation, accountability, 
ethnic and territorial conflict, policy innovation, corruption, government spending, 
democratic stability, and the incidence of human rights abuse. It has proved easier to 
formulate hypotheses concerning these and other effects of government structure 
than to test their validity. Most empirical studies use quite sophisticated, often 
direct, measures for the phenomena that are said to be affected by government 
structure (e.g. conflict, participation, government spending), but rudimentary, often 
indirect, measures for government structure itself.  

The most refined data on government structure are financial data provided by 
the Organization for Economic Cooperation and Development. These data have been 
used to good effect, but they do not allow one to distinguish among levels of 
subnational government. Moreover, it is not clear whether or to what extent the 
authority of an institution is correlated with the amount of money it spends or raises. 
In several countries, as we discuss below, the central state tells subnational 
governments not just how much they can spend, but on what they must spend it. 
Alongside these data are direct, but relatively crude, measures of the number of 
subnational levels, and categorizations of, for example, federal versus non–federal 
systems, whether or not subnational governments have residual powers, whether or 
not the central state can veto subnational decisions, whether or not subnational 
executives are elected, and whether or not subnational governments have revenue–
raising authority.1  

These measures have some serious limitations. They compress regional and 
local architecture into a centralization/decentralization dichotomy. Such measures 
tap the extent to which the national state monopolizes authority, but they do not tell 
us how government below the national level is structured. They conceive 
government within countries in unidimensional terms as the ‘other’, the ‘not central 
state’. Centralization/decentralization measures, no matter how accurate, are ill–
suited for inquiry into the scale and structure of government below the national state.  

Existing measures focus on the fundamental distinction between federal and 
non–federal countries, but are insensitive to variation among federal countries or 

                                                 
1 For example, Castles (1999) and Lane and Ersson (2000) employ a dichotomous federalism variable. 
Treisman (2006) disaggregates decentralization into several dichotomous variables. The veto points 
literature usually relies on simple measures of federalism or decentralization. See e.g. Schmidt (2002), 
who includes a four–category evaluation of decentralization in his index. 
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among non–federal countries (Rodden, 2004).2 As a consequence, such measures are 
biased against temporal variation. Most measures estimate a constant for each 
country over the post–World War II period, or where they score countries over time, 
they detect little change.3 This has not stopped social scientists from hypothesizing 
sources and consequences of institutional change, but it has meant that hypotheses 
about change have been evaluated against data for different countries at one point in 
time.4 

Our interest in the topic springs from a desire to know more about how 
governments are structured. At no time in recorded history has a single set of units 
monopolized authority on earth. Large units—empires and states—have always been 
several jurisdictional layers deep and most medium and even small units have not 
been uni–level. The resulting pattern is far from uniform. There appears to be 
massive variation—over historical time and cross–sectionally—in the shape of 
government.  

How might one conceive such variation? Individuals are encompassed in 
multiple jurisdictions operating at diverse territorial scales from the local to the 
global. Only in rare cases do borders intersect, so it makes sense to speak of levels 
or tiers. Government, that is, the exercise of legitimate authority, is structured across 
multiple levels of non–intersecting jurisdictions. The number of such levels for most 
people living today is between three and six, of which between one and four exist 
within their national state. All have one or two levels of local government, and one, 
two, or three levels of intermediate or regional government below the national level.  

Why this structure? Why have what appears to be a convoluted pattern of 
jurisdictions instead of a simpler set–up, the centralized national state? How does the 
territorial structure of government vary across time and place, and how might one 
generalize about it? These are fundamental and difficult questions that lie at the 
heart of a science of politics, and which have been taken up by political 
philosophers, including Aristotle, Rousseau, and Althusius, and political scientists, 
such as Karl Deutsch and Robert Dahl. 

The purpose of this and the following chapter is to measure the authority of 
intermediate or regional governments in 42 democracies or quasi–democracies on an 
annual basis over the period 1950 to 2006. We include 29 OECD countries, the 27 
countries that are members of the European Union (20 of these are members of the 
OECD), plus Albania, Bosnia and Herzegovina, Croatia, Macedonia, Russia, and 
Serbia and Montenegro.   

                                                 
2 Rodden (2004: 482) notes that, “distinctions between various shades of decentralization and federalism 
have not been taken seriously. Questions about the design, content, and form of decentralization are 
glossed over not because the theories and hypotheses of interest are undifferentiated, but because more 
refined data are difficult to collect. The bluntness of these measures is often acknowledged but defended 
as the cost of achieving a large enough sample to make reliable inferences.  .  .  . But do the favored 
indicators of decentralization actually measure the concepts addressed in the relevant theories?” 
3 Brancati’s measure (2006) scores eight countries for 1985 to 2000, Arzaghi/Henderson’s measure 
(2005) has eight time points, and Hooghe/Marks’ measure (2001) has four decade–interval time points. 
4 The most comprehensive quantitative survey to date of the consequences of government structure notes 
that “as there is little variation over time in governance indicators .  .  . panel regressions are 
inappropriate: valid inferences are only available from the sample’s cross–section variation” (Inman 
2008: 15). Numerous country studies, however, detail considerable variation in government structure over 
time and suggest that the appearance of stability across time reflects the imprecision with which the 
phenomenon has been measured. 
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This chapter sets out our method. In the next section we define our unit of 
analysis, the region, and conceptualize authority as having two domains—self–rule 
and shared rule—which we disaggregate along eight dimensions. We detail how we 
operationalize these dimensions in the chapter which follows, and in appendix 3.2 
we provide tables with scores for regional levels and for regional levels aggregated 
by country. In the final section of this chapter we explore the robustness of our 
measure across alternative scoring systems.  

We devote much effort in laying all of this bare before the reader because we 
wish to maximize the possibility that errors in our measurement may be detected and 
corrected. This is all the more important because until our observations are 
replicated by others, we cannot estimate their reliability. To what extent would a 
second, third, or nth expert arrive at scores similar to the ones we present here? We 
cannot answer this question. What we can do, however, is compare our observations 
with those in existing datasets, while making our coding explicit so that others may 
replicate, amend, or refute our decisions (Marks 2007).5 

 
 

2.2  Region as a unit of analysis 
 
The region is a rubbery concept stretching above and below the national state. Our 
focus here is on subnational regions, but there is no generally accepted definition 
that will produce a set of homogenous units for cross–national comparison. Our 
immediate task then is to conceptualize the region in a way that meets, as far as 
possible, normal linguistic usage while providing the researcher with a meaningful 
and unambiguous unit of analysis.  

First, a region refers to a given territory having a single, continuous, and non–
intersecting boundary.  

Second, subnational regions are intermediate between local and national 
governments.  

Third, a regional government is a set of legislative and executive institutions 
responsible for authoritative decision making.  

For our purposes, then, a regional government is the government of a coherent 
territorial entity situated between the local and national levels which has a capacity 
for authoritative decision making. 

This definition is a minimal one. It says nothing about the region as an 
economic, social, or cultural entity. Nor does it encompass possible sources of 
regional authority, such as regional mobilization, regional identity, or the degree of 
centralization or decentralization among political parties. We wish to facilitate 

                                                 
5 Even if we had conventional statistical measures of reliability or of validity, it would be worthwhile to 
specify our measurement procedures as precisely as possible. All observations are, as Wittgenstein 
argues, theoretically impregnated. The implication, as Lakatos recognizes, is that facts do not stand in 
relation to scientific theories as judges to the accused, but are themselves cross–examined, or otherwise 
‘put in the dock’. In principle, as Wittgenstein and Lakatos agree, all measurements are questionable, but, 
as Adcock and Collier (2001: 531) note, some measurements are more questionable than others: “At one 
extreme are concepts such as triangle, which are routinely understood in terms of a single conceptual 
systematization; at the other extreme are ‘contested concepts,’ such as democracy”. The measurements 
undertaken here fall under the ‘democracy’ category. 
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empirical analysis of the causal relationships between these and regional authority, 
and so we seek to disentangle regional authority from its hypothesized sources.  

Then there is the vexed issue of the possible existence of more than one level of 
regional government in a country. Local governments and national governments 
define extremes within which there may be more than one intermediate level. How 
does one determine which level is the regional? In previous work, Hooghe and 
Marks measured the authority of the principal regional level (2001). But this is 
problematic, for they underestimated regional authority in countries where there are 
two or more regional levels. So we now measure the authority exercised by all levels 
of government below the national level with an average population greater than 
150,000.6  
 
 
2.3  Authority 
 
We wish to measure the extent to which a regional government exercises formal 
authority. Here standard political science definitions serve our purpose well (Dahl 
1968).  
 

�x By formal authority we mean authority exercised in relation to explicit 
rules, usually, but not necessarily, written in constitutions and in 
legislation.  

�x By authority we mean legitimate power, that is, power recognized as 
binding because it is derived from accepted principles of governance. 

�x By power we mean the ability of A to get B to do something that B would 
not otherwise do.  

 
The distinctions here are important, for the power exercised by a regional 

government may be different from its formal authority. Formal authority is only one 
ingredient in the ability of a regional government to exert power, i.e. to get its way 
in the face of opposition. To evaluate formal authority, one must delve into the rules 
of the political game, and hence into constitutions, special statutes, and in some 
cases, established norms. But a valid measure of formal authority would not tell us 
how much power a regional government was able to exert. To do this, one would 
also have to take into account party structure, partisanship, regional and national 
leadership, public opinion, and much else besides.  

Authority, like power, is elliptical. A regional government has, with respect to 
some territorial jurisdiction (A), some degree of authority (B) over certain actions 
(C). We need therefore to specify the territory over which a regional government 
exercises authority (A); the depth of that authority (B); and the spheres of action 
over which it exercises authority (C).  

With respect to territorial scope of authority (A), a regional government may 
exercise authority in its regional jurisdiction or it may do so in the country as a 
whole. This is the distinction between self–rule and shared rule, coined by Daniel 

                                                 
6 150,000 is the dividing line between regional and local government in the nomenclature d'unités 
territoriales statistiques, which is a geocode standard for referencing the administrative divisions of 
countries for statistical purposes.  
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Elazar (1987) and used widely in the study of federalism, decentralization, and 
subnational authority (Braun 2000b; Page and Goldsmith 1987; Rodden 2004; Watts 
1999). The expression of authority in self–rule is fundamentally different from that 
in shared rule, and this distinction provides the frame for the index.  

With respect to depth of authority (B), a regional government normally exerts 
authority in conjunction with the central government, whether in the region or in the 
country as a whole. One needs therefore to estimate the degree to which a regional 
government has an independent legislature and executive, the conditions under 
which it can act unilaterally, and its capacity to rule when opposed by the central 
state.  

With respect to spheres of action (C), a regional government will have authority 
over some set of policies, among which taxation and constitutional reform are 
especially important.  
 
 
2.4  Dimensions of regional authority 
 
These conceptual distinctions allow us to disaggregate regional authority into a set 
of dimensions for self–rule and shared rule. Table 2.1 sets out four dimensions 
which summarize regional authority in the region itself and four dimensions which 
summarize regional authority in the country as a whole. Self–rule depends on the 
independence of a regional government from central domination and the scope of 
regional decision making. Accordingly, we operationalize self–rule as the extent to 
which a regional government has an independent executive, the scope of its policy 
competencies, its capacity to tax, and the extent to which it has an independent 
legislature. Shared rule depends on the capacity of a regional government to shape 
central decision making. We disaggregate central decision making across four areas: 
normal legislation, executive policy, taxation, and constitutional reform.  

These dimensions are answers to the question: How might one disaggregate the 
abstract quality, regional authority, so that one might measure it against observable 
variation among regions in a wide range of developed societies? On the one hand, 
we seek to encompass what we mean by regional authority; on the other, we seek to 
disaggregate the concept into pieces that can be independently assessed. We wish to 
represent an abstract concept by dimensions that are meaningful, simple (i.e. uni–
dimensional), and observable.  

The Cronbach’s alpha across the eight dimensions for 42 counties in 2006 is 
0.94 which suggests that the dimensions can be interpreted as indicators of a single 
latent construct.7 While the dimensions are conceptualized as distinct ingredients of 
authority, principal components analysis reveals that they hang together in two 
domains, self–rule and shared rule, and that these domains are strongly associated 
with each other (Pearson’s r = 0.64; table 2.2). 

 
 
 
 

                                                 
7 The Cronbach’s alpha is 0.93 for the 21 countries that we measure in 1950, and is also 0.93 for the same 
countries in 2006. 
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Table 2.1: Dimensions of regional authority 

SELF–RULE The authority exercised by a regional government over those 
who live in its territory. 

Institutional depth The extent to which a regional government is autonomous 
rather than deconcentrated. 

0�î3 

Policy scope The range of policies for which a regional government is 
responsible. 

0�î4 

Fiscal autonomy The extent to which a regional government can independently 
tax its population. 

0�î4 

Representation The extent to which a regional government is endowed with an 
independent legislature and executive. 

0�î4 

SHARED RULE The authority exercised by a regional government or its 
representatives in the country as a whole. 

Law making The extent to which regional representatives co–determine 
national legislation. 

0�î2 

Executive control The extent to which a regional government co–determines 
national policy in intergovernmental meetings. 

0�î2 

Fiscal control The extent to which regional representatives co–determine the 
distribution of national tax revenues. 

0�î2 

Constitutional 
reform 

The extent to which regional representatives co–determine 
constitutional change. 

0�î3 

 
 

2.5  Levels of measurement 
 
Measurement level is not a fixed attribute of a particular dataset, but depends on the 
purpose to which it is put. The measurement instrument described here can be used  
 

�x as an ordinal measure of regional authority; 
�x as an interval measure of regional authority; 
�x as an absolute measure of institutional reform. 
 
Authority, like most concepts in political science, has no natural unit of 

measurement. While we conceive authority as an interval variable, we measure it by 
rank. If one were to limit inference to permissible transformations, i.e. 
transformations that do not alter the meaning of the measurements, one would be 
able to make inferences about more or less authority on each dimension while 
refraining from inferences about relative amounts of authority within or across the 
dimensions (Stevens 1946).  
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Table 2.2: Factor analysis of regional authority 

Components Single–factor solution 
 

Two–factor solution: 
Self–rule    Shared rule 

Institutional depth .89 .96 .62 
Policy scope .92 .96 .70 
Fiscal autonomy .87 .85 .71 
Representation .83 .96 .53 
Law making .85 .60 .95 
Executive control .70 .60 .68 
Fiscal control .85 .61 .94 
Constitutional reform .79 .55 .89 

Eigenvalue 5.61 4.87 4.70 
Chi–squared 353.4 353.4 
Explained variance 
Factor correlation  

70.2% 82.8% 
0.64 

Notes: Principal components factor analysis, oblimin non–orthogonal rotation, listwise 
deletion. N = 42 (country RAI scores in 2006). For the two–factor solution, the highest 
score for each dimension is bolded. 

 
Because the dataset is relatively wellordered, this is not as restrictive as might 

be thought.8 What would one know, if one knew only that authority varies for each 
region along eight dimensions scaled as ranks progressing up from the lowest? 
Would observations aggregate in such a way as to allow a) statements about change 
over time, such as ‘Belgian provincies have less authority in 2006 than in 1950’ or 
b) cross–sectional statements, such as ‘In 2006, Canadian provinces had more 
authority than US states.’ That is to say, are observations wellordered across time 
and cross–sectionally?9 

Wellordered sets are ones in which the eight dimensions hang together. The 
dataset consists of observations along eight dimensions for 89 units (regional tiers, 
asymmetrical regions, special autonomous regions) in 42 countries for up to 56 
years. When we treat the scores on all dimensions for a single region over all years 
as a set, 80 of the 89 regions form wellordered sets, that is, sets where every subset 
(the eight dimensions) can be permissibly transformed into a simple rank order.10 
One may also check for wellorder across dyads at one point in time. Table 3.2D in 

                                                 
8 If a set is wellordered, any two elements describe more or less in a coherent way. A set is (totally) 
wellordered if its elements can be arranged in a unique rank order which is isomorphic to a unique ordinal 
number and every nonempty subset has a least member. 
9 Only the statement about Belgian provincies can be inferred from the ordinal data. One cannot rank 
Canadian provinces and US states on the basis of the ordinal data because Canadian provinces have 
slightly more self–rule than US states and slightly less shared rule.  
10 Regions that are not wellordered are German Länder, Swedish län, Ceuta and Melilla in Spain, 
Russian subwekty federacii  and four regions in Belgium, the Vlaamse Gemeenschap, Communauté 
Française, région Wallonne, and the Brussels region. These cases are characterized by an increase on one 
dimension and a decline on another from one year to the next. Without being able to measure whether a 
decline on one dimension is larger or smaller than an increase in another (the ordinal constraint), we 
cannot estimate whether regional authority has increased, decreased, or remained the same.  
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appendix 3.2 plainly reveals that wellorder is rare in dyads of strong regions, such as 
the German Länder and the Swiss cantons. Here we are dealing with different 
combinations of self–rule and shared rule, not with Russian dolls that fit into each 
other. But wellorder is common among other dyads. Of the 3828 dyads of regions in 
2006 (N = 88; excluding countries with no regional tier, but including special 
autonomous regions), 66.9 percent are wellordered.11   

One can transform the ordinal scales into a summated rating scale by combining 
the scores across the dimensions. On the hypothesis that the ordinal categories 
represent equal intervals and that error is randomly distributed, the eight dimensions 
can be summed to a 24–point Regional Authority Index (appendix 3.2).12 The index 
is strongly correlated with an interval measure derived from principal component 
analysis (Pearson’s r = 0.989). In chapters 4 and 5, Arjan H. Schakel reports 
composite index scores on the ground that they are readily interpretable and express 
our intention to devise roughly equivalent intervals across dimensions of regional 
authority.  

We cannot escape the fact that our weighting of dimensions is debatable, and 
that we are likely to have made errors along the way. So it is useful to try to evaluate 
the difference our choices make. How much would country scores change if we 
reversed the relative weights of shared rule and self–rule? How sensitive is the 
measure to its individual components?  

When we transform the data to interval data, the eight dimensions hang together 
quite tightly. The Cronbach’s alpha (0.95 for 2006) suggests that the indicators 
reliably estimate a latent variable and that the index is robust across assignment of 
alternative weights to its components. When we reverse the weights we assign to 
self–rule and shared rule, the rank order among regions in 2006 is robust, yielding a 
Spearman’s rho of 0.99 (N = 85). Figure 2.1 plots correlations using interval data 
and shows that the index is robust across alternative weights for self–rule and shared 
rule. 

Finally, the measure can be used as an instrument to detect reform of regional 
authority. If we define a reform as a change along one of the dimensions for a region 
or regional level, we observe 384 reforms in 89 regional units from 1950. If we 
define a reform as the set of changes along one or more dimensions for a particular 
region or regional level that take place in a given year, we observe 157 reforms. If 
we aggregate further and define a reform as the set of changes along one or more 
dimensions for one or more regional units in a country in a given year, we observe 
81 reforms in the dataset. The unit of analysis may vary with the research question, 
but in each case the level of measurement is absolute.  
 

                                                 
11 Kosomet is excluded in 2006 and the autonomas comunidades are counted as one tier. 
12 We do not know the true scores, and so cannot evaluate the validity of these assumptions. Monte Carlo 
tests suggest that regression models are quite robust to distortions that could arise from smooth monotone 
transformations, including summation of ordinal scores across rating scales (see, for example, Shevlin, 
Miles, and Bunting 1997).  
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Figure 2.1: Robustness of the Regional Authority Index across 
alternative weights for shared rule and self–rule 
 
Notes: Calculations are for 2006. N = 42. The Regional Authority index weights self–
rule to shared rule in the ratio of 5:3. Spearman's rho is calculated on the ordinal 
scores, and Pearson’s r is calculated on the interval scores. 

 
 
2.6  Subsequent chapters 
 
The purpose of the following two chapters is to detail and assess the measurement 
instrument and to set out a measurement strategy that may have more general 
application. In the next chapter, we set out a coding scheme for each dimension of 
regional authority, and we explain how we code particular cases or sets of cases that 
raise questions of interpretation. This is where our measure hits the road, so to 
speak, and where as a consequence, we wish to explain how abstract coding 
categories can meaningfully be applied across diverse contexts. Readers who have 
questions about our coding of regions in particular countries may consult appendix 
3.1 where we detail case histories and all scores. 

Chapter 4 compares the Regional Authority Index with seven alternative 
measures of regional authority or decentralization and finds that a common factor 
underlies the measures. Deviation between the index and other measures appears to 
reflect the fact that the index measures regional authority, rather than subnational 
authority in general, and is more sensitive in detecting variation among federations, 
among non–federations, and among different types of regions within a country.  

In chapter 5, Arjan H. Schakel illustrates how the measure can be used in ways 
discussed here, and he discerns and attempts to explain some general patterns. 

The appendices consist of detailed accounts of regional authority in 42 countries 
(appendix 3.1), a summary of the coding scheme followed by tables with scores for 
dimensions, regions, and countries over time (appendix 3.2), and a library of 
primary and secondary sources on regional authority (appendix 3.3).  
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3  Operationalizing Regional Authority  
 
 
3.1 Introduction 
 
In this chapter we explicate the rules underlying our coding scheme for authority in 
42 developed countries for the period 1950–2006 and we apply the scheme to cases 
which raise general or specific issues.  

We conceive regional authority in two domains. A regional government 
exercises self–rule to the extent that it wields authority over those living in the 
region. A regional government exercises shared rule to the extent it (co–)exercises 
authority over the country as a whole. We measure these domains along eight 
dimensions, each of which we scale as categories describing basic institutional 
alternatives. We design the categories to speak to the underlying concept, regional 
authority, and to the diversity of cases to be considered. On the one hand, the 
categories represent variation along the abstract dimensions along which we 
disaggregate regional authority; on the other hand, they should allow one to 
distinguish among regional governments as they have existed in 42 countries since 
1950. Correspondingly, the categories below are designed to capture the dimensions 
that we wish to measure; to refer to observable states of the world; to be 
unambiguous in their application to particular cases; and to represent relatively 
consistent intervals across and within the dimensions.  

However, the coding scheme we set out below does not include rules about how 
it should be applied. Because we conceive authority as a latent interval variable that 
we measure ordinally, there are always going to be cases that fall between ranks. 
Moreover, given the range of cases we observe, one cannot apply the scheme 
mechanistically. We need, in other words, to provide a guide to how we use the 
coding scheme and how we navigate between abstractness and particularism 
(Adcock and Collier 2001: 529; Sartori 1970; Weber 1949). 
 
 
3.2 Self–rule 
3.2.1 Institutional depth 
 
Institutional depth taps the existence and depth of regional self–government. We 
conceive institutional depth as a continuous dimension ranging from no autonomy 
from the central government to complete autonomy. The latter is a conceptual, but 
not an empirical, possibility. The variation that we must detect is mostly at the lower 
end of the scale and we space the intervals accordingly.  

We distinguish four categories. The first is a null category where there is no 
functioning general–purpose regional administration. The second is described by the 
Napoleonic term, déconcentration, which refers to a regional administration that is 
hierarchically subordinate to central government. A deconcentrated regional 
administration has the paraphernalia of self–governance—buildings, personnel, a 
budget—but is a central government outpost. The final two categories distinguish 
among regional administrations that exercise meaningful authority. The more self–
governing a regional government, the more its relationships with the central 
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government are lateral rather than hierarchical. The fundamental distinction here is 
whether regional self–government is, or is not, subject to central government veto. 

To score more than zero, a region must have a functioning administration. 
Purely statistical regions do not reach the bar. Hence, we give a score of zero to the 
statistical category of riksområden in Sweden. For Hungary, we score the eight 
statistical regions, tervezési–statisztikai régiók, as 1 only from 1999, when they were 
reformed into deconcentrated administrations, even though they had been around 
since 1996 as statistical regions. Statistical regions were created in several EU 
countries in order to be eligible for EU structural funding, and only a subset of these 
(Hungary, Ireland, Romania) evolved into functioning administrations that score 1 
or more. 

 

Institutional depth 

�x 0: no functioning general–purpose administration at the regional level; 
�x 1: a deconcentrated, general–purpose, administration; 
�x 2: a non–deconcentrated, general–purpose, administration subject to 

central government veto; 
�x 3: a non–deconcentrated, general–purpose, administration not subject 

to central government veto 

 
To score more than zero, a region must also be general, not special purpose. 

Regional administrations responsible only for a single policy (e.g. the environment 
or schooling) are scored zero. Dutch waterschappen (water boards) are an example 
of a special–purpose jurisdiction, set up to handle a particular problem in a country 
that lies mainly below sea level.1  

Regions in England and Wales illustrate these distinctions. We score regions in 
England zero from 1950 to 1993. Whitehall ministries continued to use their own 
regional boundaries after a reform in 1964 setting up deconcentrated regions. Until 
1979, when regions became merely statistical categories, regions in England were 
special, not general, purpose. In the late 1980s, the government began concentrating 
functions within consistent boundaries, culminating in 1994 with the creation of 
deconcentrated general–purpose administrations, which we score 1. Wales, by 
contrast, was treated as a coherent region from 1964, when the secretary of state for 
Wales headed a general–purpose administration prior to devolution.  

Several countries shift from special to general–purpose regional governments. A 
1974 reform in New Zealand replaced special–purpose with general–purpose 
regions, as did the 1994 reform in England. We consider Irish development regions, 
set up in 1987, as general–purpose: while their primary function was to channel EU 
structural funds, they also coordinated local government activities on behalf of the 
central government. They were replaced in 1994 with self–governing regional 

                                                 
1 Waterschappen pass binding regulations, levy taxes, and are directly elected. Their origins go back at 
least as far as the 12th century. Safeguarding dykes, controlling and adjusting the water level, and ensuring 
clean drinking water are important in a country which is mostly below the sea level. However, the sole 
function of waterschappen is water management. The waterschappen are type 2 jurisdictions, i.e. 
designed around policy problems rather than communities, and functionally specific rather than bundling 
competencies (Hooghe and Marks 2003).  
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authorities. Regions in Slovakia traverse the first three categories of our scale, going 
from 0 in 1993 to 1 in 1996 to 2 in 2002. The fall of communism had de–legitimized 
existing regional governments. In Slovakia, as in some other postcommunist 
regimes, regional governments were initially abolished, then reconstituted as 
deconcentrated central agents, and finally converted to decentralized governments.  

Scores at the upper end of this dimension reflect the distinction between 
regional administrations subject, or not subject, to central government veto. This 
turns on whether a region has legally enforceable protection against central 
government ex–ante and ex–post control. Such is the case when regional and central 
law have equal constitutional status. Federalism is the most common institutional 
expression of this, but it is neither sufficient nor necessary. Russia is normally 
categorized as a federation, but since 2000, the president has authority to dissolve 
subwekty parliaments and dismiss their governments if they disobey federal law. The 
United Kingdom is not a federation, but a secretary of state can refuse to submit a 
bill from the Scottish parliament for royal assent only if it has ‘an adverse effect on 
the operation of the law as it applies to reserved matters’ or is ‘incompatible with 
any international obligations or the interests of defence or national security’ 
(Scotland Act, Article 35, para.1).  
 
 
3.2.2  Policy scope 
 
Policy scope taps regional authority over policy making. We group policies in three 
areas: economic, cultural–educational, and welfare: 
 

�x Economic policy encompasses regional development, public utilities, 
 transport including roads, environment, energy; 
�x Cultural–educational policy encompasses schools, universities, vocational 
 training, libraries, sports and cultural centres; 
�x Welfare policy encompasses health, hospitals, social welfare (e.g. elderly 
 homes, poor relief, social care), pensions, social housing.  

 
These categories aggregate diverse policy responsibilities specified in 

constitutions and legislation.2 We differentiate among regional governments that 
exercise authority in none, one, or more than one of these policy areas.  

If more than one policy area, we evaluate whether a regional government also 
exercises constitutive or coercive authority, i.e. authority that lies close to the core of 
state sovereignty. Does the regional government control the police? Is it responsible 
for the organization of local government? Does it exercise residual powers: i.e., is 
the regional government responsible for policies that are not constitutionally 
mandated for the central government? Can the regional government determine its 
own institutional set–up, including e.g. the timing of regional elections and electoral 
rules?  

                                                 
2 These categories bundle policies in some conventional containers. A potentially more accurate approach 
would be to evaluate policy scope at the level of individual policies. That task is, however, complicated 
because we currently lack a systematic hierarchical categorizations of policy, e.g. along the lines of the 
International Standards Classifications of Occupations (ISCO). 



Chapter 3: Operationalizing Regional Authority 
 
 

 35

Policy scope 

�x 0: the regional government does not have authoritative competence over 
economic policy, cultural–educational policy, or welfare state policy; 

�x 1: the regional government has authoritative competence in one of the 
following areas: economic policy, cultural–educational policy, welfare state 
policy; 

�x 2: the regional government has authoritative competencies in at least two 
of the following areas: economic policy, cultural–educational policy, 
welfare state policy;  

�x 3: the regional government meets the criteria for 2 and is endowed with at 
least two of the following:  
�ƒ residual powers 
�ƒ regional police force 
�ƒ authority over own institutional set–up 
�ƒ authority over local government; 

�x 4: the regional government meets the criteria for 3, and has authority over 
immigration or citizenship. 

 
Our final category taps whether a regional government co–exercises authority 

over membership in its community, i.e. in immigration and citizenship policies. 
Authority over who can be a member of a self–governing community is 
conceptually prior to authority over the provision of collective goods to that 
community. In most countries these competencies are ‘fundamental sovereign 
attributes’3 and we expect that regions which meet this high hurdle will also meet 
the criteria for category three. 

On this dimension we wish to estimate the range of policies for which regional 
governments make authoritative decisions. So we discount policy responsibilities 
that are not exercised independently by regional governments. Central control can 
take three forms: a dual structure of regional government in the form of parallel 
administrations (e.g. landsting and länsstyrelse in Sweden; kraje and samospravne 
kraje in Slovakia); a mixed administration (e.g. a directly elected assembly and 
government–appointed executive as in départements in France); a single 
administration that combines self–government and deconcentration (e.g. provincies 
in the Netherlands). 

In Sweden, for example, responsibilities for governing counties (län) are 
divided between elected councils (landstinge) and centrally appointed governors. 
Until 1970, landstinge were responsible for the provision of health care (including 
hospitals and outpatient centres), and had secondary responsibilities for agricultural, 
craft, and industrial training. We score län as exercising authority for welfare, but 
not for economic policy (= 1). In 1971, landstinge were given responsibility for 
regional development and public transport, and we score them as having competence 
in economic policy in addition to welfare (= 2).  

The balance between self–government and deconcentration frequently changes 
over time. From the 1950s, Dutch provincies shared authority with local 

                                                 
3 U.S. Supreme Court in Hampton v. Mow Sun Wong, 426 U.S. 88, 101 n. 21 (1976). 
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governments in transport, infrastructure, investment policy, and regional planning, 
and we score this 1 for economic policy. In the 1970s and 1980s, provincies gained 
competencies in urban development, housing, culture and leisure, and environmental 
planning, but these were subject to central supervision. We continue to score 
provincies 1 until a 1994 reform released them from ex–ante central oversight, from 
which time they score 2. After 1948, Italian provincia shared control for spatial 
planning, the environment, highways, education, local economic development, and 
labour market policies with a government–appointed prefect, and we score provincia 
1. A 2001 reform stripped prefects of policy making competencies except law and 
order and emergency powers and ex–post oversight over the legality of provincial 
acts, and we score provincia 2.  

Many regional governments execute aspects of immigration or citizenship 
policy on behalf of central governments, but few have significant legislative 
authority on one, let alone both, areas. Six regions in our dataset meet this criterion: 
the Australian states, the Canadian provinces, Åland, the Entities in Bosnia and 
Herzegovina, the two republics of the federation/confederation Serbia and 
Montenegro, and the Swiss cantons.  

While the United States constitution grants states some authority to regulate the 
conduct of ‘aliens’, immigration and naturalization are exclusive federal 
competencies, and US states score 3 on this dimension. In Canada, immigration is 
concurrent between provinces and the federal government, except for Quebec, which 
has exclusive competence. Provinces can impose economic criteria to select 
prospective immigrants; the federal government checks the statutory requirements—
health, security and authenticity of documents—before issuing a Canada 
immigration visa. This earns Canadian provinces (and Yukon) a score of 4.  

We score the Åland Islands 4 since the Åland government has exclusive 
authority to determine right of domicile in the islands. Right of domicile, which 
allows a Finnish citizen to vote, stand for election, purchase, lease, or inherit 
property, or open a business on the islands, is granted by the Åland government to 
all individuals with a parent who has the right of domicile and to others on a case–
by–case basis. Finnish citizens who have lived in Åland for five years and have an 
adequate knowledge of Swedish may apply for the status.  
 
 
3.2.3  Fiscal autonomy 
 
No measures of regional authority appear as promising as public spending and tax 
revenues. None are more complex and deceiving (Rodden 2004; Treisman 2007). 
The problems we confront using these data as proxies for regional authority are that 
the absolute amount or share of public spending or tax revenues does not tell us a 
great deal about how much discretion a subnational government exercises; the 
available OECD and IMF data cover a limited number of countries and few time 
points; these data are not broken down by level of government. 

The first problem is more serious than one might imagine. Regional 
governments that spend a large proportion of public funds include several that have 
little choice about how they spend. Welfare benefits in Scandinavian societies are 
determined at the central level for the country as a whole, but it is channeled mainly 
through subnational authorities which are best placed to implement the policy in 
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local contexts. Political economists have long described Scandinavian societies as 
neocorporatist to highlight the role of centralized producer groups in bargaining 
national public policy. Subnational authorities in these countries spend a lot because 
they implement expansive welfare systems which are determined at the national 
level.4  

So it is not surprising that a league table of subnational public expenditure as a 
share of the total expenditure has Denmark at the very top, and Sweden, Norway, 
and Finland above Germany, Austria, Belgium, Italy, or Spain.5 On both conceptual 
and face–validity grounds, it makes little sense to use subnational public spending as 
a measure of subnational authority.6  

Subnational tax revenues as a share of general government revenues—defined 
by the OECD as tax sharing agreements, excluding transfers received from other 
levels of government—do not do much better because the amount does not tell us 
which government decides on the level and composition of revenues. Central 
governments are induced to shift responsibility for collecting taxes to subnational 
governments, while severely limiting their discretion. As our discussion of the 
fundamental distinction between deconcentrated and decentralized government 
suggests, it is one thing to receive taxes, it is another to decide about taxes.7 
Measures of the amount or proportion of subnational taxes are only weakly 
correlated with measures of tax authority or tax discretion.8  

Our cure is to assess a regional government’s fiscal authority independently of 
its revenues or spending. We draw on the OECD’s schema for evaluating 
subnational government discretion over revenue. This schema distinguishes two 
notions of authority (control independent from central government, and shared rule 
with the central government), and three areas of control (tax base, tax rate, and 
revenue split) (OECD 1999).  

                                                 
4 Jorgen Grønnegaard Christensen observes that Danish local authorities are keenly aware that “the 
transfer of functional and fiscal responsibilities from central to local government does not say much about 
local government autonomy” (2000: 393). “As in Sweden and Norway, the increasing importance of 
subnational governments led to a central government interest in greater financial control. The instruments 
to be used in Denmark . . . resembled those used in Sweden in the 1970s, i.e. control was pursued through 
the corporatist arena,” that is to say, through “agreements between the central government and the 
associations of counties and municipalities,” which made subnational spending conditional upon central 
government approval (Blom–Hansen 1999: 55).  
5 Data are for 2001 (OECD). A perverse theory of fiscal decentralization might expect the share of public 
expenditure to be negatively related to subnational discretion on the grounds that central actors allow 
subnational administration to spend only when that spending is dictated by the centre.  
6 The same applies to share of subnational public employment. On this measure, Luxembourg comes out 
top, followed by Greece. Subnational employment is a larger share of public employment in Turkey than 
it is in Autria, Italy, or Spain, countries which are far more decentralized.  
7 A league table for share of government revenue suggests this. Canada and the United States, where 
subnational governments have extensive discretion in setting base and rate of taxes, are at the top, but 
they are followed by Ireland, Finland, Germany, and Sweden�Šwhere subnational governments are much 
more constrained in determining the level and composition of the taxes they receive. Spain and Belgium 
would face relegation if this were a football leaugue.  
8 Here is an instance where the reliability of the data, which is high, is no guide to their validity, which is 
low. The correlation between subnational tax revenues as a percentage of all taxes with a measure of tax 
discretion is 0.19 (p = 0.46, N = 19) (Joumard and Kongsrud 2003). Yet, “There seems to be consensus 
that the share of expenditures of subnational governments in consolidated government expenditures is the 
best proxy for the degree of decentralization” (Breuss and Eller 2004: 42). Chapter 4 details the 
limitations of tax revenues as a measure of regional authority.  
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We simplify the schema in three ways to produce a) an annual (not decennial) 
measure, b) for particular levels of government (not aggregated across all 
subnational levels), that c) is conceptually close to the thing we wish to measure: 
i.e., authority on fiscal matters. We assess a regional government’s tax portfolio as a 
whole by distinguishing between major and minor taxes, and within these, between 
the capacity to control base and rate, or rate only.9 Here we assess a regional 
government’s capacity to determine its revenues unilaterally (self–rule), and below 
we evaluate a regional government’s ability to influence the distribution of national 
revenues as one component of shared rule.  
 

Fiscal autonomy 

�x 0: the central government sets the base and rate of all regional taxes; 
�x 1: the regional government sets the rate of minor taxes; 
�x 2: the regional government sets the base and rate of minor taxes; 
�x 3: the regional government sets the rate of at least one major tax: 

personal income, corporate, value added, or sales tax; 
�x 4: the regional government sets the base and rate of at least one major 

tax: personal income, corporate, value added, or sales tax. 

 
Our operationalization of fiscal authority encompasses three key elements 

closely associated with the concept: tax autonomy, co–decision on national tax 
regimes, and intergovernmental grants (Swenden 2006). It does not include a 
region’s authority to set fees or charges in return for specific services, such as fees 
for the preparation or deposit of official documents, bus charges, public utility fees, 
etc., which nearly always make up a negligible part of a regional budget. So when 
Greek nomoi gained the capacity in 1998 to set fees and charge for transport and 
other services, they retain a score of 0. The Greater London Authority scores 1 
because it is able to levy a property tax for which it can set rates (but not the base), 
not because it can determine tube or bus fares or because it introduced a congestion 
charge for cars in central London. 

We consider intergovernmental grant systems in our measure of fiscal shared 
rule (see below) to the extent that they are discussed in intergovernmental 
negotiations. If grants are not subject to negotiation (ad hoc, as part of the annual 
budget process, or in the context of constitutional bargaining), but set by the central 

                                                 
9 A tax is “pecuniary burden upon individuals or property to support the government . . . a payment 
exacted by legislative authority . . . [it is] an enforced contribution . . . imposed by government whether 
under the name of toll, tribute, tallage, gabel, impost, duty, custom, excise, subsidy, aid, supply, or other 
name” (Campbell, Black’s Law Dictionary, 1979: 307). Coding taxes must navigate national 
particularities in labeling. The income tax on profits made by companies or associations is labeled 
corporate tax in the United States, corporation tax in the United Kingdom and Ireland, and tax on 
enterprise profits in Russia. In Japan, it goes by several names depending on who is in charge of 
particular components; at the prefectural level, it is called the enterprise tax. Our ranking of categories 
does not allow for the possibility that a regional government may control the tax base, but not the tax rate. 
However, this occurs only twice in an OECD dataset covering all taxes for 35 subnational governments in 
19 countries; in Poland it accounts for one percent of local government revenue, and in the Czech 
Republic it accounts for three percent of local government revenue.  
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government, they are a constraint on regional authority—not a source of autonomy, 
and are therefore scored zero. 
 
 
3.2.4  Representation 
 
We conceive regional authority with respect to representation as the capacity of 
regional actors to select regional office holders: in the case of legislators, by direct 
election in the region, or failing that, indirect election by subnational office holders; 
in the case of an executive, by the regional assembly, or failing that, a mixed system 
of a regional/central dual executive.  
 

Assembly 

�x 0: the region has no regional assembly; 
�x 1: the region has an indirectly elected regional assembly; 
�x 2: the region has a directly elected assembly. 

 

Executive 

�x 0: the regional executive is appointed by central government; 
�x 1: dual executives appointed by central government and the 

regional assembly; 
�x 2: the regional executive is appointed by a regional assembly 

or is directly elected. 

 
We define an assembly as a self–standing institution with a fixed membership 

using parliamentary procedures to make decisions. This encompasses all regional 
assemblies that call themselves such, and excludes committees, which are 
subordinate bodies. We therefore give a score of zero for Grand Committees 
composed of Scottish, Welsh, or Northern Irish members of the House of Commons 
who meet as caucuses to discuss bills affecting their regions.  

We code the predominant principle in regional assemblies where some 
legislators are directly elected and some indirectly selected. Hence, we code 
Hungarian regional councils as zero because a majority of their members are central 
government appointees, and we code Romanian regional councils as 1 because 
subnational appointees predominate, and unlike central appointees, can vote on 
regional legislation.   

Indirectly elected assemblies are scored 1 when the selectors are subnational. In 
most cases, these selectors are local governments or local government assemblies, 
but in Belgium and France the selectors represent constituencies within each region, 
though at the national level. In Belgium, regional and community councils consisted 
until 1995 of national parliamentarians elected for the relevant region 
(Flanders/Wallonia/Brussels) or community (French/Dutch speaking). From 1972 to 
1981, regional councils in France were composed of all nationally elected politicians 
from the region alongside indirectly elected representatives from subnational 
governments.  
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We define an executive as a decision making body that has the task of putting 
laws into effect, and we assess whether the head of a regional executive is appointed 
by central government, the regional government, or both. The last category, the dual 
executive, characterizes French départements and régions, Belgian provincies, 
Swedish län, Danish amter, Slovakian kraje, Romanian judete, Norwegian fylke, and 
Dutch provincies. In these cases, the central government appoints a prefect or 
governor alongside a regionally appointed executive. While the regional/central 
balance varies among these cases, each is plainly different from the pure case of an 
executive selected by the centre or by the region alone.10  

The intermediate category encompasses only cases where it is meaningful to 
speak of a dual executive, that is, where both the central and regional appointees 
have executive authority. In Canada, provincial heads responsible to regional 
legislatures shared some authority with lieutenant–governors, but the role of the 
lieutenant–governor was mainly ceremonial, and too weak to be considered as 
diluting the executive power of the provincial head, and therefore too weak to 
compromise their score of 2 on our index.11  

As noted above, we code formal authority, not power in a more general sense. 
The two diverge most where formal rules tend to be mere formalities, as for regions 
in contemporary Russia. Russian subwekty federacii score 2 on assembly and 0 for 
executive from 1993 to 1995, 2,2 from 1996 to 2004, and 2,1 from 2005 to 2006. 
The changes correspond to Yeltsin’s decision in 1996 to allow governors to be 
directly elected instead of appointed by Moscow, and Putin’s decision in 2005 to 
replace direct election with a system where the president proposes a candidate to 
each regional legislature. We score the new system as dual government since control 
over the executive is shared by central and regional government and is clearly 
different from the communist system of centrally appointed governors. We do not 
control for pressures that the centre is able to exert on regional legislatures to 
rubber–stamp its choices. 

The scoring scheme is responsive to change over time, as in Belgium, where the 
Flemish, Walloon, and German–speaking communities score zero on both assembly 
and executive representation in 1970 and end up with the maximum on both 
measures by 1995. Their different paths are reflected in our scoring. The Flemish 
and French communities acquired indirectly elected assemblies in 1970 (scoring 1 
on assembly), then a regionally responsive executive in 1980 (2 on executive) and, 
finally, a directly elected assembly in 1995 (2 on assembly). The German 
community gained a popularly elected assembly in 1974 (2 on assembly), and 
control over its executive in 1984 (2 on executive).  
 
 
 
 
 

                                                 
10 Treisman (2007) makes the same distinction. 
11 Commissioners were actively involved in territorial policy making in the Northwest Territories until 
1978, Yukon until 1977, and Nunavut till 1998. After these dates, the job description of the commissioner 
was rewritten to resemble that of his counterpart in the provinces. At the provincial level, lieutenant–
generals became slightly more influential once they were appointed by the Canadian federal government, 
but not enough in our judgment to be considered as sharing executive authority. 
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3.3  Shared rule 
 
A regional government may exercise authority by co–determining decision making 
at the national level. We distinguish four avenues. First, a region may participate 
directly in making national law. This requires that it is represented in the national 
legislature, usually in the upper chamber. Second, a regional government may share 
executive responsibility with the national government for implementing policy in the 
region or in the country as a whole. Third, a region may co–determine the 
distribution of tax revenues in the country as a whole. Finally, and most importantly, 
a regional government may exercise authority over the constitutional set up in the 
country.  

The first, second and third avenues of power sharing concern the role that 
regions play in national decision making and we score each a maximum of 2 points; 
the final avenue concerns the extent to which regions write the rules of the game, 
and we score this up to 3 points.  
 
 
3.3.1  Law making 
 
The variation we wish to detect concerns the role of regions in national legislation. 
We assess whether regions, qua regions, are represented in a chamber of the national 
legislature, whether regional representatives constitute a majority in that chamber, 
and whether the regionally constituted chamber has authority to veto ordinary 
legislation. 
 

Law making 

We score 0.5 point for each of the following characteristics. Aggregate scores range 
between 0 and 2: 

�x regions are the unit of representation in the legislature, i.e. the distribution of 
representation is determined by regional weights, rather than ‘one citizen, one 
vote’ in the country as a whole; 

�x regional governments designate representatives in the legislature; 
�x regions at a given level have majority representation in the legislature;* 
�x a legislature with regional representation has extensive legislative authority, i.e. 

it can veto ordinary legislation or it can be overridden only by a supermajority 
in the other chamber.* 

 
*evaluated if at least one of the first two conditions is met. 

 
If there is a legislative arena in which regions and their governments directly 

influence national law, it is usually the upper, or second, chamber of the national 
legislature. Most upper chambers came to serve as bulwarks against one man (one 
person), one vote. They represented groups that had traditional claims to authority, 
i.e. lords temporal and spiritual or territorial communities that existed prior to the 
state. Whereas several upper chambers that survived liberal democracy represent 
territorial communities, most commonly regions, representation in lower chambers 
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is almost always based on the principle of individual representation. In our dataset, 
there is only one exception: the short–lived unicameral parliament of Serbia and 
Montenegro (2003–2006). 

Regions can shape a legislature in two ways: regions may frame the principle of 
representation, or regional governments themselves may be directly represented in 
the legislature. The first is epitomized in the United States Senate where each state, 
irrespective of population, has two senators. In most cases, the regional principle 
produces disproportionality from the perspective of one citizen, one vote, but this is 
not necessarily the case. The distribution of seats in the House of Peoples in Bosnia 
and Herzegovina looks proportional, but this is produced by rules for ethnic 
representation. The Federation of Bosnia and Herzegovina (with around 65 percent 
of the total population) has ten seats; the Republika Srpska (with around 35 percent 
of the population) has five seats. The constitution further stipulates that delegates 
from the federation must include five Croats and five Bosniacs, alongside five Serbs 
from the Republika Srpska (Article IV.1). 

In some countries, representation is calculated by region on the basis of relative 
population. We code these cases as zero. These include Austria, where each Land is 
allotted seats in the upper chamber, the Bundesrat, in relation to the size of its 
population, and the allotted number of seats is then divided among political parties 
according to their representation in the Land parliament. After each population 
census, the distribution of seats across Länder is adjusted. The upper chamber in the 
Netherlands is another case where the principle of individual representation 
determines regional weights. Provincial delegates elect senators in the Netherlands, 
but the allocation of seats across provinces is proportional to their populations. The 
representation of regions in the Italian senate is a more ambiguous case which we 
judge to fall just short of a positive score. Each region receives at least seven 
deputies in the Italian senate, but this has little effect on the overall distribution 
which is largely determined by one citizen, one vote. Of 315 seats in the Italian 
senate, 306 are distributed among 20 regions, and all but seven regions receive 
deputies purely on the basis of their population.  

Direct representation of regional governments in the legislature is epitomized by 
the German Bundesrat in which a Land executive can designate any of its officials 
to cast its weighted vote. Regional parliaments, not executives, designate 
representatives in the Austrian Bundesrat. In Russia, each subwekt federacii sends a 
delegate from its legislature and one from its executive to sit in the upper chamber, 
the Sovet Federatsii. We score each of these variants 0.5.  

The Spanish Senado illustrates that the two principles of regional 
representation—equality of regional representation and direct government 
representation— can be present in the same body for different regional levels. Each 
mainland province receives four seats in the Senado (large islands have three seats, 
small islands two). Provincial senators are directly elected in each province. We 
score provinces 0.5 for the principle of regional representation and zero for direct 
government representation. The remaining seats in the upper chamber are divided 
among comunidades autónomas and selected by each comunidad assembly on the 
basis of one seat per million inhabitants, with a minimum of one seat. The overall 
allocation of seats in the Senado is roughly proportional to population (four of 17 
comunidades have a population less than one million). We score comunidades zero 
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on the principle of regional representation and 0.5 for direct government 
representation.  

For regions that meet the criterion of regional representation, we score an 
additional half point where representatives of a given regional tier constitute a 
majority of the chamber, as in the US Senate, the German Bundesrat, the Austrian 
Bundesrat, and the Dutch Eerste Kamer. Belgian provinces, which until their 
abolition in 1995, were allocated one third of the seats in the senate, fall just short, 
as do comunidades autónomas in Spain.  

We also score an additional half point if a legislature with regional 
representation can veto ordinary legislation or if its amendments can be overridden 
only by supermajority in the other chamber. The Austrian Bundesrat scores zero on 
this item because it can be overridden by a simple majority in the lower chamber, as 
does the Chamber of Counties in Croatia, which, until it was abolished in 2001, was 
a consultative not a legislative chamber. We score 0.5 for the Belgian senate which 
exercises equal legislative powers with the lower chamber on freedom of religion, 
language use, the judicial system, international treaties, and constitutional change, 
both before and after the 1995 reform.  
 
 
3.3.2  Executive control 
 
Regional governments may share executive authority with central government in the 
context of intergovernmental meetings. To score positively on this scale, such 
meetings must be routinized, not ad hoc, and to score the maximum 2 points, such 
meetings must be authoritative, that is they must reach decisions that formally bind 
the participants.  
 

Executive power sharing 

�x 0: no routine meetings between central government and regional 
governments to negotiate policy; 

�x 1: routine meetings between central government and regional governments 
without legally binding authority; 

�x 2: routine meetings between central government and regional governments 
with authority to reach legally binding decisions. 

 
These distinctions are illustrated in the course of German intergovernmental 

relations from the early days of the Federal Republic. The first meeting, in 1950, 
between Land premiers (Ministerpräsidenten) and the federal Chancellor was an ad 
hoc consultative meeting. It was followed from the 1950s by routinized, but still 
consultative, meetings between Länder and federal ministers. These score 1 on this 
measure. In 1964, the two government levels clinched an agreement on joint policy 
tasks which were negotiated in routine, authoritative intergovernmental meetings 
which we score 2. Spanish comunidades autónomas, by contrast, confer with the 
federal government on an ad hoc, bilateral, basis, and correspondingly score zero.  

In the United States, executive federalism is often characterized as extensive, 
but it is rarely binding on the federal government. Executive power sharing is 
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shaped by federal financial incentives which states may accept or reject. Individual 
states may escape compulsory federal programmes, but have limited opportunities to 
influence, let alone co–decide, such programmes. States tend to shape policy further 
downstream in the policy cycle, in bilateral negotiations concerning implementation 
and funding. There is also extensive horizontal cooperation among states that share 
problems or policy outlook, and these may reach binding decisions, but they do not 
shape national policy. We judge US states to score 1, not 2, on this measure.  

Executive power sharing in Germany and the United States highlight an 
important criterion: routine meetings must be vertical, that is to say, they must 
include both regional and national government. Horizontal inter–regional 
coordination does not amount to shared rule in national policy making. Inter–
cantonal cooperation is extensive in Switzerland and often leads to binding 
agreements. However, cantonal–federal cooperation is more irregular and almost 
never leads to binding decisions. So we score Swiss cantons 1 not 2. By responding 
to functional pressures for regional coordination, Swiss cantons pre–empt federal 
policy. Here, then, is an example where extensive regional self–rule reduces the 
incentive for regions to grab a share of national authority. The two most 
decentralized federations in our dataset—Bosnia and Herzegovina, and Serbia and 
Montenegro—have no executive shared rule.  
 
 
3.3.3  Fiscal control 
 
Shared rule on taxation is a special case of legislative or executive shared rule. Yet 
fiscal extraction and allocation are consequential enough to be considered 
separately. Regional governments may influence the distribution of national tax 
revenues, including intergovernmental grants, directly in the context of 
intergovernmental meetings, or indirectly via their representatives in a legislature 
with regional representation. We score 1 where regional governments negotiate over 
the distribution of tax revenues via either channel, and we score 2 where they have a 
veto.  

To score 1 via the legislative route to shared rule on taxes, the legislature in 
question must have authority over the distribution of tax revenues. We score 2 if the 
representatives of a regional level constitute a majority in a legislature and the 
legislature has a veto on the distribution of tax revenues.  
 
 

Fiscal control 

�x 0: regional governments or their representatives in the legislature are not 
consulted over the distribution of tax revenues; 

�x 1: regional governments or their representatives in the legislature 
negotiate over the distribution of tax revenues, but do not have a veto; 

�x 2: regional governments or their representatives in the legislature have a 
veto over the distribution of tax revenues. 
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Dutch provincies and Swedish län (until the abolition of the upper chamber in 
1971) meet the latter conditions: they form or formed a majority in upper chambers 
with a veto on the tax revenue allocation. Spanish comunidades score 1 because they 
are a minority in an upper chamber that can be overridden by a majority in the lower 
chamber. Belgian provinces were (until 1995) represented in an upper chamber with 
a tax veto, but they never constituted a majority, and therefore score 1. 

In order to score 1 on executive shared rule on taxes, regional governments must 
be directly involved in negotiation, and to score 2, they must be able to exercise a 
veto. Negotiations among peak associations of regional and local governments and 
the central government in Denmark and Sweden do not fulfill the first criterion. The 
peak associations cannot legally commit their members, and in both countries, the 
legislature reserves the right to take unilateral action, and has done so. The process 
provides the central government with a lever for constraining subnational spending, 
but gives regional governments little influence over national fiscal policy. 

Executive shared rule on public policy often extends to the distribution of tax 
revenues. However, it need not do so. In Germany, a constitutional amendment 
granted Länder shared rule over taxation in 1966, two years after executive power 
sharing came into effect. Australian states have engaged in executive power sharing 
since 1950, but this was extended to taxation only in 1999. Conversely, regional 
governments in Russia, Bosnia and Herzegovina, and Serbia and Montenegro, have 
shared rule over taxes, but this is not generalized to other policy areas. 
 
 
3.3.4  Constitutional reform 
 
Authority over the rules of the game is a special kind of authority, for it concerns not 
merely the allocation of decision making, but how authority is itself allocated. Our 
schema distinguishes between regional actors (i.e. electorates or regionally elected 
representatives) and regional governments. We score 1 point if the assent of regional 
electorates or their representatives is necessary for constitutional change; 2 points if 
regional governments can raise the barrier for constitutional change; and 3 points if 
regional governments can veto constitutional change.  

We score zero where regional actors or regional governments cannot formally 
veto or raise the hurdle for constitutional reform. Until 2001, the Croatian upper 
chamber, composed of županija–appointed representatives, had the right to be 
consulted on constitutional reform, but it could not amend or raise the hurdle, and 
scores zero. In Spain, comunidad–appointed senators make up less than 20 percent 
of the Senado and are too small a minority to block constitutional reform. Directly 
elected senators from Spanish provinces, by contrast, can veto constitutional bills 
and consequently score 1. Since the reorganization of the Belgian senate in 1995, the 
21 senators elected from community parliaments make up about 30 percent of the 
senate and are thus not much more potent than the representatives of Spanish 
comunidades in the face of constitutional reform, which requires a two–thirds 
majority in both chambers. However, there are also 40 directly elected senators from 
Belgian communities, and they have the numbers to veto constitutional change, so 
Belgian communities score 1.  
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Constitutional reform 

�x 0: the central government and/or national electorate can unilaterally change 
the constitution; 

�x 1: a legislature based on the principle of regional representation must 
approve constitutional change; or constitutional change requires a 
referendum based on the principle of equal regional representation (i.e. 
approval in a majority of regions); 

�x 2: regional governments are a directly represented majority in a legislature 
which can do one or more of the following:  
�ƒ postpone constitutional reform 
�ƒ introduce amendments 
�ƒ raise the decision hurdle in the other chamber 
�ƒ require a second vote in the other chamber 
�ƒ require a popular referendum; 

�x 3: a majority of regional governments can veto constitutional change. 

 
We score 1 where regional governments cannot block constitutional reform, but 

regional voters or their representatives can. The latter requires that preferences are 
aggregated on the principle of regional, not individual, representation. This is the 
case, for example, in Switzerland and Australia, where constitutional reform requires 
a double majority in a referendum—a majority of voters in a majority of regions as 
well as in the country as a whole. And, as we noted above, it is the case in Spain (for 
provinces) and in Belgium (for communities).  

Neither Ireland nor Italy receives a positive score on this measure because 
constitutional reform is not determined under a regional principle of preference 
aggregation. In Ireland constitutional amendments require a nation–wide referendum 
without a regional hurdle. In Italy constitutional amendments need a majority in a 
senate which allocates seats to regions in proportion to their population.  

Regional governments must get into the act to score 2 or 3. This reflects the 
basic difference between regions as arenas and regions as governments. Despite 
their impressive authority, Swiss cantons do not play a direct role in constitutional 
change. Indeed, as one observer remarks, “direct democracy has been continuously 
strengthened at the expense of the influence of cantonal executives and legislatures” 
(Vatter 2005: 10). In this respect, Austrian and German Länder are more 
authoritative. German Länder are directly represented in the Bundesrat which must 
approve constitutional change by a two–thirds majority. Prior to 1984, Austrian 
Länder were institutionally represented in the Bundesrat and had the power to 
postpone constitutional reform or raise the impediment of a referendum (= 2); after 
1984 they gained a veto over legislation that directly affects the federal–Land 
distribution of competencies and the organization of the Bundesrat (= 3).  

In some cases, particularly in the UK and its former colonies, the distinction 
between formal constitutional rules and semi–formal norms is blurred, and this can 
complicate our coding decisions. Canada provides some instructive examples.  

Until 1982, the ultimate authority for constitutional change in Canada was 
vested in the British Parliament with the understanding (at least in the twentieth 
century) that no changes would be made unless proposed by the Canadian 
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government. But there was also a precedent, established in 1940, that amendments 
need the consent of all, or a majority, of provinces. Nevertheless, in 1980, Canadian 
Prime Minister Pierre Trudeau sought to repatriate the constitution without 
provincial consent. Several provinces objected, and in a reference case, the British 
Law Lords blocked repatriation by ruling that federal unilateralism, though legal in a 
narrow sense, violated an established constitutional convention. We interpret this to 
mean that provinces had veto powers on constitutional change between 1950 and 
1981. The 1982 Canadian constitution consolidated this precedent in articles 38 and 
41. 

Formal rules and informal practice diverge in Canada with respect to the 
inclusion of the Northwest Territories and Nunavut in constitutional negotiation. 
Neither has a constitutionally guaranteed role (unlike the Yukon which must be 
consulted by the federal government concerning changes in its statute), but both 
were full partners in the Charlottetown negotiations of 1992 concerning 
federal/provincial relations. Future negotiations may follow this norm, but so far it 
has not been confirmed in the constitution or by the courts. In this case we judge the 
formal rule to be non–inclusion, and we score the Northwest Territories and 
Nunavut zero on constitutional change before and after 1992. 

A final example is the defeat of the Charlottetown accord and the emergence of 
a norm that federal and provincial governments in Canada legitimate any 
constitutional reform they negotiate in a popular referendum. After unanimous 
approval of the 1992 Charlottetown accord by provincial, territorial, and federal 
governments, the federal government conceded to pressure to hold 11 referendums 
(Quebec held its own). Although the results were not formally binding (except in 
Quebec, British Columbia, and Alberta), the government promised that the accord 
would be implemented only if it was approved by a majority of voters nationally and 
by a majority in each province. Formal rules for constitutional amendment require 
consent among provincial governments (excluding territorial governments) and the 
federal government, and this is what we code, but a gap has appeared between what 
the constitution formally prescribes and what is politically feasible.  
 
 
3.4  Asymmetrical and special autonomous regions 
 
We speak of an asymmetrical arrangement when a region falls under a country–wide 
constitutional structure, but enjoys different (usually greater) authority.12 
Asymmetrical arrangements may be temporary, as arguably for the historical regions 
in Spain, or indefinite, as for the respubliki in Russia or the Brussels region or 
German community in Belgium.  

Special autonomous regions differ from asymmetrical regions in that their 
statute is sui generis: they are exempt from the country–wide constitutional 
framework, and they receive special treatment in the constitution and in statutory 

                                                 
12 We code asymmetry only to the extent that it is reflected in the constitutional and legal framework. 
This differs from political asymmetry, which “arises from the impact of cultural, economic, social and 
political conditions affecting the relative power, influence and relations of different regional units with 
each other and with the federal government” (Watts 1999: 63).  
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law.13 Examples are Åland (Finland), Greenland and the Faroe Islands (Denmark), 
and the Azores and Madeira (Portugal).14  

So while asymmetrical regions could be described as ‘+/– typical regions’, 
special autonomous regions are more aptly conceived as opt–outs. Asymmetrical 
regions belong to a particular regional tier; special autonomous regions are usually 
sui generis.  

We apply the same criteria for measuring the authority of asymmetrical regions 
as we do for other regions. For special autonomous regions, we use the same criteria 
for institutional depth, policy scope, fiscal autonomy, and representation. However, 
we adjust the criteria of shared rule to tap the extent to which a special autonomous 
region influences national legislation with respect to its territory, rather than for the 
country as a whole. The source of such authority is mainly executive, rather than 
legislative, power sharing—i.e. it involves negotiation between the regional and 
national executive.  

We categorize the historical comunidades in Spain as asymmetrical regions. The 
Spanish constitution integrates them in a national framework by conceptualizing 
them as one of two routes to regional autonomy, even though there are a few special 
arrangements, e.g. with respect to taxation in the Basque country and Navarre. 

On balance, the German–speaking community in Belgium also appears 
asymmetrical rather than special. Article 4 of the Belgian constitution recognizes the 
German community as one of three cultural–linguistic communities, and it does not 
have a special relationship to the Belgian state. The German community (unlike the 
French and Flemish communities) has no constitutional shared rule and its status is 
subject to simple majorities (not supermajorities) in both national chambers. 
However, the status of the German community is integrated in the Belgian 
constitutional framework.  

Conversely, we treat Scotland, Wales, and Northern Ireland as special 
autonomous regions because each has a unique status that is not specified in an 
overarching set of constitutional norms. Each is regarded as a separate nation with a 
distinct association to the political centre.  
 

                                                 
13 Our notion of special autonomous regions is consistent with the three special arrangements which 
Daniel Elazar defines as associated state, federacy, and home–rule territory—in order of declining 
autonomy. An associated state is an arrangement whereby a larger power and smaller polity are linked 
asymmetrically in a federal relationship in which the latter has substantial autonomy and in return has a 
minimal role in the governance of the larger power; like a confederation it can be dissolved unilaterally 
by either of the parties under pre–arranged terms. A federacy is similar to an associated state in terms of 
internal autonomy, except that, like in federation, the relationship between them can be dissolved only by 
mutual agreement. Finally, home–rule territories have significant powers of self–government, but unlike 
the federacy and the associated state relationships, the central government typically plays an active role in 
some areas of the home–rule territory internal government, such as internal security, judicial matters, and 
economic and monetary matters (Elazar 1997: 398). 
14 Many special autonomous regions do not meet the 150,000 population criterion. They are, in 
descending order of population (latest year available, usually 2006): Aosta Valley (123,978) (Italy); Ceuta 
(76,861) and Melilla (66,871) (Spain); Greenland (57,100) and Faroe Islands (48,500) (Denmark); 
Northwest Territories (42,425), Nunavut (31,127), and Yukon (31,115) (Canada); Åland Islands (26,711) 
(Finland). The following special autonomous regions meet the criterion: Australian Capital Territory and 
Northern Territory (Australia); Corsica (France); Friuli–Venezia Giulia, Sardinia, Sicily, Trentino–Alto 
Adige/Südtirol (Italy); Vojvodina and Kosovo (until 1998) (Serbia); Northern Ireland, Scotland, and 
Wales (UK); and Alaska (until 1958), Hawaii (until 1958) and Washington D.C. (USA).  



Chapter 3: Operationalizing Regional Authority 
 
 

 49

Law making 

We score 0.5 point for each of the following characteristics. Aggregate scores 
range between 0 and 2: 

�x the region is the unit of representation in the legislature; 
�x the regional government designates representatives in the legislature; 
�x the regional government or the regional representatives in the legislature 

negotiate on national legislation affecting the region;* 
�x the regional government or the regional representatives in the legislature 

have veto power over national legislation affecting the region.* 
 

*evaluated if at least one of the first two conditions is met. 

 

Executive control 

�x 0: no routine meetings between central government and the regional 
government; 

�x 1: routine meetings between central government and the regional 
government without legally binding authority; 

�x 2: routine meetings between central government and regional government 
with legally binding authority. 

 

Fiscal control 

�x 0: the regional government is not consulted over the distribution of tax 
revenues affecting the region; 

�x 1: the regional government negotiates with the central government the 
distribution of tax revenues affecting the region, but does not have a veto; 

�x 2: the regional government has a veto over the distribution of tax revenues 
affecting the region. 

 

Constitutional reform 

�x 0: the national government or electorate decides unilaterally on constitutional 
change affecting the region’s position in the national state; 

�x 1: the regional government is consulted on constitutional change affecting 
the region’s position in the national state, but consultation is not binding; 

�x 2: the regional government and the central government co–decide 
constitutional change affecting the region’s position in the national state: 
both have veto power; 

�x 3: the regional government can unilaterally accept or reject constitutional 
change affecting the region’s position in the national state. 
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When asymmetry becomes wide–ranging and widespread, a country may begin 
to resemble a patchwork of special autonomous regions. Is it possible to conceive of 
a polity where all or most regions are special? Between 1993 and 2000, 51 of 89 
subwekty federacii took advantage of a provision in the Russian constitution which 
allowed bilateral arrangements between a subwekt and Moscow. If this practice had 
continued (in 2000 the Duma nullified the provision), Russia would have become a 
conglomerate of special autonomous regions.  

Special autonomous regions often face a sharp trade off between deciding their 
own fate and co–determining that of the country. Australian territories can do a bit 
of the latter, and none of the former. The Azores, Madeira, the Faroe, Greenland, 
Åland, Scotland, Wales, Vojvodina (within Serbia), and the Italian regioni a statuto 
speciale (since 2001) have control over the former, but little to none over the latter. 
Others, such as the Yukon in Canada or the Italian regioni a statuto speciale (until 
2001), have some limited input in their own fate and none in the collective 
framework. Yet others, including Washington D.C. and Corsica, have neither. No 
special autonomous region has both in full measure. 
 
 
3.5  Country scores 
 
We obtain country scores by first calculating a score for each regional tier, and then 
aggregating these scores. Hence the more regional tiers a country has, the higher is 
the country score, all other things equal. Our general principle is that 
decentralization scores are weighted by population. We employ the following 
aggregation rules: 
 

�x  Horizontal asymmetry: Where a tier is composed of regions with different 
 scores, we calculate an average score for that tier by weighing each 
 region’s score by its population.  

�x  Vertical asymmetry: Where lower–level regions exist only in some higher–
 level regions or where scores for lower–level regions vary between higher–
 level regions, we weigh lower–level scores by the population of the higher–
 level regions which they are part of.  

�x  Special autonomy: We weigh special autonomous regions by their 
 population relative to that of the national population.  

 
We present detailed country profiles in appendix 3.1, country and regional 

scores in appendix 3.2, and key primary and secondary sources in appendix 3.3.  
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Abstract 

 
This chapter validates the Regional Authority Index with seven widely used 
decentralization indices in the literature. A principal axis analysis reveals a common 
structure. The major source of disagreement between the Regional Authority Index 
and the other indices stems from the fact that the Regional Authority Index does not 
include local governance whereas most other indices do. Two other sources of 
disagreement concern the treatment of federal versus non–federal countries, and 
countries which have recently regionalized and/or have asymmetrical regions, 
whereby the more fine–grained Regional Authority index captures greater variation. 
The second part discusses content validity of fiscal indicators. 
 
 
Keywords: Convergent validity, content validity, decentralization indicators, fiscal 
indicators, fiscal federalism, regionalization, decentralization 
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4  Validation of the Regional Authority Index 
 
 
4.1  Introduction 
 
The purpose of this chapter is to validate the Regional Authority Index. One could 
distinguish between two reasons for assessing (internal) validity of measurements. 
First, by validating measurements, commonalities come to the fore. In how far do 
the measures measure the same? This is how assessing (internal) validity is usually 
understood. Another reason, however, may lie in exploring differences between 
measurements. When do measures of the same concept disagree? The answer to this 
question reveals information which might be helpful in deciding when or how to use 
one or the other measurement. In this chapter the validity of the Regional Authority 
Index is assessed by looking at the commonalities as well as the differences between 
the Regional Authority Index and other, widely used, regionalization and 
decentralization indices. 

Three types of indices exist: indices measuring institutional decentralization/ 
regionalization, indices of fiscal decentralization/regionalization or indices that 
combine institutional and fiscal components. Institutional indices have been 
developed by Mohammad Arzaghi and J. Vernon Henderson (2005), Dawn Brancati 
(2006), Liesbet Hooghe and Gary Marks (2001), Jan–Erik Lane and Svante Ersson 
(1999), Arend Lijphart (1999) and Daniel Treisman (2002). Fiscal indices have been 
introduced by Dietmar Braun (2000), Frank Castles (1999), Dan Stegarescu (2005a), 
Jean–Philippe Meloche, François Vaillancourt and Serdar Yilmaz (2004), Robert 
Ebel and Serdar Yilmaz (2002), Ruben Enikolopov and Ekaterina Zhuravskaya 
(2007), and Wallace Oates (1972). Some authors combine the two types into one 
index, as does Jaap Woldendorp, Hans Keman and Ian Budge (2002).  

Despite the abundance of indices, there is little systematic comparison of their 
validity (an important exception is Rodden (2004)). This chapter focuses on two 
types of validity (Ray 2007; Bollen 1989)1:  

 
�x Convergent validity assesses whether a given indicator is empirically 

associated with other indicators that conform to theoretical expectations: it 
involves comparing alternative measures of the same concept or comparing 
measures of different concepts (Ray 2007: 12). Measurements of the same 
concept, in our case, decentralization, should converge, that is, they should 
correlate across a given set of cases.  

�x Content validity assesses the degree to which an indicator captures the 
content of the measured concept (Adcock and Collier 2001: 537). This is a 
“qualitative type of validity where the domain of the concept is made clear 

                                                 
1 Bollen (1989) and Ray (2007) distinguish between four types of validity. In addition to the two 
mentioned types of validity they identify criterion validity and construct validity. Criterion validity 
“involves the comparison of a measure with some other generally accepted measure of the same concept” 
(Ray 2007: 12). A given measure is compared to a  ‘golden standard’. Since there is no ‘golden standard’ 
for decentralization, criterion validity cannot be assessed. Construct validity “assesses whether a measure 
relates to other observed variables in a way that is consistent with theoretically derived predictions” 
(Bollen 1989: 188). Construct validity is not assessed because theoretically derived predictions relating to 
the effects of regionalization and decentralization are imprecise.  
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and the analyst judges whether the measures fully represent the domain” 
(Bollen 1989: 185). Testing for content validity “does not involve the 
comparison of a measure with any other quantitative data, and can be 
employed even before any data is collected” (Ray 2007: 12). Content 
validity means that scholars agree on the definition of decentralization, or 
agree on how decentralization can be broken down into different types of 
decentralization. The measurements may differ in their ‘content’ because 
different theoretical assumptions underly them. 

 
I assess convergent validity for the Regional Authority Index by comparing the 

index with seven institutional–type regionalization and decentralization indices 
commonly used in the literature. I do not use fiscal indices to examine convergent 
validity of the Regional Authority Index because there are major caveats with 
respect to content validity. I point out two caveats with conceptualizing and 
operationalizing fiscal decentralization.  

In the next section, I introduce and compare seven institutional measures. Can 
decentralization be conceived as a single, continuous dimension? What is the 
common structure underlying these measures? I then test several hypotheses for 
explaining variation among the different measures, and I analyze the strongest cases 
of disagreement in greater detail. In the last section, I examine the content validity of 
fiscal indicators of decentralization. 
 
 
4.2  Decentralization indices 
  
I conceive of decentralization as a single, continuous dimension ranging from 
centralization in which the central government monopolizes decision–making 
authority to decentralization in which subnational governments have extensive 
decision–making authority that falls short of a monopoly over authority. It is 
important to note that this is a simplification. Some authors differentiate among 
vertical vs. horizontal decentralization, or decentralization with respect to decision–
making, appointment, electoral, fiscal or personnel (Treisman 2002), or between 
fiscal, political and administrative decentralization (Schneider 2003). 

The Regional Authority Index is consistent with these understandings in that it 
too is composed of different components: institutional depth, policy scope, fiscal 
autonomy, representation, and law making, executive control, fiscal control and 
constitutional reform. However, the Regional Authority Index differs from some 
(but not all) indices in that it focuses on regional tiers, i.e. the intermediate tiers with 
a minimum average jurisdictional population size of 150,000. Several 
decentralization indices that I discuss here consider the dispersion of power across 
all subnational tiers, thus including the local tier, and sometimes they also include 
dispersion of power to interests groups (i.e. corporatism). 

I compare the Regional Authority Index with the following indices:  
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Arzaghi and Henderson (2005)2 
These authors present a “nuanced index of ‘institutional’ decentralization, or 
effective federalism” (Arzaghi and Henderson 2005: 1176) which they construct by 
assessing fiscal, political, and administrative responsibilities of subnational 
government. This index is an average of six indicators, each of which ranges from 0 
to 4: 

�x Unitary (0) or federal (4) government structure;  
�x Election of a regional executive: no (0) or yes (4); 
�x Election of a local executive: no (0) or yes (4); 
�x Ability of the center to suspend lower levels of government or to override 

their decisions: no (4) or yes (0);  
�x Revenue raising authority of lower level governments: no (0), limited (2) or 

full (4); 
�x Revenue sharing: no (0), limited (2) or full (4). 
The dataset consists of scores for five–year intervals between 1960–1995 for 16 

European and OECD countries that overlap with the Regional Authority Index 
dataset.3 
 
 
Brancati (2006) 
This index measures political decentralization, which is understood as the vertical 
division of authority among subnational levels of government that have independent 
decision–making power over at least one issue area. 

The index consists of three components, which together construct a scale 
ranging from 0 to 5: 

�x Subnational elections: 1 point when there are subnational elections; 
�x Subnational legislative control over policies: 1 point each for tax authority, 

education and public order/police; 
�x Subnational veto over constitutional amendments: 1. 
The dataset consists of 40 European, Balkan and OECD countries4, for the years 

1985–2000.5  
 
 

                                                 
2 The dataset, from which the Arzaghi and Henderson (2005) scores are derived, was kindly provided by 
Christine A. Kearney. 
3 Australia, Canada, France, Germany, Greece, Hungary, Italy, Japan, the Netherlands, Poland, Romania, 
Russian Federation, Spain, Turkey, United Kingdom, and the USA. 
4 Australia, Austria, Belgium, Bosnia and Herzegovina, Bulgaria, Canada, Croatia, Cyprus, the Czech 
Republic, Denmark, Estonia, Finland, France, Germany, Greece, Hungary, Iceland, Ireland, Italy, Japan, 
Latvia, Lithuania, Luxembourg, Macedonia, the Netherlands, New Zealand, Norway, Poland, Portugal, 
Romania, Russian Federation, Serbia and Montenegro, Slovakia, Slovenia, Spain, Sweden, Switzerland, 
Turkey, United Kingdom, and the USA. 
5 Seventeen country scores were provided by Brancati (2006) herself (i.e. Belgium, Bosnia and 
Herzegovina, Canada, Estonia, Finland, Greece, Lithuania, Norway, Poland, Romania, Slovenia, Spain, 
Sweden, Switzerland, Turkey, United Kingdom, and the United States). Twenty–three countries were 
scored by the author on the basis of information provided by Brancati in personal communication. 
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Hooghe and Marks (2001) 
The Hooghe and Marks index is the only of seven which focuses on regional 
autonomy—rather than decentralization—within a country. This is an additive index 
of four components, ranging between 0 and 12: 

�x Constitutional federalism (0–4), which taps constitutional or legal 
provisions relating to regional government in the state. One point is 
assigned for each of the following characteristics (Hooghe and Marks 2001: 
194): 

�ƒ Existence of a functioning regional tier of government; 
�ƒ Extensive authoritative competencies, including control over two or 
more of the following: taxation; police; education policy (including 
tertiary education); cultural policy; transport and communications policy; 
economic development; local government; and determination of regional 
political institutions (e.g., administrative hiring, budget process, timing of 
regional elections); 
�ƒ Specific regional competencies that are constitutionally guaranteed; 
�ƒ A federal state in which constitutional change is co–decided by the 
central state and regions. 

�x Special territorial autonomy (0–2), which refers to constitutional or legal 
provisions for home rule in special territories. The score is derived by 
multiplying the score for the extent of authoritative competencies in a 
special territory with a score that varies by the relative population size of 
the special territory, so that larger special territories weigh more heavily on 
the country score (Hooghe and Marks 2001: 200): 

�ƒ Scope of competencies:  
�•  0.5 = weak competencies;  
�•  1 = extensive competencies (see the list above). 

�ƒ Population coverage: 
�•  1 = less than 10 percent of the population;  
�•  2 = more than 10 percent of the population. 

�x Role of regions in central government (0–4), whereby the authors 
distinguish between legislative and executive power sharing: 

�ƒ Legislative power sharing, if there is a chamber in the national 
legislature composed of representatives of regional governments or 
parliaments: 

�•  0 = no chamber in the national legislature composed of 
representatives of regional governments or parliaments; 

�•  1 = chamber without wide–ranging veto power;  
�•  2 = chamber with wide–ranging veto power. 

�ƒ Executive power sharing: 
�•  0 = no regular intergovernmental meetings between central state and 

regional executives; 
�•  1 = regular meetings without authority to reach binding decisions;  
�•  2 = regular meetings with authority to reach binding decisions. 

�x Regional elections (0–2): 
�ƒ 1 = the regional assembly is indirectly elected; 
�ƒ 2 = the regional assembly is directly elected. 
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The dataset covers 14 West–European countries6, with for each country four 
time–points of evaluation: 1950, 1970, 1990 and 2000. 

 
 

Lane and Ersson (1999) 
This is an index of decentralization which is understood as “the territorial location of 
public decision and implementation functions at various levels of government” 
(Lane and Ersson 1999: 207).  

The index consists of four discrete components for a total of 10 points: 
�x Extent of federalism (0–3); 
�x Special territorial autonomy (0–2); 
�x Functional autonomy (0–2); 
�x Local government discretion (0–3). 

The dataset contains scores for 18 West–European countries7, and has one data 
point capturing decentralization in the post–Second World War period8. 

 
 

Lijphart (1999) 
Lijphart measures federalism and decentralization which he conceives as one 
dimension. The index consists of five ordinal categories which construe a scale that 
ranges from 1 to 5: 

�x 1 = unitary and centralized; 
�x 2 = unitary and decentralized; 
�x 3 = semi–federal; 
�x 4 = federal and centralized; 
�x 5 = federal and decentralized. 

This dataset consists of 36 countries, of which 24 West–European and OECD 
countries overlap with the Regional Authority Index.9 There is one score which is an 
average evaluation of the post–Second World War period.10 
 
 
Treisman (2002) 
Treisman focuses on decentralization, and he measures different types: vertical, 
decision–making, appointment, electoral, fiscal and personnel decentralization.11 

                                                 
6 Austria, Belgium, Denmark, Finland, France, Germany, Greece, Ireland, Italy, the Netherlands, 
Portugal, Spain, Sweden and the United Kingdom.  
7 Austria, Belgium, Denmark, Finland, France, Germany, Greece, Iceland, Ireland, Italy, Luxembourg, 
the Netherlands, Norway, Portugal, Spain, Sweden, Switzerland and the United Kingdom. 
8 The authors do not refer to a precise time point but since their book concerns the 1945�F1995 period it is 
reasonable to assume that they consider scores to be an average for this time period.  
9 Australia, Austria, Belgium, Canada, Denmark, Finland, France, Germany, Greece, Iceland, Ireland, 
Italy, Japan, Luxembourg, Malta, the Netherlands, New Zealand, Norway, Portugal, Spain, Sweden, 
Switzerland, United Kingdom and the USA.  
10 Lijphart (1999) presents average scores for the years 1945 to 1996. 
11 Vertical decentralization is operationalized as the number of tiers in a country (Treisman 2002: 5 and 
14). The Pearson correlation with the Regional Authority Index is 0.546 (p < 0.01; N = 38). Appointment 
decentralization is conceptualized as the extent to which executive appointments are made by actors at the 
same (or lower) tier, rather than from above (“for each appointment that was made by an actor at a higher 
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Decision–making decentralization comes closest to the definition of decentralization 
used in this chapter, and I therefore use it to validate the Regional Authority Index. 

An index of decision–making decentralization can be made by summing three 
components of decentralization identified by Treisman, which creates a scale 
ranging from 0 to 312: 

�x Weak autonomy = 1: the constitution reserves to subnational 
legislatures the exclusive right to legislate on at least one specific 
policy area or if subnational legislatures have residual authority; 

�x Residual autonomy = 1: the constitution gives subnational legislatures 
the exclusive right to legislate on policy areas not specifically assigned 
in the constitution; 

�x Subnational veto = 1: there is a regionally–elected upper chamber that 
has the constitutional right to block legislation. 

The dataset covers 41 European, Balkan and OECD–countries13, and the scores 
reflect the situation in the mid–1990s. 
 
 
Woldendorp, Keman and Budge (2000) 

Their autonomy index measures “how independent the non–central units of 
government are as regards policy making” (Woldendorp, Keman and Budge 2000: 
35). The autonomy index consists of four components, which combine in a scale 
from 0 to 8. 

 

                                                                                                                   
tier, one point is assigned for each tier that the appointer was above the appointee” Treisman 2002: 17). 
Electoral decentralization is operationalized as the extent to which subnational officials are elected 
(“percentage of subnational tiers at which the executive was chosen by direct election or selected by a 
directly elected legislature” Treisman 2002: 18). Appointment and electoral decentralization appear to 
have affinity with the representation dimension of the Regional Authority Index, i.e. executive and 
assembly, respectively. The Pearson correlations are low: –0.144 (not significant; N = 38), respectively 
0.215 (not significant; N = 39). Fiscal decentralization is the share of subnational government in total tax 
revenues or the share of subnational government in public expenditures. Both are fiscal indicators, and as 
I argue below, they raise important concept validity concerns. Personnel decentralization is the share of 
subnational governments in total government administration employees (Treisman 2002: 19). The 
Pearson correlation between this indicator and the Regional Authority Index is 0.562 (p < 0.01; N = 32). 
12 The decision to sum three types of decision making decentralization is mine. Treisman is reluctant to 
combine the various measures of decentralization into a single index. For example, he notes that “the 
right of subnational actors to interfere in central legislative decisions will not necessarily coincide with 
their autonomy from central interference, so it makes more sense to use [the] different types of indicators 
separately than to combine them” (2002: 9–10). This is a defensible position, theoretically or empirically, 
it is perfectly possible that these different decentralization rights not coincide. The starting point in this 
chapter, and in the dissertation as a whole, is that decentralization is a multifaceted phenomenon which is 
best captured by combining measures of diverse components. The Regional Authority Index introduced in 
this dissertation differentiates between self–rule and shared rule, and these concepts resemble Treisman’s 
notions of subnational autonomy from central interference and subnational actors right to interfere in 
central legislative decisions respectively. Just as the Regional Authority Index is a summation of self–rule 
and shared rule, it seems sensible to combine the two indicators of decision–making decentralization into 
a single measure. 
13 Albania, Australia, Austria, Belgium, Bosnia and Herzegovina, Bulgaria, Canada, Croatia, Cyprus, the 
Czech Republic, Denmark, Estonia, Finland, France, Germany, Greece, Hungary, Iceland, Ireland, Italy, 
Japan, Latvia, Lithuania, Luxembourg, Macedonia, Malta, the Netherlands, New Zealand, Norway, 
Poland, Portugal, Romania, Russian Federation, Slovakia, Slovenia, Spain, Sweden, Switzerland, Turkey, 
United Kingdom, and the USA.  
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�x Central fiscalization (0–2)14: 
2: if a country has a degree of fiscal centralization lower than 75%; 
1: if a country has a degree of fiscal centralization between 75% and 90%; 
0: if a country has a degree of fiscal centralization equal to or more than 
90%. 
�x Regional autonomy (0–2): 
2: if regional autonomy is formally laid down (as is the case in federalist 
states); 
1: if the country is a semi–federalist system; 
0: neither. 
�x Centralization (0–2): 
2: if the state is not considered to be centralized; 
1: is the state is considered to be medium centralized; 
0: if the state is considered to be highly centralized. 
�x Local government autonomy (0–2): 
2: if three conditions are met: local government is mentioned in the 
constitution, its autonomy is recognized, and it is guaranteed own 
representation; 
1: if one of these conditions is met; 
0: all other cases. 

The dataset contains 37 European, Balkan and OECD–countries15, and there is 
one time–point of evaluation which reflects the post–Second World War period.16  

 
 

4.3  Factor analysis 
 
To see whether these diverse measures of a single concept—decentralization—have 
a common structure, a principal axis analysis is employed (Marks, Hooghe, 
Steenbergen and Bakker 2007).17 Since the number of countries for which we have 
scores differs per decentralization index, I perform four separate factor analyses so 
that I can maximize the number of cases.  

The factor analyses in table 4.1 reveal that the indices do indeed have a common 
structure. In each analysis, the principal axis has an eigenvalue well above one, and 
the explained variance is 75% or more. The Regional Authority Index measure loads 
strongly on the principal axis in all four analyses. Lijphart’s and Hooghe and 
Marks’, and to a lesser extent Brancati’s and Treisman’s measure also load heavily 
on the principal axis. 

                                                 
14 The operationalization of central fiscalization diverges somewhat from the one published in 
Woldendorp, Keman and Budge (2000). The adjustments were made after communication with Hans 
Keman and Jaap Woldendorp. 
15 Australia, Austria, Belgium, Bulgaria, Canada, the Czech Republic, Denmark, Estonia, Finland, 
France, Germany, Greece, Hungary, Iceland, Ireland, Italy, Japan, Latvia, Lithuania, Luxembourg, 
Macedonia, Malta, Netherlands, New Zealand, Norway, Poland, Portugal, Romania, Russian Federation, 
Slovakia, Slovenia, Spain, Sweden, Switzerland, Turkey, United Kingdom and the USA. 
16 The authors do not specify a particular time point, but since their book covers the 1945–1998 time span 
it seems reasonable to assume that their scores average the situation for the duration of this time period. 
17 The Pearson correlations between the decentralization indexes are given in appendix 4.1. 
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Table 4.1: Factor analyses of seven decentralization indices and the Regional 
Authority Index 

Decentralization index Factor 
analysis I 

Factor 
analysis II 

Factor 
analysis III 

Factor 
analysis IV 

Regional Authority Index 0.996 0.934 0.920 0.910 

Arzaghi and Henderson (2005) 0.748 �F �F �F 

Brancati (2006) 0.771 0.840 0.917 0.906 

Hooghe and Marks (2001) 0.945 0.924 �F �F 

Lane and Ersson (1999) 0.809 0.740 �F �F 

Lijphart (1999) 0.894 0.923 0.931 �F 

Treisman (2002) 0.824 0.884 0.869 0.906 

Woldendorp, Keman, and Budge 
(2000) 

0.920 0.789 0.874 0.866 

N 7 14 23 36 
Eigenvalue 6.017 5.232 4.072 3.209 

Explained Variance 75% 75% 81% 80% 

Notes: All indices are standardized. Shown are the factor loadings resulting from a principal axis analysis. The 
following time periods are compared with each other: Regional Authority Index (average for 1950–2006); 
Arzaghi and Henderson (average score of eight, five–year intervals between 1960–1995); Brancati (one score 
for 1985–2000); Hooghe and Marks (average of four time points: 1950, 1970, 1990, 2000); Lane and Ersson 
(one score for 1945–1995); Lijphart (one score for 1945–1996); Treisman (one score for the mid–1990s); 
Woldendorp, Keman, and Budge (one score for 1945–1998). 

 
 
4.4  Sources and cases of disagreement 
 
In this section, I explore the sources of disagreement between the decentralization 
indexes and I pay close attention to the most important cases of disagreement.  

The decentralization indices can be considered as expert judgments. As can be 
seen from the description of the indices, each expert uses her/his own criteria. 
Although there are commonalities in these criteria, there are also many differences. 
Furthermore, experts differ in their level of knowledge for different countries. One 
may hypothesize that this all leads to different evaluations of subnational autonomy 
in countries.  
 
 
 



Chapter 4: Validation of the Regional Authority Index 
 
 

 60

4.4.1  Sources of disagreement 
 
To explore the structure of disagreement between the Regional Authority Index and 
the other measures, the Regional Authority Index is regressed on each 
decentralization index.18 By exploring the residuals from regressing the Regional 
Authority Index on one of the other decentralization indices one can see when the 
measures disagree. I am interested in systematic sources of bias or error—not in 
random error. Where can we expect to observe larger residuals, that is to say, where 
can we expect the scores of the Regional Authority Index to differ systematically 
from one of the other indices? 
 
 
4.4.2 No regional tier 
 
One major difference between the Regional Authority Index and all but one of the 
alternative seven indices is that the Regional Authority Index only captures 
intermediate regional tiers, not local government. The Regional Authority Index also 
excludes regional tiers with an average population size below 150,000 people. Six of 
the seven other indices consider local as well as regional government in assessing 
decentralization. So the Regional Authority Index is designed to measure regional 
government, and this, one would expect, is somewhat conceptually distinct from 
decentralization, which the other indices measure.  

It seems reasonable, then, to expect negative residuals for countries which have 
only one subnational government tier, which are countries with local government 
only. That is to say, the Regional Authority Index should under–estimate 
decentralization in countries that have only a local tier.  
 
 
4.4.3 Federal versus non–federal countries 
 
The fine–grained character of the Regional Authority Index allows for capturing 
graduations in the extent of regional autonomy—even in countries with highly 
autonomous regions, such as federal countries. This is different from most indices, 
which usually employ a sharply discontinuous measure, sometimes simply 
dichotomous, that distinguishes federal from non–federal countries. Lijphart, for 
example, assigns all federal countries a score of 5 whereas only Austria scores a 4.5. 
All federal countries, except Austria, thus receive the highest score while non–
federal countries are allowed to have more differentiated scores (between 1, 2, and 
3).  

The Regional Authority Index is more sensitive to variation within the federal 
category: the range among federal countries is 14, from about 17 (Austria and the 
Russian Federation) to almost 30 (Germany) up to about 31 (Bosnia and 
Herzegovina). This range is about the same as it is for non–federal countries which 
vary between 0 (multiple countries) to about 14 (the Netherlands and Sweden).  

                                                 
18 The approach is similar to the one developed by Marks, Hooghe, Steenbergen and Bakker (2007) in 
cross–validating several measures of party positioning.  
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Other indices, however, work exactly the opposite way: they tend to treat the 
non–federal countries more as a homogenous group and allow more variation among 
the federal countries. Treisman’s measure, for example, gives only six out of 33 
non–federal countries a score higher than zero, whereas all eight federal countries 
score between 1 and 3.  

Differential sensitivity in measurement should produce systematic differences in 
scoring. That is to say, for some indices, such as Lijphart’s, one would expect the 
residuals with the Regional Authority Index to be larger for federal countries than 
for non–federal countries. Conversely, for other indices such as Treisman’s, the 
residuals should be smaller for federal countries and larger for non–federal ones.  

These different biases in scoring become apparent when one compares, for each 
index, means, standard deviations and ranges for federal with those for non–federal 
countries (see table 4.2). All decentralization indices are able to differentiate 
between federal and non–federal countries, i.e. the mean score for non–federal 
countries is significantly different from the mean for federal countries. This means 
that all decentralization indices pick up between–group differences.  

But not all measures are equally suited to capture within–group differences. The 
ratio measure in table 4.2 gives a sense of this. The ratio is calculated by dividing 
the standard deviation of federal countries by that of non–federal countries. A ratio 
larger than one indicates that the decentralization index is biased to capturing 
variation among federal countries, a ratio smaller than one indicates the opposite. 
One can see that the Regional Authority Index, Arzaghi and Henderson and 
Woldendorp, Keman and Budge differentiate equally between countries within each 
group. Hooghe and Marks and Lijphart tend to treat the federal countries as a 
homogenous group whereas Brancati, Lane and Ersson and Treisman tend to treat 
non–federal countries as a homogenous group.  

One may expect differences in scoring to lead to negative residuals 
(underestimation by the Regional Authority Index) for federal countries for the 
Hooghe and Marks and Lijphart measures whereas it should lead to positive 
residuals (overestimation by the Regional Authority Index) for federal countries for 
the Brancati, Lane and Ersson and Treisman measures.  

 
 
 
4.4.4 Asymmetry and regionalizing 
 
A last source of disagreement might be expected for countries that, for some reason 
or another, are complicated to evaluate. This may be so when a country has 
asymmetrical regions which depart from the general country pattern, or when 
decentralization in a country has been in flux recently. The vertical state structure is 
not necessarily uniform within a single country at a certain point in time and across 
time. A country might have a special autonomous region which has more autonomy 
than other subnational units, for example Grønland and the Færøerne in Denmark 
and Åland in Finland. There might also be differences between units of the same 
subnational tier. Examples are the historic communities versus the other autónomas 
communidades in Spain and the special statute regions versus the ordinary regions in 
Italy.  
 



C
ha

pt
er

 4
: V

al
id

at
io

n 
of

 th
e 

R
eg

io
na

l A
ut

ho
rit

y 
In

de
x 

   
62

 T
ab

le
 4

.2
: C

om
pa

ris
on

 o
f m

ea
ns

, s
ta

nd
ar

d 
de

vi
at

io
ns

, an
d 

ra
ng

es
 b

et
w

ee
n 

fe
de

ra
l a

nd
 n

on
–f

ed
er

al
 c

ou
nt

rie
s 

fo
r 

ei
gh

t d
ec

en
tr

al
iz

at
io

n 
in

di
ce

s 
(s

ta
nd

ar
di

ze
d)

 

F
ed

er
al

 c
ou

nt
rie

s 
N

on
–f

ed
er

al
 c

ou
nt

rie
s 

R
at

io
 

D
ec

en
tr

al
iz

at
io

n 
in

de
x 

M
ea

n 
S

t. 
de

v.
 

N
 

M
in

 –
 M

ax
 

M
ea

n 
S

t. 
de

v.
 

N
 

M
in

 –
 M

ax
 

 

A
rz

ag
hi

 a
nd

 H
en

de
rs

on
 (

20
05

) 
0.

87
3 

0.
77

6 
5 

–0
.8

92
 –

 1
.4

00
 

–0
.3

97
 

0.
82

5 
11

 
–1

.3
51

 –
 0

.9
42

 
0.

94
1 

B
ra

nc
at

i (
20

06
) 

1.
20

3 
0.

86
3 

9 
–0

.3
18

 –
 2

.6
16

 
–0

.3
49

 
0.

73
6 

31
 

–2
.2

74
 –

 1
.6

38
 

1.
17

3 

H
oo

gh
e 

an
d 

M
ar

ks
 (

20
01

) 
1.

82
9 

0.
32

3 
8 

1.
52

7 
– 

2.
13

1 
–0

.3
05

 
0.

70
0 

48
 

–0
.8

90
 –

 1
.8

29
 

0.
42

3 

La
ne

 a
nd

 E
rs

so
n 

(1
99

9)
 

1.
25

9 
1.

03
3 

3 
0.

66
3 

– 
2.

45
2 

–0
.2

52
 

0.
80

9 
15

 
–1

.1
27

 –
 1

.2
59

 
1.

27
7 

Li
jp

ha
rt

 (
19

99
) 

1.
53

9 
0.

12
8 

6 
1.

27
8 

– 
1.

59
2 

–0
.5

13
 

0.
48

3 
18

 
–0

.9
17

 –
 0

.4
00

 
0.

26
5 

T
re

is
m

an
 (

20
02

) 
1.

39
6 

0.
82

1 
8 

0.
52

5 
– 

2.
84

8 
–0

.3
19

 
0.

72
7 

33
 

–0
.6

36
 –

 1
.6

87
 

1.
12

9 

W
ol

de
nd

or
p et

 a
l. (

20
00

) 
1.

46
8 

0.
69

0 
7 

0.
61

6 
– 

2.
24

3 
–0

.3
42

 
0.

70
9 

30
 

–1
.5

54
 –

 0
.6

16
 

0.
97

3 

R
eg

io
na

l A
ut

ho
rit

y 
In

de
x 

1.
47

7 
0.

54
7 

9 
0.

89
6 

– 
2.

34
0 

–0
.4

09
 

0.
65

2 
33

 
–1

.0
30

 –
 1

.4
52

 
0.

83
9 

N
ot

es
: T

he
 r

at
io

 s
co

re
 is

 o
bt

ai
ne

d 
by

 d
iv

id
in

g 
th

e 
st

an
da

rd
 d

ev
ia

tio
n 

fo
r 

fe
de

ra
l c

ou
nt

rie
s 

by
 t

he
 s

ta
nd

ar
d 

de
vi

at
io

n 
of

 n
on

–f
ed

er
al

 
co

un
tr

ie
s.

 A
 r

at
io

 
of

 m
or

e 
th

an
 1

 in
di

ca
te

s 
th

at
 f

ed
er

al
 c

ou
nt

rie
s 

va
ry

 m
or

e 
in

 
th

ei
r 

sc
or

es
 t

ha
n 

no
n–

fe
de

ra
l c

ou
nt

rie
s.

 A
 r

at
io

 s
co

re
 o

f 
le

ss
 t

ha
n 

1 
in

di
ca

te
s 

th
at

 n
on

–
fe

de
ra

l c
ou

nt
rie

s 
va

ry
 m

or
e 

th
an

 in
 t

he
i

r 
sc

or
es

 t
ha

n 
fe

de
ra

l c
ou

nt
rie

s.
 T

he
 f

ol
lo

w
i

ng
 c

ou
nt

rie
s 

w
er

e 
co

ns
id

er
ed

 f
ed

er
al

 f
or

 m
o

st
 o

f 
th

e 
tim

e 
du

rin
g 

th
ei

r 
de

m
oc

ra
tic

 e
xi

st
en

ce
 in

 th
e 

po
st

–S
ec

on
d 

W
or

ld
 W

ar
 p

er
io

d:
 

A
us

tr
al

ia
, A

us
tr

ia
, B

os
ni

a 
an

d H
er

ze
go

vi
na

, C
an

ad
a,

 G
er

m
an

y,
 R

u
ss

ia
n 

F
ed

er
at

io
n,

 
S

er
bi

a 
an

d 
M

on
te

ne
gr

o,
 S

w
itzer

la
nd

 a
nd

 th
e 

U
ni

te
d 

S
ta

te
s.

 



Chapter 4: Validation of the Regional Authority Index 
 
 

 63

Decentralization is a moving target. Subnational tiers may be created or 
abolished, autonomy may be deepened or revoked. In France, for example, the 
régions were institutionalized in 1964 and across time were granted more autonomy. 
How scholars evaluate these differences at a certain point in time may differ, and 
this, one would expect, should lead to variation in scoring. 
 
 
4.4.5 Explaining disagreement 
 
Testing these expectations requires that disagreement is operationalized. I use as 
measure the residuals from regressing the Regional Authority Index on the other 
decentralization indices.  

The first two sources of disagreement—presence or absence of a regional tier 
and federal or non–federal—are operationalized as dummy variables.19 To measure 
asymmetry and dynamic regionalization, I construct an additive index (0–2), 
whereby I allocate a value of 1 to a country that has (had) asymmetric regions20, and 
a value of 1 to a the country that has experienced radical regionalization21 in the 
post–Second World War period. The Regional Authority Index is regressed on the 
decentralization indices and the residuals are subsequently regressed on the sources 
of disagreement variables.22 I begin by considering absolute residuals and than look 
at raw residuals (taking the sign into account).  

The absolute residual analysis in table 4.3 shows that the sources of 
disagreement differ across decentralization indices. The strongest predictor of 
disagreement for Brancati and Treisman is the ‘no regional tier’ variable. The 
federal–non federal variable is effective in explaining disagreement with the 
Treisman index and the asymmetry/regionalized variable explains disagreement with 
the Lijphart variable. None of the factors appeared significantly associated with the  

                                                 
19 No regional tier: whether the country has a regional tier or not (0 = country has a regional tier; 1 = 
country has no regional tier, i.e. Cyprus, Estonia, Iceland, Latvia, Luxembourg, Macedonia, Malta, and 
Slovenia). Federal–non federal: whether the country has been a federal or non–federal country for the 
largest part of the post–Second World War period (since becoming democratic) (0 = non–federal country; 
1 = federal country, i.e. Australia, Austria, Bosnia and Herzegovina, Canada, Germany, Russian 
Federation, Serbia and Montenegro, Switzerland and the United States).  
20 Countries which scored one point: Australia (Territories versus States), Belgium (gemeenschappen 
versus gewesten), Canada (territories versus provinces), Denmark (Færøerne and Grønland versus 
amter), Finland (Åland), Italy (regioni a statuto speciale versus regioni a statuto ordinare), Portugal 
(Açores and Madeira), Spain (Ceuta and Mellila; historic autónomas comunidades versus the other 
comunidades), United Kingdom (Northern Ireland, London Regional Authority, Scotland and Wales 
versus Regions) and the United States (Alaska, Hawaii and Washington D.C. versus states). 
21 The cut–off point of having regionalized is to have had an absolute cumulative change of at least 10 in 
the Regional Authority Index country score over the post–Second World War period. The following 
countries meet this criterion: Belgium, France, Italy, Spain and the United Kingdom. Since most changes 
involve more autonomy, I call this variable ‘regionalized’, though for the United Kingdom there are 
almost as many negative as positive changes (because of the suspension of the parliament of Northern 
Ireland and the abolishment of the counties in Northern Ireland, Scotland, Wales and parts of England). 
This does not need to concern us since the variable should indicate whether there is difference cross–
sectionally and acroess time. Differences increase the likelihood of disagreement.  
22 The Pearson correlations between the sources of disagreement and between the residuals of the 
different decentralization indices are given in appendix 4.1 (tables 4.1B and 4.1C). 
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residuals for Arzaghi and Henderson, Hooghe and Marks, Lane and Ersson, and 
Woldendorp, Keman and Budge.  

I repeat the same analysis for raw residuals and report the results in table 4.4. 
The most striking result is that all beta–coefficients are negative for the ‘no regional 
tier’ variable which means that the Regional Authority Index systematically 
underestimates subnational autonomy of countries which have no regional tier.  

 
 

4.4.6 Cases of disagreement 
 
It is not only interesting to see what the sources of disagreement are but also whether 
disagreement is caused by certain countries. What are the outliers? I define a ‘case 
of disagreement’ as having a residual score of two standard deviations or more. 
Table 4.5 shows thirteen cases of disagreement involving nine countries.  

The differences in scoring for Cyprus, Finland, Luxembourg and Macedonia can 
be explained by the fact that the Regional Authority Index does not measure local 
government while the other decentralization indices do. But the precise scoring of 
these cases still raises some questions.  

Cyprus and Luxembourg score 1 (out of 3) on the Treisman measure since the 
constitution of these countries reserves to subnational legislatures the exclusive right 
to legislate in at least one specific policy area. For Luxembourg this is birth, 
marriage, and death certificates23 and for Cyprus it is town planning.24 This kind of 
scoring leads to some curious bedfellows: Australia and Russia also score 1 on 
Treisman’s index, and yet it would be difficult to sustain that the states of Australia 
and the federacii subwekty in the Russian Federation have the same autonomy as the 
municipalities in Cyprus and Luxembourg. Treisman’s index, then, may not be 
discriminatory enough to tap the full range of variation in decentralization.  

A similar observation could be made for the Macedonian score on Brancati’s 
index. Macedonia scores 3 out of 5, because local governments have authority over 
taxation (+1) and education (+1) and they have an elected assembly (+1). However, 
the 1995 Law on self–government strongly curtailed these powers as Brancati notes 
herself.25 Macedonia’s score of 3 ranks on par with the regioni in Italy, the 
autónomas communidades in Spain, the Australian states, the Russian federal 
subjects and the Belgian gemeenschappen/gewesten.  

Woldendorp, Keman and Budge give Macedonia a score of 4 (out of 7). The 
score reflects that local government is mentioned in the constitution in combination 
with independent rights and its own representative body (+2 points) and that fiscal 
centralization is lower than 75% (+2 points). The latter part of the scoring is 
contested by several more recent studies which highlight the limited tax autonomy 
of Macedonian local governments. Woldendorp, Keman and Budge measure fiscal 
centralization as “Central Government Revenues as a % of General Government” 
(2000: 32–38) which is for Macedonia 44% (meaning that the local governments 
collect 66% of general government revenue). Financial governmental data for 
Macedonia is hard to find but the new Law on Local Government Finance (2002) 

                                                 
23 Art. 108 (dataset from Treisman). 
24 Art. 176 (dataset from Treisman). 
25 Data provided by Brancati (pers. comm.).  
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Table 4.5: Cases of disagreement between the Regional 
Authority Index and seven decentralization indices 

Country Sign Decentralization Index 

Belgium + Brancati (2006) 

Belgium + Hooghe and Marks (2001) 

Cyprus – Brancati (2006) 

Cyprus – Treisman (2002) 

Finland – Woldendorp, Keman and Budge (2000) 

Germany + Brancati (2006) 

Germany + Lane and Ersson (1999) 

Luxembourg – Treisman (2002) 

Macedonia – Brancati (2006) 

Macedonia – Woldendorp, Keman and Budge (2000) 

Poland – Arzaghi and Henderson (2005) 

Serbia and Montenegro + Brancati (2006) 

Sweden + Hooghe and Marks (2001) 

Notes: A case of disagreement is defined as having a residual of above two standard 
deviations. The sign of the residual is also given. A positive sign signifies 
overestimation and a negative sign signifies underestimation of the Regional 
Authority Index. There are no cases of disagreement between the Regional Authority 
Index and Lijphart’s (1999) measure. 

 
assigns the levy of various taxes on property to local government units together with 
3% of the personal income tax and access to an equalisation fund equal to 3% of 
value added taxes (Davey 2004). Local governments share in government 
expenditures as a percentage of general government expenditures was 7% in 2003 
(Davey 2004). In light of this data the scoring of Macedonia by Woldendorp, Keman 
and Budge is questionable for the post–2000 period but appears plausible for the 
1991–1998 period (but see Todorovski 2001 for the late 1990s).  

The higher score for Finland for Woldendorp, Keman and Budge has to do with 
the fact that the Regional Authority Index does not measure local government. 
Finland scores high on subnational autonomy, a component of the Woldendorp, 
Keman and Budge measure, which brings it on par with the Scandinavian as well as 
with the federal countries. Unlike its Scandinavian neighbors, Finland had no 
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significant regional (or county) level of government before 1993, which is why the 
Regional Authority Index underestimates decentralization in Finland but not in the 
other Scandinavian countries.  

A case where the source of disagreement lies in a different definition of the 
boundaries of the country is Serbia and Montenegro which is scored relatively lower 
on decentralization by Brancati than the Regional Authority Index. The main reason, 
it appears, is that Brancati focuses primarily on Serbia during 1985–2000, while the 
Regional Authority Index considers Serbia and Montenegro as a unit.26  

Three cases of disagreement concern differences in whether particular tiers are 
included or excluded.  

The first is Belgium, which Hooghe and Marks give a lower score than the 
Regional Authority Index in 1970 and in 1990. The main reason for this 
disagreement is that Hooghe and Marks focused on one government tier—the most 
autonomous tier at a given time point—rather than on all intermediate tiers. In 1970, 
the most autonomous tier consisted of the provinces, and by 1990—their next time 
point—it was the communities. The Regional Authority Index, on the other hand, 
evaluates all intermediate tiers of government present at any time point. Belgium is 
also a case of disagreement with the Brancati measure. The main reason is that 
Brancati also focused on one tier of government, namely the regions/communities 
but not the provinces. This results in a lower scoring by Brancati. 

A third case of divergence, also with the Hooghe and Marks measure, is Sweden 
which is scored higher by the Regional Authority Index in 1950 and 1970. Hooghe 
and Marks consider the county governments in the Scandinavian countries as local 
and do not include them because their measure concerns regional autonomy. Hooghe 
and Marks therefore do not include the län in Sweden whereas the Regional 
Authority Index does27, resulting in a lower scoring by Hooghe and Marks. 

The remaining disagreements cannot be reduced to the local government factor, 
to country definition or to inclusion/exclusion of particular tiers.  

A first and second case of divergence is Germany, which Lane and Ersson and 
Brancati score significantly lower on decentralization than the Regional Authority 
Index. Lane and Ersson give Germany 4 (out of 10), which places Germany at the 
same level as Denmark, Finland and the Netherlands. The main reason for this is 
Lane and Ersson’s unusually expansive operationalization of decentralization: not 
only does it include local governance (+3 for Denmark and Finland), but also 
functional, neo–corporatist autonomy (+2 for the Netherlands).  

Brancati scores Germany 3 (out of 5) as she estimates that the Länder do not 
have control over public order/police (–1) and constitutional amendments do not 
require Länder approval (–1). Both coding decisions are contestable. Public 
order/police is actually a concurrent power (Watts 1999; Swenden 2006; and 
appendix 3.1). On constitutional change, Länder approval of constitutional 
amendments is indispensable due to their dominance in the Bundesrat (appendix 

                                                 
26 The other decentralization indexes do not include Yugoslavia and/or Serbia and Montenegro for the 
time period in question. 
27 The upper chamber with län representation was abolished in 1971 and the Regional Authority Index 
score decreases for subsequent time periods. Therefore the time points 1990 and 2000 do not lead to a 
case of disagreement. 
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3.1). Brancati does not measure shared power exercised via an upper chamber but 
the Regional Authority Index does.  

Another case of disagreement with the Brancati measure concerns Cyprus. 
Brancati scores Cyprus 3 out of 5, while the Regional Authority Index scores it 0. 
The disagreement lies in the operationalization of decentralization. Closer 
examination shows that Brancati includes consociational arrangements laid down in 
the Constitution which decentralize authority to the Greek and Turkish Communities 
while the Regional Authority Index excludes decentralization to non–territorial 
actors.  

A fourth and final case of disagreement is Poland which Arzaghi and Henderson 
score higher than the Regional Authority Index. The difference in opinion appears to 
be whether the central government has the ability to suspend or to override 
subnational decisions. According to Arzaghi and Henderson, the answer is no, and 
so Poland receives a score of 4 instead of 0 for this sub–indicator. The scoring of 
Poland seems to be incorrect. The highest regional tier, the wojedwództwa, have 
gained directly elected councils and more autonomy since the end of communism, 
but their decisions are still subject to central sanctioning (Council of Europe 2000: 
47–48 and Kowalczyk 2000: 228; appendix 3.1). Central control is even greater for 
the lower regional tier, powiaty, and for local government, the gminy, for which the 
central government has the right to override decisions and has the authority to 
suspend the councils (Council of Europe 2000: 46–51; Glowacki 2002: 113–114; 
Okraszewska and Kwiatkowski 2002: 201–202; Kowalczyk 2000: 222–228). 
 
 
4.5  Content validity of fiscal indicators 
 
Fiscal indicators are widely employed as an overall measure of decentralization (see 
for example Braun 2000b; Castles 1999; Fisman and Gatti 2002; Lane and Ersson 
1999; Oates 1972; and Stegarescu 2005b). These indicators are based upon two 
extensively used sources: the Governance Finance Statistics database by the 
International Monetary Fund and Historical and/or National Accounts and/or 
Revenue Statistics of the Organization of Economic Cooperation and Development. 
Many different operationalizations exist but the most broadly used 
operationalizations are the following:  

 
a.  subnational share of total government expenditures;  
b.  intergovernmental grant share (i.e. grants from higher tier 

 governments) as a percentage of total subnational revenue; 
c.  subnational own revenue (i.e. revenues from taxes plus fees and levies)  

 as a percentage of total subnational revenue; 
d.  subnational tax revenue share as a percentage of total subnational  

 revenue; 
e.  subnational tax revenue share as a percentage of total government tax 

 revenue. 
 

One can categorize the different operationalizations in two broad classes: 
expenditure (a and b) and revenue (c, d and e) aggregate fiscal indicators. Both 
classes of fiscal indicators raise two main caveats/problems with respect to content 
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validity. First of all, fiscal indicators do not differentiate very well between 
decision–making authority and the authority to implement28 and, therefore, cannot 
be used to measure subnational decision–making authority. The second caveat is that 
fiscal indicators do not measure effectively differences in subnational 
implementation powers. 

 
Caveat 1: Expenditure and revenue fiscal indicators fail to capture how much 

decision–making authority subnational governments have and do not differentiate 
between decision–making and implementation. 

 
To exemplify this caveat one may differentiate between regulatory policies and 

policies involving the direct expenditure of public funds (Majone 1994). This 
distinction helps us to tell apart policies with a direct bearing on the public budget, 
for example welfare state policies, from policies that are not expensive for 
government budgets but have considerable impact on society through the rules they 
impose, for example civil and criminal law. While the cost of expenditure 
programmes is borne by the public budget, the cost of most regulatory policies is 
borne by citizens and firms (Majone 1994).  

To the extent that regions have control over regulatory policies, expenditure 
fiscal indicators would tell us nothing about decentralization. Imagine two countries, 
one in which subnational governments have the authority to implement expenditure 
policies (country A) and one in which subnational governments have authority 
regarding regulatory policies (country B). An expenditure fiscal indicator will score 
country A higher than country B on subnational decentralization. However, it would 
be wrong to conclude that country A is more decentralized than country B or that 
subnational governments in country A are more autonomous than those in country 
B. In fact, subnational governments in country B might have much more autonomy 
than those in country A since regulatory policies have the capacity to affect society 
deeply.  

Fiscal indicators on the expenditure side are particularly problematic for 
capturing decision–making decentralization, since it does not tell us whether the 
expenditure comes from conditional or unconditional grants, whether the central 
government determines how the money should be spent, whether it sets the 
framework legislation within which subnational governments implement, or 
whether–—indeed–—subnational governments spend the money autonomously 
(Akai and Sakata 2002; Breuss and Eller 2004; Ebel and Yilmaz 2002; Fisman and 
Gatti 2002; Panizza 1999; Sharma 2006).  

The argument can be shown empirically in a scatter plot of the Regional 
Authority Index against the subnational share of total government expenditure (see 
figure 4.1). Subnational governments in Scandinavian countries have the same (or 
higher) shares of total government expenditures than their peers in federal countries. 
To conclude from this that Scandinavian countries are as decentralized as federal 

                                                 
28 The distinction between the authority to decide and the authority to implement is based upon Braun’s 
(2000b) ‘Right to Decide’ and ‘Right to Act’ respectively. “The Right to Decide refers to who may decide 
what will be done (policy formulation and decision–making). The Right to Act refers to who may decide 
on how it will be done (policy implementation)” (Braun 2000b: 29; original italics). 
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Figure 4.1: Subnational expenditure share as a percentage of total 
government expenditures plotted against scores on the Regional Authority 
Index (averages for 1972–2001) 
 
Notes: The Pearson correlation between the two measures is 0.459 (p < 0.01; N = 35). Source: World 
Bank (2006). 

 
countries would be wrong. Subnational governments in Scandinavian countries have 
less decision–making authority over policies, less taxation power, and they do not 
enjoy power sharing.29 The national government decides policies and local and 
regional governments implement them (Rodden 2004).  

One could ‘correct’ the indicator for subnational share by looking at the share of 
intergovernmental grants (Akai and Sakata 2002; Breus and Eller 2004; Oates 1972; 
Stegarescu 2005b). This indicator measures the amount of central government 
involvement in subnational provision of policies. Often a distinction is made 
between conditional (specific) and unconditional (general) grants, whereby it is 
generally assumed that central government involvement is higher with conditional 
grants as a conditional grant ties expenditure to particular strings (conditions) 
imposed by the central government (Shah 2007). But taking the intergovernmental 
grants into account does not solve the problem. Aside from data availability 
regarding unconditional and conditional grants (Rodden 2004), there is the problem 
that intergovernmental grants do not seem to differentiate between federal and non–
federal countries (see figure 4.2), as an one–way Anova analysis as regards to 
average (1972–2001) subnational intergovernmental grant share as a percentage of 
total subnational revenue bears out (N = 35; F: 0.50; p = 0.482)30.  

                                                 
29 Sweden counties (län) were represented in an upper chamber before the 1971 parliamentary reform. 
The data reflect the 1972�í2001 period.  
30 The following countries were considered to be federal Australia, Austria, Belgium, Canada, Germany, 
Russia, Spain, Switzerland and the United States of America. Excluding Belgium and Spain from the 
federal group does not lead to different conclusions (oneway ANOVA analysis: N = 35; F: 1.85, p = 
0.182). 
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Figure 4.2: Intergovernmental grant share as a percentage of total 
subnational government revenue plotted against scores on the Regional 
Authority Index (averages for 1972–2001) 
 
Notes: The Pearson correlation between the two measures is 0.034 (not significant; N = 36). Source: 
World Bank (2006). 

 
Fiscal indicators on the revenue side are not biased against direct expenditure or 

regulatory policies. But they generate their own problems of concept validity. 
Revenue fiscal indicators do not help us figure out whether authorities that can tax 
autonomously can also decide autonomously what to do with the money (Ebel and 
Yilmaz 2002; Marlow 1988; Martinez–Vazquez and McNab 1997; Panizza 1999).  

While the revenue might be collected freely, it may have to be spent on policies 
laid down by the central government. There is no direct, theoretical or empirical, 
link between the authority to collect revenues and the authority to decide and 
implement policies. 

This is apparent in figure 4.3 which plots the average Regional Authority Index 
score for 1972–2001 against the subnational tax revenue as a percentage of total 
government tax revenue (averages for 1972–2001). The correlation is moderate and 
significant (Pearson r = 0.47, p < 0.01, N = 36). But a closer look at individual 
countries reveals that Sweden and Denmark are ranked at the same level as the USA 
and, to a lesser extent, the Russian federation and Switzerland, all three of which are 
federations. The counties in Denmark and Sweden may set the rate of income tax 
within central government parameters (appendix 3.1). But it would be wrong to 
conclude that the subnational tiers in Sweden and Denmark have the same policy 
and institutional autonomy as their peers in the USA, the Russian federation and 
Switzerland.  

The fundamental difference between the subnational tiers in Sweden and 
Denmark and the constituent units in federal countries is that the central government 
retains full decision–making rights regarding tax powers in the former—and can 
unilaterally change the rules if and whenever it so desires—while it is 
constitutionally bound to respect regional tax powers in the USA, Switzerland, and 
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Figure 4.3: Subnational tax revenue share as a percentage of total government 
tax revenue plotted against scores on the Regional Authority Index (averages 
for 1972–2001) 
 
Notes: The Pearson correlation between the two measures is 0.472 (p < 0.01; N = 36). Source: World 
Bank (2006). 

 
arguably even in semi–democratic Russia. Moreover, regional authorities in Sweden 
and Denmark have primarily administrative powers over a broad range of policies 
within a national legislative framework. In the USA, Switzerland and the Russian 
Federation subnational tiers have principal authority over a swathe of policies.31 

 
Caveat 2: Fiscal indicators do not necessarily measure differences in 

implementation authority.  
 
There are two reasons. First, one cannot differentiate whether observed 

differences in fiscal centralization are due to genuine decentralization or whether 
they reflect differences in political economy. The argumentation is given by Oates 
(1972: 199–200):  
 
“… even if there exists an identical allocation of functions among levels of government across two 
countries, their centralization ratios will generally differ if they do not have the same relative expenditure 
patterns on these functions. A country, for example, with an unusually large portion of its resources 
devoted to national defense will have, other things being equal, a relatively high degree of fiscal 
centralization. …. centralization ratios may differ because certain services provided publicly in one 
economy are provided in the private sector in another” 
 

Note that this argument applies to the Regional Authority Index too but that 
fiscal indicators, and especially direct expenditure policies, are vulnerable to this 
problem. In the Scandinavian countries, a large proportion of government 
expenditure is devoted to welfare state policies, and these are often provided by 

                                                 
31 One could extend this argument to the other countries in the dataset. 
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subnational governments. In market–liberal Anglo–Saxon countries, welfare state 
functions tend to be privatized. So a difference in political economy explains higher 
expenditure (and revenue) in Scandinavian countries than in Anglo–Saxon countries 
whereas the allocation of functions among levels of government might be identical. 
The Regional Authority Index is not wholly invulnerable to the risk of conflating 
expenditure with authority, but since it relies on legal documents to gauge the 
allocation of functions rather than fiscal data, it avoids this problem to some extent.  

Second, fiscal measures conflate whether an increase in fiscal numbers is the 
result of a shift in functions or resources between government tiers, or whether it 
simply reflects a change in the size of government activities (Stegarescu 2005a). An 
increase in fiscal decentralization might be due to a relative increase in either the 
volume or the range of public goods provided by subnational governments. In the 
former, authority has not increased; in the latter, it has. Imagine a country in which a 
subnational government provides unemployment benefits. If the following year the 
subnational government provides sickness pay as well as unemployment benefits, 
there will have been an increase in authority. This will coincide, presumably, with 
an increase in subnational expenditure share and/or in an increase in subnational tax 
share (to finance the increased expenditure). However, subnational expenditure (or 
revenue) could also have increased without an expansion of authority, for example, 
if unemployment had increased.  
 
 
4.6  Conclusion 
 
A comparison of the Regional Authority Index with seven decentralization indices in 
the literature shows a great amount of agreement. A single underlying factor 
accounts for about three–quarters of the variance. This is remarkable given the 
diverse ways of operationalizing a fluid concept such as decentralization.  

An analysis of residuals (by regressing the Regional Authority Index on the 
seven decentralization indices) shows that the most consistent source of 
disagreement comes from the fact that the Regional Authority Index focuses on 
regional government to the exclusion of local government, while most 
decentralization indices include local government. A second source of difference 
relates to the sophistication of the measures. The more fine–grained Regional 
Authority Index is able to capture greater variation among both federal and unitary 
countries than most decentralization indices. Finally, countries–on–the–move, which 
have undergone major regionalization/federalization in the post–Second World War 
period, and countries with asymmetrical regions tend to generate more diverse 
scores differ across decentralization indexes than countries with greater architectural 
stability.  

Finally, an analysis of the content validity of fiscal indicators examined the 
shortcomings of fiscal indicators as a measurement of subnational authority or 
decentralization. Two caveats were considered. First, fiscal indicators fail to capture 
whether subnational governments can decide autonomously what to do with the 
money. Second, we cannot tell whether differences in fiscal decentralization is due 
to genuine political decentralization or due to differences in political economy 
and/or a change in the size of government activities. Their value as a proxy for 
decentralization appears therefore limited. 
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Abstract 

 
The postwar Western World has witnessed a broadly unidirectional movement 
towards regional decentralization. Using a dataset with annual measures of regional 
authority in 42 democracies since 1950, I explore regional authority. This chapter 
starts by summarizing causes for regional government under five 
headings�Šfunctionality, identity, democracy, European integration and economic 
development�Šand, subsequently, demonstrates two conditional effects. First, a 
threshold effect which means that countries with population sizes below 3 million 
people do not have regional governments. Second, a federalism effect which states 
that regional reform in federal countries is constrained by a functional upper bound 
and an institutional lower bound. The analysis also finds a time dependent effect, 
namely an increasing influence of identity and democracy. I describe this trend as 
postfunctional. 
 
 
Keywords: regional authority, federalism, regionalization, decentralization 
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5 Understanding Variation in Regional Authority 
 
 
5.1  Introduction 
 
There is a rising interest in processes such as decentralization, regionalization, 
devolution and federalization. Scholars have proposed several explanations for these 
processes. The cases analyzed in Amoretti and Bermeo (2004) and Smith (1995) 
show that (ethnic) minorities and their autonomy demand play a large role in 
reforming federal and regional jurisdictional designs. In the case of eastern and 
central European countries presented in Rose and Traut (2002) and Keating and 
Hughes (2003), the processes of decentralization and regionalization are ascribed to 
processes of democratization and European integration. Sharpe’s (1993) analysis 
draws our attention to a rational–functional explanation which could have led to the 
creation of what he terms mesogovernments. This observation is corroborated by the 
formal analysis of Alesina and Spolaore (2003) which shows that the extent of 
decentralization is (also) constrained according to economic characteristics of public 
goods.  

Whether one or any combination of these factors causes decentralization 
remains unanswered (see also Marks 1997). Comparative, large N–studies such like 
those performed by Oates (1972), Panizza (1999), Stegarescu (2005b) and Treisman 
(2002 and 2006) find evidence for most of the causes of decentralization mentioned 
above. However, these studies are inconclusive in their conclusions and uncertain 
with respect to the relative strength of the hypothesized causes. In this chapter, I 
draw on this and other work to develop a more inclusive take on regionalization.  

The goal of this chapter is to empirically test the hypothesized causes of 
regional government. First, I summarize and discuss the causes for regionalization 
under five headings: functionality, identity, democracy, European integration and 
economic development. I will use the dataset on regional authority introduced and 
validated in chapters 2–4 to test the hypotheses on the causes for regional 
government. Two conditional factors for regional reform are discerned. First, I will 
demonstrate a threshold effect for regional reform by showing that regional 
government is virtually absent in small countries (population threshold). I will also 
illustrate a federalism effect by showing how regional reform over time differs 
between federal and non–federal countries. These two conditional factors go a long 
way in shedding light on the incidence and magnitude of regional reform, but they 
do not satisfactorily explain variation in depth of authority. Hence, I will show that 
functionality (population and area size; government policy portfolio), identity 
(degree of ethnic fragmentation and their political mobilization), democracy 
(democratic duration and democratic openness), European integration (European 
membership and European subsidies) and economic development determine the 
depth of regional authority. Finally, I will present time dependent effects of these 
variables. 

The next section develops hypotheses on when to expect (more or less) regional 
authority. The following sections introduce the dataset and methods used, discuss 
results, and draws conclusions. 
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5.2 Causes for regionalization 
 
In this section I summarize and discuss the (hypothesized) causes for 
decentralization according to five headings: functionality, identity, democracy, 
European integration and economic development. At the end, I deal with possible 
time dependent effects of these causes.  
 
 
5.2.1  Functionality 
 
Two functional causes for regional authority have been hypothesized. First, the 
larger the size of the government policy portfolio, the more regional authority one 
may expect. Second, larger population and area size should lead to more regional 
authority. Each functional cause will be dealt with below. 

The first hypothesized functional cause concerns the government policy 
portfolio. The functional nature of service–oriented governmental tasks, i.e. their 
externalities and scale effects, makes regionalization desirable as some tasks are best 
provided at the regional level (Sharpe 1993a; Hesse 1991; Keating 1995; Tarrow, 
Katzenstein and Graziano 1978; Wright 1998). An externality or spill–over arises 
when a decision produces costs or benefits to people other than those making the 
decision (Tullock 1969). Scale effects occur when additional units of a good or a 
service can be produced with relatively less input costs (Tullock 1969). The optimal 
jurisdictional size from a functional perspective is the one which internalizes 
externalities and reaps benefits of scale. In this view, each policy has its own 
optimal jurisdictional size. 

Especially the growth of the welfare state is thought to have had a regionalizing 
effect as these policies are more service–oriented. However, the externalities and 
scale effects of most policies provided by government (e.g. social, health, education, 
economic development, spatial planning, environment and welfare services) are such 
that they require some degree of decentralization coupled with some centralized 
coordination (see also Shah 2006 and Ahmad, Hewitt, and Ruggiero 1997).  

Thus, it is hypothesized that efficient provision of most policies requires a 
certain degree of decentralization. This leads to another possible functional cause: 
country (population and area) size. Several studies have established that country size 
matters for regional authority (Oates 1972; Prud’homme 1995; Treisman 2002 and 
2006). In most instances the provision of public goods includes fixed costs which 
are independent of the number of taxpayers who pay for and use it. It follows that 
the per capita costs for the tax payer decline as the number of taxpayers increases 
(Alesina and Spolaore 2003). Furthermore, to the extent that larger countries have 
larger jurisdictions, more efficiency gains might be reaped by large countries as 
spillovers of public goods tend to decrease with geographic area (Panizza 1999). 
However, the costs of centralized information, administration, and decision–making 
are likely to increase with the size of the country (Stegarescu 2005b). In other 
words, as population and area size increases, the cost of providing goods at the 
central level increases. But by creating subnational jurisdictions with sufficient 
authority, the costs of increasing scale can be contained while at the same time 
efficiency gains of increasing scale can be maintained.  
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5.2.2.  Identity 
 
Identity may generate pressure for reform via one or two causal mechanisms. First, 
individuals with different preferences may desire heterogeneous mixes of public 
goods (Alesina and Spolaore 2003) and scholars often assume that individuals with 
different ethno–cultural traditions desire heterogeneous mixes of public goods, such 
as education, welfare and economic policy (Braun 2000a; Panizza 1999; Oates 
1972). Second, individuals sharing ethnocultural norms may desire self–rule on 
intrinsic grounds leading to a demand for greater autonomy (Duchacek 1970; Page 
and Goldsmith 1987; Keating 1998; Loughlin 2001). To the extent that ethnic 
minorities are geographically separated, one may expect a strengthened autonomy 
demand as regionalization and federalization may serve as a territorial solution for 
the desire for self–rule (Dikshit 1975; Filippov, Ordeshook and Shvetsova 2004).1 
When ethnic minorities are mixed and scattered, self–rule should be devolved to 
non–territorial governments which, however, are difficult to set up in a world in 
which most governments have authority over a circumscribed territory. Identity 
pressures are usually mediated by political mobilization, e.g. by ethnoregionalist 
parties which demand autonomy (Brancati 2005 and 2006; De Winter, Gómez–
Reino and Lynch 2006; Sharpe 1993b; Urwin 1985; Rokkan 1999; Rokkan and 
Urwin 1983).  
 
 
5.2.3  Democracy 
 
Democracies have higher levels of regional authority than authoritarian regimes 
(Alesina and Spolaore 2003; Treisman 2002). Alesina and Spolaore (2003: 69–79) 
argue that, to the extent that an autocratic dictator is oblivious towards to his 
subjects’ preferences, he can take maximum advantage of economies of scale by 
spreading small amounts of public goods over large populations which pay high 
taxes. A democratic government, which cannot afford to be ignorant towards 
heterogeneous preferences, will invest in activities�Še.g. decentralization�Šthat can 
induce homogeneous preferences within their borders. As the formation of countries 
has been determined largely in a non–democratic world we should observe 
increasing pressure for decentralization and local autonomy with democratization.  

This hypothesis cannot be tested conclusively with a dataset which contains 
only (semi–)democracies and, thereby, introduces a selection bias. However, newly 
established democracies are regionalizing at a higher pace than older democracies as 
they come from a centralized situation (Marks, Hooghe and Schakel 2008). It takes 
some time for newly established democracies to catch up with the older 
democracies.  

As Sharpe (1993a) argues, regionalization may be endorsed as a means for 
promoting democracy by bringing democracy closer to citizens, as happened in the 
Scandinavian countries (Hansen 1993a and 1993b) but also beyond, as in France and 
Italy (Sharpe 1993a). An alternative argument for why democracy and 

                                                 
1 Unfortunately this last (sub)hypothesis cannot be tested as data on the territorial concentration of ethnic 
groups is not available (but see the work of Cederman, Buhaug, and Rød (2006) for interesting research 
regarding geo–referencing ethnic groups).  
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regionalization may go together is that democratic institutions facilitate the political 
mobilization of heterogeneous preferences. As argued above, individuals with 
different preferences may desire heterogeneous mixes of public goods (Alesina and 
Spolaore 2003) and demand decentralization in order to tailor public goods 
according to their preferences. 

 
 

5.2.4  European integration 
 
European Union membership might remove a potential cost on sub–national 
regionalization by providing an overarching framework of rules for economic 
exchange (Marks, Hooghe, and Schakel 2008). When economic rule–making is 
transnational rather than national, existing patterns of trade are insulated from 
reform in the allocation of authority within countries. Shifting authority to a region 
does not then impose economic autarky, and is therefore less costly for the region 
(Marks and Hooghe 2000; Jolly 2006). 

Next to the general effect of EU–membership, the instrument of EU–subsidies is 
thought to enhance subnational mobilization. In order to be successful in obtaining 
EU funds, regional governments might coalesce which empowers them also vis–à–
vis their national government (Jeffery 2000; Marks, Nielsen, Ray, and Salk 1996; 
Hooghe and Marks 2001). Also, it has been hypothesized that national governments 
are pressured to empower subnational authorities in EU cohesion policy (Brusis 
2002; Hooghe 1996). National governments might endow regional governments 
with extra powers which enable them to increase the likelihood that they obtain EU 
funds.  
 
 
5.2.5  Economic development 
 
Economic development might explain regional authority as it becomes affordable to 
decentralize authority to regions (Wheare 1963: 51; Oates 1972: 228–229). Another 
possible explanation is that citizens demand decentralization only at relatively high 
levels of per capita income as the benefits of decentralization can be more fully 
exploited without the disadvantages that tend to be more present in countries at 
lower levels of development (Bahl 1999; Bardhan 2002; Martinez–Vazquez and 
McNab 2003). 
 
 
5.2.6  Time dependent effects 
 
Several authors have pointed out that decentralization and regionalization is a 
relatively recent trend. Marks, Hooghe and Schakel (2008: 6) note that the “frozen 
institutional landscape following World War II” transformed “into a torrent of 
reform” in the 1970s. Mény and Wright (1985: 5) also observed that the 1960s and 
1970s “… saw the introduction of many new institutional and financial 
arrangements…”. The rise of mesogovernment in diverse western European 
countries is linked to the rise of regional ethnic nationalism beginning in the early 
1960s by Sharpe (1993a: 3). Hansen (1993a: 157 and 1993b: 312 and 315) connects 
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the strengthening of county government in Scandinavia with the decentralization of 
welfare state policies (mainly hospitals and secondary education) at the end of the 
1960s and the beginning of the 1970s. Finally, Page (1991: 8) places the momentum 
of the process of regionalization in the 1970s and 1980s. Together, these 
observations give sufficient reason to explore time dependent effects of the 
hypothesized causes of regional authority. But why should these causes be time 
dependent? 

One explanation can be found in the process of economic modernization which 
took place after the Second World War. An increase in living standards meant that 
voters became decreasingly concerned with left–right issues (Newman 1996: 6). In 
some countries, the dominant political agenda transformed from economic and 
social issues towards ethnic politics. Indeed, the 1970s saw the mobilization of 
minority nationalisms, for example, in Belgium, Britain, Canada, France, Italy, 
Spain and Switzerland (Marks, Hooghe and Schakel 2008). However, ethnic 
identities needed to be politicized for a reorientation of the political agenda to 
happen. Newman (1996: 7) ascribes the tendency for ethnic differences to be 
politicized to “the rational desire [of social actors] to convert efficiently political 
resources into political power”. Political actors adapt their demands and presentation 
to the concerns and language of self–defined groups�Šsuch as ethnoterritorial 
minorities�Šso as to maximize their influence on state policies. The ethnoterritorial 
conflict was institutionalized in a centre–periphery cleavage before the Second 
World War and provided the roots of many European party systems which survived 
in the decades after the Second World War (Lipset and Rokkan 1967). The centre–
periphery cleavage was fairly dormant during the first two decades after the Second 
World War but, with economic modernization, could be relatively easily revitalized 
as of the 1970s. During the same time, minority nationalisms were strengthened by 
economic globalization as transnational free trade areas such as North American 
Free Trade Agreement and the European Union gave minority nations an 
opportunity for autonomy and self–determination (Keating 2001). 

Another explanation may lie in the cultural wave which, in part as a result of 
economic modernization, kicked–off in the 1960s. This enabled a shift from an 
emphasis on economic and physical security, toward greater emphasis on belonging, 
self–expression, and the quality of life. This process has been described as a culture 
shift from materialism to postmaterialism (Inglehart 1990). The publics of advanced 
industrial societies give high priority to self–expression both in their work and in 
political life and demand more say in government decisions. Furthermore, 
industrialization and mass literacy facilitate the organization of mass political parties 
and later, as cognitive mobilization takes place, the public develops an increasing 
potential for intervention in political decision making (Inglehart 1990: 23) and 
claims further democratization reforms which included decentralization and 
regionalization. 
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5.3 Data and method 
5.3.1  Data 
 
The dependent variable is the Regional Authority Index introduced in chapters 2–3 
and appendices 3.1–3.3. The Regional Authority Index (RAI) measures authority for 
regional levels of government within a country in 42 democracies for the years 1950 
through 2006. Regional government is defined as a coherent territorial entity 
situated between the local and national level which has a capacity for authoritative 
decision making. This means that they measure the authority exercised by all levels 
of government below the national level with an average population greater than 
150,000. The Regional Authority Index measures regional authority according to 
two dimensions, self–rule and shared rule which are each measured by four 
indicators: institutional depth, policy scope, fiscal autonomy, representation, 
respectively, law making, executive control, fiscal control and constitutional reform. 
The country scores (appendix 3.2, table 3.2C), which are used in this chapter, 
account for multiple regional tiers and special autonomous and/or asymmetrical 
regions.  

The independent variables and their operationalizations are taken from multiple 
sources and are introduced in table 5.1.  

The functional variables of population and area size are operationalized as the 
natural logarithm of the number of people in thousands, respectively, area in square 
kilometers. A direct measure of the size of the government policy portfolio over time 
does not exist.2 A less accurate measure for the government policy portfolio is to 
look at the governmental share (percentages) in GDP.3 This measure is used in this 
chapter.  

Identity pressures are measured by ethnic fragmentation and strength of 
ethnoregional parties. Ethnic fragmentation is measured by the probability that two 
randomly selected individuals belong to a different ethnic group (Fearon 2003). 
Strength of ethnoregional parties is measured by the percentage of seats for the 
ethnoregional party in the lower chamber of national parliament.4 An 
ethnoregionalist party is defined as a political party which endorses a nationalism 
whose core is based on ethnic distinctiveness and territorial claims within 
established states (De Winter and Türsan 1998: 5). This definition intends to capture 
both the regional–territorial dimension as well as the cultural–linguistic and identity 
elements (De Winter, Gómez–Reino and Lynch 2006: 21). For the purpose of this 
chapter, the definition is somewhat loosened in order to capture political parties 
which represent ethnic minorities aiming for special rights pertaining to their group 

                                                 
2 A direct measure would require a list of precise policy functions provided by the government in total for 
each country but as Page (1991: 14) already noted: “[S]uch an exercise is likely to be long, tedious, and, 
given the great variability of descriptions of services cross–nationally, fruitless”.  
3 This measure is less accurate as an increase in percentage might result either from an increase in the 
range of policies or from an increase in volume of policies provided by the government (see chapter 3).  
4 Note that this operationalization might underestimate the influence of ethnoregional parties as 
ethnoregional parties in regional parliaments are not included. I focus on seats instead of votes as my 
interest is in the end result of the politicization of ethnoregional minorities. However, electoral system 
characteristics (e.g. PR versus majoritarian systems, electoral thresholds, etc.) may cause a (large) 
deviation between the number of seats for the ethnoregional party and what might be expected on the 
basis of the degree of ethnic fragmentation. 
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Table 5.1: Operationalization of the independent variables 

Variable Operationalization Type Source 

Functionality 
   

Population size Natural logarithm of the number  Level Heston, Summers  
 of people in thousandsA  and Aten (2006) 

Area size Natural logarithm of area size  Level U.S. Census Bureau 
 in square kilometers  (2007) 

Government policy  Government share as a  Level Heston, Summers  
portfolio percentage of (real) GDPA  and Aten (2006) 

Identity 
   

Ethnic fragmentation The probability that two randomly  Level Fearon (2003) and  
 selected individuals belong to a  Annett (2001) 
 different ethnic groupB   

Strength of ethnoregional Percentage of seats for the  Cumulative  Appendix 5.1 
parties ethnoregional party in the lower  average  

 chamber of national parliament   
Democracy    

Democratic duration Duration variable from the Polity  Cumulative Marshall and  
 IV project which measures the  Jaggers (2004) 
 number of years since the last    
 regime changeC   

Democratic openness Vanhanen overall index  Cumulative  Vanhanen (2000) and 
 (Competition multiplied by  average Wilhelmsen (2006) 
 Participation)D   

European integration    

EU–membership Dichotomous variable whether the  Cumulative Dinan (2005) 
 country was a member of the EU   

EU–subsidies Average receipt of regional  Cumulative Ederveen, De Groot  
 funds as fraction of GDPE average and Nahuis (2006) 

Economic development    

Economic welfare Log GDP (real) per capitaA Level Heston, Summers  
   and Aten (2006) 

Notes: All scores are yearly scores for 1950–2006, except for ethnic fragmentation and area size which are 
single scores for the whole time period. Descriptive statistics and Pearson correlations between the 
independent variables are provided in appendix 5.2. 
A 2003 or 2004 scores are extended to 2004 through 2006 or 2005 and 2006. 
B 39 country scores are taken from Fearon (2003) and scores for Iceland, Luxembourg and Malta are taken 
from Annett (2001). The Pearson correlation between both measures is 0.928 (p < 0.01; N = 27 countries). 
C The scores for Bosnia and Herzegovina, Malta, and Luxembourg are assigned by the author. 
D 2002 scores are extended to 2003 through 2006. 
E Data available up to 1995. The data refers only to the European Regional Development Fund (ERDF) 
which is the most important of the EU–subsidies (Ederveen, De Groot and Nahuis 2006). 
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but do not have specific territorial claims. Two criteria are used to identify 
ethnoregionalist parties: (1) the party represents an ethnic minority which demand 
recognition of their identity/culture and/or (2) which has territorial claims within 
established states. Only those ethnoregionalist parties which have gained at least one 
seat in the national lower chamber are included. Appendix 5.1 provides a list of 
included parties and the years of inclusion for each country.  

Two variables are introduced under the democracy label. First, the variable 
democratic duration is introduced to measure whether ‘new’ democracies are 
regionalizing at a higher pace than ‘old’ democracies. This variable is 
operationalized as the number of years since the last regime change. Second, the 
Vanhanen index, which I label democratic openness, will be used to test the 
hypothesis whether the political systems which are more open towards 
heterogeneous preferences, are indeed more regionalized. The Vanhanen index is a 
composite index of two components: competition and participation. Competition 
indicates the degree of power sharing among political parties (Vanhanen 2000: 253). 
The degree of participation indicates the extent of ‘the people’ taking part in politics 
(Vanhanen 2000: 253). When all power is in the hands of one political party and 
hardly any people vote, more concentration of authority at central government is to 
be expected.  

The causes for regionalization due to the European integration process are 
measured by two variables. The EU–membership hypothesis is tested by introducing 
a dummy variable labeled EU–membership whereas the EU–subsidies hypothesis is 
tested by introducing the variable EU–subsidies which is operationalized as average 
receipt of regional funds (European Regional Development Fund) as a fraction of 
GDP.  

Finally, economic development is measured by the variable economic welfare 
which is operationalized as the log of (real) gross domestic product per capita. 
Descriptive statistics for and Pearson correlations between the independent variables 
are provided in appendix 5.2. 

 
 

5.3.2  Level versus cumulative variables 
 
Most independent variables are level variables but some are cumulative. The 
cumulative variables measure long–term political inputs (see also Huber and 
Stephens 2001). For example, for ethnoregional parties, it does not make sense to 
hypothesize that is was only the strength of the ethnoregional party in the previous 
year or few years but rather the long–term strength of the ethnoregional party that 
matters for regional authority. Thus, I measure strength of ethnoregional parties as a 
cumulative average from the first year the country enters the database to the year of 
the observation in question. A similar logic applies to the EU–integration variables. 
The longer a country has been subject to the EU–integration ‘pressure’ the more 
regionalization is to be expected.  

The democracy variable democratic duration is cumulative as the hypothesis is 
about the link between the ‘age’ of democracy and regional authority. The longer the 
country is democratic since being authoritarian, the more regional government is to 
be expected. The democracy variable democratic openness is also measured as a 
cumulative average variable as the openness of a democratic system over the years is 
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thought to be beneficial for the politicization of heterogeneous preferences leading 
to policy decentralization. The functional and economical variables, on the other 
hand, are measured as level variables as the hypotheses state that changes in 
population and area size, government policy portfolio and economical welfare 
increases the need for regionalization or makes regionalization affordable. Finally, 
ethnic fragmentation is conceived here to be broadly invariant through time.  
 
 
5.3.3  Method 
 
As mentioned above, the dependent variable is the Regional Authority Index. As 
cross–sectional (countries) and time–series (years) data are pooled in this dataset a 
Beck and Katz’s (1995) framework is used.5 Their technique uses ordinary least 
squares (OLS) with panel corrected standard errors (PCSEs)6 and allows for 
correcting for autocorrelation.7 

Beck and Katz (1996) prefer to treat the dynamics of the data (autocorrelation 
over time) by incorporating a lagged dependent variable in the equation. Statistically 
this solves indeed the problem of autocorrelation but this poses conceptual 
problems. Autoregressive models will usually leave only a small portion of the 
variance in the dependent variable unexplained (Huber and Stephens 2001: 59; see 
also Kittel 1999 and Plümper, Troeger and Manow 2005). Furthermore, the lagged 
dependent variable drives the equation, that is, the lagged dependent variable 
suppresses the explanatory power of other independent variables (Achen 2000; 
Keele and Kelly 2006). For these reasons, I prefer not to include lagged dependent 
variables into the models. As a robustness check of the results, however, I analyze 
models which introduce different lags of the dependent variable.  

Some of the independent variables are operationalized as cumulative indexes or 
cumulative averages. These measurement decisions (might) result in higher 

                                                 
5 One could analyze the data with a fixed or random effect model (Shor, Bafumi, Keele and Park 2007; 
Beck and Katz 2007), but these methods have some drawbacks. Fixed effect models are not used as the 
cost of introducing country dummies is that it complicates interpretation. If there are independent 
variables in the model which measure a level effect or is time invariant and which are of theoretical 
interest, then interpretation of these variables is highly complicated as country dummies suppresses level 
effects and the estimation procedure automatically excludes the time invariant variables (Plümper, 
Troeger and Manow 2006). The dataset used for this chapter contains both level variables as well as two 
time invariant variables (area size and ethnic fragmentation).  

Random effect models or random coefficient models allow the beta coefficient to vary over 
countries. At first sight this might be very appealing but several drawbacks arise when using random 
coefficients in typical time–series–cross–section datasets. The essence of pooling data is the assumption 
that the parameters of interest, the beta’s, do not vary by unit (Beck and Katz 1996). The random 
coefficient model assumes that the individual country beta’s are randomly drawn from a larger 
population. This is contrary to what I intend to do now: I want to draw inferences from the countries 
included in the analysis and do not to intend to make claims for a hypothetical population of similar 
counties (Beck 2001). Another drawback of random coefficient models is that one estimates individual 
country beta’s but also country intercepts. The beta coefficients provide useful information about the 
longitudinal relationship in each country, but leave the explanation of cross–country differences to the 
country intercepts (Kittel 1999: 228). 
6 Panel corrected standard errors correct for heteroskedacity and contemporaneous correlation of errors, 
i.e. correlation of errors across units for a particular year (Beck and Katz 1995). 
7 This chapter uses models which correct for first–order autoregressiveness by imposing a common rho 
for all cross–sections. 
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multicollinearity than when one uses change data. More importantly, however, these 
measurement decisions introduce a time trend into the variables, increasing the 
probability of spurious correlation (Huber and Stephens 2001: 59). To ‘correct’ for 
this time trend one can introduce a variable which resembles the year of 
measurement. As a robustness check of the results, models introducing a variable 
Year are also analyzed.  
 
 
5.4  Results 
 
In figure 5.1, the country scores for the Regional Authority Index are plotted against 
the natural logarithm of population size in 1000s. Larger population size should lead 
to more regional government (Oates 1972; Treisman 2006). Figure 5.1 presents 
1645 data points which reflect 42 countries scored for the years 1950 through 2006. 
A RAI country score above zero means that there is a regional level of government.8 
A higher score signifies that more authority is allotted to the regional level. 
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Figure 5.1: Regional authority as a function of population size 
 
Notes: Population size (natural logarithm of population size in 1000s) plotted against the Regional 
Authority Index score for 1645 country*years (42 countries for the years 1950–2006). Shown are RAI 
country scores for three groups of countries: small countries (average population size below 3 million, 
non–federal countries and federal countries.  
Small countries: Cyprus, Estonia, Iceland, Latvia, Luxembourg, Macedonia, Malta, and Slovenia. 
Non–federal countries: Albania, Belgium (< 1995), Bulgaria, Croatia, Czech Republic, Denmark, 
Finland, France, Greece, Hungary, Ireland, Italy, Japan, Lithuania, Netherlands, New Zealand, 
Norway, Poland, Portugal, Romania, Slovakia, Spain, Sweden, Turkey, and the United Kingdom. 
Federal countries: Australia, Austria, Belgium (�• 1995), Bosnia and Herzegovina, Canada, Germany, 
Russia, Serbia and Montenegro, Switzerland and the United States. 
Source: appendix 3.2, table 3.2C. 

                                                 
8 A score of 1 means the presence of a general–purpose deconcentrated state administration. 
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Two observations become apparent in figure 5.1. First, there is no regional 
authority in countries with a population size below approximately 3 million people 
(natural logarithm of population in 1000s: 8.0). Regional authority is only to be 
found in countries with 3 million people or more. This observation may be explained 
by a functional cause: it might be very costly for small countries to squeeze in a 
regional level of government. The costs of creating and maintaining a regional can 
outweigh the benefits of scale diversity. I term this finding a threshold effect (Marks, 
Hooghe and Schakel 2008).  

The threshold effect means that countries will establish regional tiers�Šdefined 
as exercising authority over on average 150,000 people and being situated between 
the local and national tier�Šwhen the population size exceeds 3 million people. 
Below the threshold of about 3 million people it is very costly to squeeze in a 
regional tier between the national and local level and the policies provided by 
regional governments in large countries are taken up by national governments in 
small countries. This does not mean that individual governments can be authoritative 
and at the same time serve less than 150,000 people. Many special autonomous 
regions have small populations and have a federal–type relationship with the 
national government (e.g. Åland in Finland, Grønland and Færøerne in Denmark, 
Ceuta and Mellila in Spain). However, these individual regions are exempt from the 
country–wide constitutional framework and can be described as sui generis (chapter 
3). A nice example of the threshold effect is given by New Zealand. The first 
regional government established in New Zealand, the Auckland regional authority, 
was created in 1963 as an experiment. This model was generalized in the whole 
country with the Local Government Act of 1974, the same year in which New 
Zealand exceeded a population size of 3 million. The threshold effect, thus, only 
refers to country–wide regional tiers. Furthermore, the threshold effect does not 
imply that a country–wide and constitutionally embedded authoritative tier is never 
developed in small countries. For example, the federation of St. Kitts and Nevis 
(population: 45,000; 2 states) and the Federated States of Micronesia (population: 
140,000; 4 states) have established authoritative constituent units (Ballendorf 2002; 
Grifftihs 2002).9 These remain exceptions though.  

The threshold effect should neither be interpreted as a necessary nor as a 
sufficient cause. This is exemplified by Ireland whose population size exceeded the 
threshold of 3 million people over the years. Ireland obtained a population size of 3 
million people in 1972 but only 15 years later, in response to EU structural policy, it 
established seven development regions. Also, the threshold of 3 million people 
should not be taken too literally. It could well have been the case that Ireland would 
have developed regional governments, under EU incentives, if they had still been a 
state of 2.5 million. To summarize, the threshold effect refers to the situation that 
erecting a regional tier between the local and national government is (very) 

                                                 
9 Both federations are not included in the RAI dataset. In both countries, there might be another 
functional rationale underlying the vertical state structure, namely geographical distance. Both federations 
consist out of multiple islands which are separated by the sea. For example, the total land area of the 
federated states of Micronesia is approximately 700 km2, but the islands are spread out over 2.5 million 
km2 (Ballendorf 2002). 
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Table 5.2: Statistical characteristics of the Regional Authority Index 
country scores and changes of those scores for three different groups 
of countries 

 Small Non–federal Federal 
 countries countries countries 

Mean RAI score 0 8.051 22.207 
Standard deviation 0 6.011 4.253 

Mean change in RAI score 0 0.143 –0.004 
Standard deviation 0 0.878 0.307 
Minimum 0 –5.24 –3.94 
Maximum 0 10.00 3.34 

N changes as a % of total N 0 5.3% 8.0% 
Negative changes as a % of N changes 0 16.7% 35.5% 
Positive changes as a % of N changes 0 83.3% 64.5% 

Total N (country*year) 269 986 390 
N countries 8 25 9 

Notes: Regional Authority Index country scores refer to the years 1950–2006.  
Small countries, i.e. average population size (for 1950–2006) below 3 million: Cyprus, 
Estonia, Iceland, Latvia, Macedonia, Malta, Luxembourg and Slovenia. 
Non–federal countries: Albania, Belgium (< 1995), Bulgaria, Croatia, Czech Republic, 
Denmark, France, Finland, Greece, Hungary, Ireland, Italy, Japan, Lithuania, Netherlands, 
New Zealand, Norway, Poland, Portugal, Romania, Slovakia, Sweden, Spain, Turkey, and 
the United Kingdom. 
Federal countries: Australia, Austria, Belgium (�• 1995), Bosnia and Herzegovina, Canada, 
Germany, Russia, Serbia and Montenegro, Switzerland, and the United States. 
Source: appendix 3.2, table 3.2C. 

 
expensive for small countries due to functional reasons10 and, as a result, we observe 
very few small countries with three country–wide authoritative levels of 
government. 

A second finding in figure 5.1 is that, not surprisingly, federal countries score 
higher on regional authority than the other countries as is also shown in table 5.2. 
Table 5.2 presents descriptive statistics for the RAI country scores for three groups 
of countries: small, non–federal and federal countries. 

Indeed, the mean RAI–score is 0.0 for small countries and 8.1 for non–federal 
countries whereas federal countries score significantly (p < 0.05) higher with 22.2. 
The difference in regional authority between federal and the other countries might 
be caused by differences in pressures for regional authority as an ANOVA analysis 

                                                 
10 An ANOVA analysis also corroborates the functional rationale underlying the threshold effect. It 
appears that the small countries differ significantly (p < 0.05) from the other countries with respect to 
population (natural logarithm of population in 1000s: 6.83 vs. 9.65) and area size (natural logarithm of 
area size in km2: 9.50 vs. 12.37) but not on the other independent variables. Data refer to 2006 except for 
EU–subsidies which reference year is 1994 (latest year available). ANOVA analyses for 1950 lead to the 
same conclusion.  
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indicates. Federal countries are significant larger in population (natural logarithm 
population size in 1000s: 8.83 vs. 10.14) and area size (natural logarithm area size in 
km2: 11.37 vs. 13.51) but are also more ethnically fragmented (0.248 vs. 0.402) and 
have a longer standing of democracy (40.6 vs. 75.1 years). With respect to all other 
independent variables, federal countries do not differ from the other countries.11  

Next to the cross–sectional difference there is a temporal difference: federal 
countries appear to be more stable in their RAI–scores over time than non–federal 
countries as is exemplified in table 5.2. Over time, federal countries exhibit a lower 
mean change in RAI–score than non–federal countries. The explanation for this 
observation can not be found in a difference in the number of changes in RAI scores. 
Federal countries have relatively more regional reforms than non–federal countries 
(8.0% versus 5.3%). 

However, federal countries show more negative changes than non–federal 
countries (36% versus 17% out of total changes) which balance out the positive 
changes. In other words, federal countries exhibit more regional reform than non–
federal countries but non–federal countries mean RAI–score increases whereas the 
mean RAI–score of federal countries remains constant over time. The difference 
between federal and non–federal countries is further exemplified by the minimum 
and maximum change in RAI–scores, shown in table 5.2, which are both lower for 
federal countries. This difference between non–federal and federal countries I label a 
federalism effect.  

The federalism effect may be explained by a functional cause and a by a 
difference in decision rules with respect to regional jurisdictional reform which 
constitute, respectively, an upper and lower bound on regional reform in federal 
countries. First, federal countries�Šfor historical reasons�Šhave reached higher 
levels of regional authority. When a country, federal or non–federal, has a high level 
of regional authority the magnitude of positive changes in regional authority will 
decline simply because there is less room left for more regional authority.12 Also, a 
high level of regional authority increases the likelihood of negative changes as a 
downward functional pressure arises once a country has already a high level of 
regional authority. Federal countries have, in general, a higher level of regional 
authority than non–federal countries and have, therefore, less room for large positive 
changes.  

Second, a difference in decision rules with respect to regional jurisdictional 
reform between federal and non–federal countries13 might lead to a decline in the 

                                                 
11 Data refer to 2006. ANOVA analyses for 1950 lead to the same conclusion except for population size 
which difference is not significant in 1950. If split party system parties are taken into account (see 
appendix 5.1) than federal countries score significantly (p < 0.05) higher on strength of ethnoregional 
parties (3.92% vs. 21.18%).  
12 Faletti (2005: 337) also finds a relationship between a high initial level of absolute decentralization and 
the degree of reform. She also refers to a possible upper limit of degree of change but presents evidence 
from Latin American cases to the contrary. Furthermore, Faletti (2005: 337) offers an explanation based 
upon the relationship by Riker’s (1964) theory of federalism, namely that if national legislators are 
accountable to the national executive, they will tend to push for more centralization of authority. If 
instead the national legislators are accountable to subnational officials they will press for further 
decentralization. Again, she shows evidence which demonstrate that this explanation cannot account for 
the degree of change.  
13 Federalism is conceived as a constitutionalized system of authority in which neither the center nor 
constituent units can unilaterally change the distribution of power (King 1983). The constituent units act 
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magnitude of negative changes in federal countries.14 Large net losses in authority 
over time may not occur in federal countries as constituent units are involved in 
jurisdictional reform by the constitution. Constitutionally embedded regions are�Što 
the extent that they act as rational actors�Šnot expected to sign away authority. For 
example, in Germany, the Länder are represented in the Bundesrat (upper chamber). 
The Basic Law (Grundgesetz; constitution) states that Bundesrat approval is 
mandatory for constitutional reform. Before 1966, the Länder set base and rate over 
income, corporate, inheritance, property and vehicle taxes. In 1966, with the revision 
of the Basic Law, these taxes became a shared competence between the federal and 
Länder governments. However, this (major) loss in tax autonomy was (in great part) 
compensated by a gain in executive policy making (through Politikverflechtung) and 
co–decision powers regarding base and rate of taxes (via the Bundesrat) and 
regarding the annual financial equalization package (Finanzausgleich) (Adelberger 
2001).  

There are numerous examples which support the presence of a lower bound on 
regional reform due to a federalism effect. Major losses in regional authority occur 
with tiers which do not have co–decision rights regarding jurisdictional design. For 
example, counties were merged with local governments into unitary authorities in 
England and abolished in Scotland and Wales in 1996 (King 2006) resulting in a 
loss of –5.24 in Regional Authority Index score in the United Kingdom. Also, in 
federal countries it are the regional tiers which are not constitutionally embedded 
who face the danger of loosing a significant amount of authority. For example, home 
rule of Washington D.C. in the USA was suspended between 1995 and 2000 and 
Regierungsbezirke in Rhineland–Palatinate, Saxony–Anhalt, and Lower Saxony in 
Germany were abolished in 1999, 2003, and 2004 respectively. The largest loss in 
regional authority in a federal country occurred in 1995 in Belgium, the year when it 
became official federal. The Communities and Regions obtained constitutionally 
embedded co–decision rights regarding the constitution and the provinces lost 
authority accounting for a loss of –3.94 in Regional Authority Index score.15 
Furthermore, none of the special autonomous regions in non–federal countries, 
which have a role in reform with respect to their own statute, experienced a loss in 
regional authority during 1950–2006, except for Northern Ireland in the United 
Kingdom which home rule was suspended twice after severe violence.  

                                                                                                                   
as veto–players regarding jursidictional reform in contrast to the sub–national tiers in non–federal 
countries: “… the whole point of federalism [is] that the tiered structure cannot be arbitrarily revised, or 
even revised to adjust for changed conditions” (Riker 1996: 10; see also Tsebelis 2002). 
14 Contrary to the argument I present in this paragraph, Escobar–Lemmon (2001: 27) advances the 
argument that state structure may explain the initial level of decentralization in a country, but “it does 
little to explain changes within a country over time”. Faletti (2005: 337–338) presents evidence from 
Latin American countries which corroborates Escobar–Lemmon’s claim.  
15 Serbia–Montenegro and the Russian Federation account, next to Belgium, for the major losses in 
regional authority in federal counties. Serbia–Montenegro drops 1.5 points mainly on account of Serbia's 
loss of Kosovo to the United Nations. In 2000 and 2005, Vladimir Putin, the Russian president, pushed 
through several reforms that reasserted federal authority, turning Russia into a semi–democracy. In 2000, 
the president was given the right to dissolve subwekt parliaments and dismiss their governments if they 
disobeyed federal law. In 2005, Putin also replaced the direct election of governors and presidents with a 
system whereby a presidential appointee is approved by the regional assembly. These reforms account for 
a drop of 1.0 point, respectively, 2.0 points (appendix 3.1). If Belgium, the Russian Federation and 
Serbia–Montenegro are excluded then the largest negative change, then, is –0.11 and the maximum 
positive change is +1.0. 



Chapter 5: Understanding Variation in Regional Authority 
 
 

 90

The difference in regional authority between countries still deserves an 
explanation. As figure 5.1 illustrates, the variation between countries with a 
population size of above 3 million people is substantial. Once one accounts for the 
threshold effect and the federalism effect one can discern whether the hypothesized 
causes shape regional government further. In other words, I have to show that the 
hypotheses regarding regional authority formulated previously are valid. Also, there 
may be a time dependent effect of the hypothesized causes of regional authority 
which needs to be further explored. First, a general model of regional authority is 
explored. Subsequently, the presence of time different effects is dealt with.  
 
 
5.4.1  General model 
 
Table 5.3 (p. 92–93) presents the results of six different models. The first column of 
table 5.3 presents the results of a full model using 42 countries. EU–subsidies is 
excluded in the model as data is available up to 1995 (see table 5.1) and because 
EU–subsidies, when included, does not reach significance in any of the models. 
Most independent variables are significant but strength of ethnoregionalist parties 
and economic development are not. However, functional, identity, democracy and 
European integration pressures all lead to more regional authority. 

The second and third columns present the results of model 1 for old(er) 
democracies and postcommunist societies respectively. For the postcommunist 
societies, area size had to be excluded because of multicollinearity with population 
size (Pearson correlation: 0.904). Functional, identity and democracy pressures lead 
to more regional authority in both groups of countries but there are some 
differences. In the model for the postcommunist societies, the beta coefficient for 
democratic duration increases significantly in size and democratic openness and 
EU–membership lose significance. Next to population size and ethnic fragmentation, 
democratization is perhaps the most important factor explaining regional authority in 
postcommunist societies. The long–term influences of democratic openness and 
EU–membership do not matter much yet but might gain relevance over the years.  

Finally, economic welfare changes sign and is negative for the postcommunist 
societies but positive for the old democracies. Some federal post–communist 
countries have a high level of regional authority and are at the same time 
economically poor (e.g. Bosnia and Herzegovina, the Russian Federation, and Serbia 
and Montenegro). This result does not support the argument that only economically 
rich countries can afford it to decentralize authority to regional governments 
(Wheare 1963; Oates 1972).16 Rather, it might be the case that as citizens become 
richer, more urbanized and more educated they have more time and a greater 
motivation to participate in local politics (Treisman 2006). Or, economic 
development may lead to more active regions demanding decentralization as citizens 
become skilled at organizing political pressure (Treisman 2006). This relationship, 
however, might only account for economically affluent countries, that is, above a 

                                                 
16 The Regional Authority Index focuses on formal authority and is based mostly upon formal 
documents. The formal situation may deviate from the situation in practice. The post–communist 
federations may have a high level of formal authority but are unable to exercise this authority in practice 
due to a lack of financial resources.  
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certain threshold of economic affluence a positive relationship between economic 
welfare and regional authority appears.  

The fourth column presents the results of model 1 which include controls for the 
threshold and federalism effect. I control for the threshold effect by excluding small 
countries. By introducing a federal–non–federal dummy variable, I control for the 
federalism effect. When comparing the results of the first model with those of the 
fourth model some important differences come to the fore. First of all, government 
policy portfolio and economic welfare increase in strength and gain significance. 
Second, the effect of ethnic fragmentation and European Union membership 
increases while the effect of population and area size and democratic duration 
decreases. This might indicate that the difference in regional authority between 
federal and non–federal countries can be (partly) ascribed to larger population and 
area sizes and a difference in democratic duration as the ANOVA analysis given 
above also indicated. As regional authority is already high in federal countries, they 
might be less affected by the size of the government policy portfolio, economic 
welfare and European Union membership. Non–federal countries, however, may 
well be affected by these variables. While controlling for the threshold and 
federalism effect, regional authority remains a function of most hypothesized causes.  

The fifth and sixth model introduce control variables by including, respectively, 
a Year variable and a lag of the dependent variable of five years. The results do not 
significantly differ from the results of the previous models; hence, the results are 
robust.17 

 
 
5.4.2 Time different effects 
 
Table 5.4 (p. 94) shows the results when model 1�Šnow including the variable EU–
subsidies�Šis applied to nineteen countries18 for the time period 1950�í199419 
(model 7) and five different decades (models 8–12). To ensure comparability over 
time, the postcommunist countries (N =12), Germany, Portugal and Spain are 
excluded because of lack of data for all decades. Shown in table 5.4 are standardized 
beta coefficients which make comparison over time possible. Furthermore, by using 
standardized beta coefficients the relative effect of the different independent 
variables can be discerned. 

Two time dependent effects come to the fore when comparing the model for the 
whole time period with those per decade.20 First, some independent variables change 
sign over time resulting in a non–significant effect for the whole time period. 
Strength of ethnoregional parties is negative and significant in the 1950s and 1960s, 
practically zero during the 1970s, but becomes positive and non–significant in the

                                                 
17 The results also do not differ significantly when lags of 10, 15 or 20 years are introduced.  
18 Australia, Austria, Belgium, Canada, Denmark, Finland, France, Greece, Ireland, Italy, Japan, the 
Netherlands, New Zealand, Norway, Sweden, Switzerland, Turkey, the United Kingdom, and the United 
States. 
19 EU–subsidies data is available up to 1995.  
20 The conclusions do not change if Spain and Portugal (they enter the dataset in 1978 respectively 1976) 
and Germany (enters into the models as of 1990 because of data availability) are included. Results are 
available upon request. 
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Table 5.4: Explaining regional authority over time 

 (7)  (8) (9) (10) (11) (12) 
 1950–94  1950–59 1960–69 1970–79 1980–89 1990–94 

Functionality        

Population size   0.336**    0.428**   0.382**   0.360**   0.305**   0.303** 
Area size –0.093  –0.126** –0.073** –0.079 –0.024   0.053 
Government policy portfolio   0.020    0.050**   0.028 –0.041 –0.119** –0.226** 

Identity        

Ethnic fragmentation   0.283**    0.196**   0.235**   0.424**   0.488**   0.582** 
Strength of ethnoregional parties   0.254  –0.149** –0.197** –0.036   0.058   0.163 

Democracy        

Democratic duration –0.078  –0.186** –0.046 –0.092* –0.121** –0.216** 
Democratic openness   0.176**    0.091**   0.209**   0.351**   0.434**   0.502** 

European integration        

EU–membership    0.191**  –0.059   0.054   0.064   0.090  0.056 
EU–subsidies   0.057    –0.173 –0.074**  0.040 

Economic development        

Economic welfare   0.095*    0.255**   0.123**  0.189**   0.159**   0.297** 

Control        

Federal–non–federal dummy   0.595**    0.641**   0.590**  0.484**   0.443**   0.386** 

Constant 0.184*   0.070** –0.037  0.046  0.099**  0.021 
Common rho 0.955   0.886   0.886  0.846  0.843  0.674 
Buse R2 0.28   0.85   0.83  0.74  0.83  0.86 

Wald
2�F  605**  69849** 173618** 28408** 24873** 3.47e+06** 

N 847  182 190 190 190 95 
N countries 19  19 19 19 19 19 

Notes: * p < 0.05; ** p < 0.01. Shown are standardized beta coefficients.Regression analysis with panel 
corrected standard errors on the hypothesized causes of regional authority on the Regional Authority Index 
(RAI) country scores of 19 democracies for the whole time period (model 8) and per decade (models 9–11). 
These countries are: Australia, Austria, Belgium, Canada, Denmark, Finland, France, Greece, Ireland, Italy, 
Japan, the Netherlands, New Zealand, Norway, Sweden, Switzerland, Turkey, the United Kingdom, and the 
United States. Small countries, i.e. less than 3 million people (N = 8) are excluded. Portugal, Spain and the 
post–communist countries (N = 12) are excluded to enhance comparability over time (these countries enter 
the dataset in, respectively, 1976, 1978 and after the 1990s). Germany is excluded because of data 
availability (enters the dataset in 1990). The variable EU-subsidies is omitted in models 9 and 10 as this 
variable does not vary during these decades (the European Regional Development Fund was established in 
1975 (Ederveen, de Groot, and Nahuis 2006)).  
 
1980s and 1990s. Government policy portfolio is positive and significant in the 
1950s and negative and significant in the 1980s and 1990s. The beta coefficients for 
government policy portfolio for the decades in between are non–significant but 
positive in the 1960s and negative in the 1970s. 

A negative relationship between the strength of ethnoregional parties and 
regional authority could indicate that ethnoregional parties are stronger in under–
regionalized countries. That is, ethnoregional parties obtain more seats in parliament 
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in countries which have a lower Regional Authority Index score than could be 
expected given their ethnic fragmentation. In the course of time, these ethnoregional 
parties may have been effective in obtaining their goal, namely, decentralization of 
authority to the regional level.  

A reverse analogous interpretation might apply to the size of the government 
policy portfolio. Until the 1970s countries with a large government policy portfolio 
needed (more) regional government to provide the policies. As of the 1980s, 
however, the size of the government policy portfolio is negatively associated with 
regional authority. Countries with a relatively large welfare state, for example the 
Scandinavian countries, may not have regionalized further whereas other countries 
did. The centralizing tendencies of the welfare state, e.g. redistribution and setting 
universal standards, might impede further regionalization.  

A second important time dependent effect is the change in size of the beta 
coefficients. The beta coefficients for population and area size and the federal–non–
federal dummy decreases over time whereas those for ethnic fragmentation and 
democratic openness increases. A ‘jump’ of the size of the beta coefficients can be 
observed for the 1960s and 1970s. Ethnic fragmentation and strength of 
ethnoregional parties rise, respectively, from 0.235 and –0.197 in the 1960s to 0.424 
and –0.036 in the 1980s. Also, democratic openness increases from 0.209 in the 
1960s to 0.351 in the 1970s.  

The 95% confidence intervals of the beta coefficients for the 1950s and the 
1980s/1990s for area size, ethnic fragmentation, strength of ethnoregional parties, 
democratic openness and the federal–non–federal dummy do not overlap. This 
signifies that the beta coefficients of these causes for regional authority are indeed 
different between these decades. Until the 1970s functional pressures (population 
size) was the most important determinant of regional authority. As of the 1980s 
identity (ethnic fragmentation) and democracy (democratic openness) have a 
stronger effect on jurisdictional design than population size. It seems that regional 
authority in non–federal countries has become more determined by postfunctionalist 
pressures in the course of time.  

A last observation in table 5.4 deserves attention. Comparing the beta 
coefficients for democratic duration and EU–membership for the whole time period 
versus those per decade reveal important differences. Democratic duration is 
negative but non–significant in the model for the whole time period but significant 
and stronger in the models per decade. A reverse finding is apparent for EU–
membership. This variable is weak and non–significant in the models per decade but 
significant and relatively strong in the model for the whole time period. 

These results can be explained by a cross–sectional versus a temporal 
specification of the model. Average level in regional authority does not differ 
between EU–members and non–EU–members for each decade and the whole time 
period. Average change in Regional Authority Index score, however, is higher for 
EU–members than for non–EU–members (p < 0.05; ANOVA) for the whole time 
period but not for each decade individually (except the 1980s). The mean increase in 
regional authority for each year a country was a member of the EU is 0.215; the 
mean increase for each year a country was not a member of the EU is 0.044. 
Apparently, over time, EU–membership may be beneficial for regional authority.  

Cross–sectional differences might explain the negative relationship between 
regional authority and democratic duration for each decade. This variable pits 
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countries with a long democratic standing21 against those countries which returned 
to democracy after an interlude of authoritarian ruling before and during the Second 
World War (average democratic duration 97 vs. 24 years).22 The latter group 
increased on average with 0.123 points per year whereas the former group increased 
on average with 0.051 points per year on the Regional Authority Index. However, if 
the group of countries who returned to democracy is compared to themselves over 
time, then there are no differences in average increase in regional authority, i.e. the 
average change in regional authority does not differ between the decades, but these 
countries score significantly higher on the variable democratic duration with 
increasing decades. Hence, the relationship between depth of regional authority and 
democratic duration is insignificant for the period 1950�í1994 for these nineteen 
countries. It is recalled, though, that democratic duration has an important positive 
and significant effect in the postcommunist societies (see model 3 in table 5.2).  
 
 
5.5  Conclusion 
 
Two main findings come to the fore in this chapter. First regional authority is a 
function of pressures arising from functionality, identity, democracy, European 
integration and economic development. Second, a clear time trend can be observed. 
Although most of the hypothesized causes are significant over time, the effect of 
functional pressures decreases whereas the importance of identity and democracy 
increases. Regional authority becomes more postfunctional as the effect of 
functional causes decreases whereas the effect of identity and democracy pressures 
increases.  

However, these two findings are conditional. Two conditions are discerned in 
this chapter, a threshold effect and a federalism effect. Regional authority in small 
countries, that is countries with a population size below three million people, is by 
and large a result of functional pressures alone. These countries are too small to 
justify a regional tier of government. Except under extraordinary circumstances, it is 
deemed too costly to squeeze in a country–wide regional tier between the national 
and local tier; hence none of the small countries have a regional tier of government. 
This I labeled the threshold effect (see also Marks, Hooghe and Schakel 2008).  

Second, the federalism effect concerns the high level of regional authority of the 
constituent units in federal countries. As these constituent units already have a high 
level of regional authority, they might be less affected by pressures for regional 
authority than non–federal countries. This observation is corroborated by the fact 
that the average RAI–score for federal countries shows less (no) change over time 
whereas that of the non–federal countries increases. On the one hand, this might by 
explained by a lower bound on regional reform as an effect of the constitutionally 
protected right of co–decision powers regarding the vertical state structure of the 
constituent units in federal countries. On the other hand, this can be explained by an 
upper bound on regional reform. As the constituent units already have a high level of 
regional authority there is less room for positive changes.  

                                                 
21 Australia, Canada, Ireland, New Zealand, Switzerland, United Kingdom, and the United States. 
22 Austria, Belgium, Denmark, Finland, France, Greece, Italy, Japan, the Netherlands, Norway, Sweden, 
and Turkey. 
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The added value of this chapter is that it explored when (time dependent effect) 
and how (conditional effects) the causes for regionalization may exert their pressure. 
This has important implications for the literature. The time dependent effect 
signifies the importance of conceiving regionalization and decentralization as a 
political process where the outcome is (largely) shaped by the interests and 
bargaining position of subnational actors (see also Faletti 2005). An interesting 
theory which conceptualizes jurisdictional reform as a political process is 
postfunctionalism introduced by Hooghe and Marks (2009b). Their theory is 
remarkably consistent with the findings of this chapter.  

First, Hooghe and Marks (2009b) argue that jurisdictional reform starts with a 
reform impetus, arising from a mismatch between functional efficiency and 
jurisdictional form, and is constrained by arena rules, the formal rules concerning 
who decides on jurisdictional reform. These two concepts show a striking analogy 
with the threshold and federalism effect discussed in this chapter. Regional 
governments arise only in countries with a population of about 3 million and above 
and regional reform is found to be constrained in a federalist arena. 

Second, Hooghe and Marks (2009b: 30) argue that community and self–
governance (i.e. identity), expressed in public opinion and mobilized by political 
parties, lie at the heart of jurisdictional design. Hooghe and Marks start from the 
premise that governance has two entirely different purposes. On the one hand, 
governance is a means to achieve collective benefits by coordinating human activity; 
on the other hand, governance is also an expression of community. There is tension 
between these two purposes of governance “as the functional need for human 
cooperation rarely coincides with the territorial scope of community” (Hooghe and 
Marks 2009b: 2). The authors argue that once jurisdictional design is politicized, 
there is greater change that identity take over functional pressures. They expect, 
therefore, that–to the extent that public opinion and political parties are involved–
jurisdictional design is biased towards identity. These expectations are consistent 
with one of the main findings of this chapter: increased influence of ethnoregional 
parties and democratic openness over time. However, despite this striking 
congruence between postfunctionalism and the results of this chapter, further 
detailed analysis on decentralization reforms is needed to fully comprehend the 
dynamics behind these kind of political processes (the analysis by Faletti (2005) 
provides a very useful start). 
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Abstract 
 

Decentralization of policy provision is omnipresent yet we are not able to 
sufficiently account for the extent of this phenomenon. The decentralization theorem 
explains the decentralization of policy provision as a trade–off between 
heterogeneous preferences, inter–jurisdictional spillovers (externalities) and 
economies of scale. Empirical tests of the theorem have been hampered by a 
measurement problem on the independent as well as on the dependent variable. This 
chapter tackles these problems by using a new dataset which combines a measure of 
externalities and scale effects of policies obtained from an expert survey with the 
actual provision of policies across government tiers in 40 countries. The analyses 
show that decentralization of policy provision is not solely determined by functional 
characteristics of policies but that heterogeneous preferences and other country 
specific variables such as democracy, economic development and European 
subsidies, also play a significant role. Hence, this chapter provides an empirical test 
of the decentralization theorem. 
 
 
Keywords: local, regional, governance, policy provision, decentralization theorem 
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6 Explaining Regional and Local Government. An  Empirical 
 Test of the Decentralization Theorem 
 
 
6.1  Introduction 
 
Virtually no central government during modern history has provided and 
implemented policies on its own. Even the tiny states of Malta and Luxembourg 
have two levels of government.1 In theory, multilevel government should be 
common, yet, few theories have been rigorously tested. The predominant approach 
is summarized by the ‘decentralization theorem’ (Oates 1972; Bolton and Roland 
1997; Alesina and Spolaore 2003; Osterkamp and Eller 2003; Breuss and Eller 
2004, Stegarescu 2005b). This theorem states that the optimal degree of 
decentralization depends on the heterogeneity of preferences, on the one hand, and 
inter–jurisdictional spillovers (externalities) and economies of scale, on the other 
hand (Alesina and Spoalore 2003; Oates 1972 and 1999). An externality or spill–
over arises when a decision produces costs or benefits to people other than those 
making the decision (Tullock 1969). Scale effects occur when additional units of a 
good or a service can be produced with relatively less input costs (Tullock 1969).  

The externalities and scale effects of most policies provided by 
government�Še.g. health, education, economic development, spatial planning, 
environment and welfare services�Šare such that they require some degree of 
decentralization coupled with some centralized coordination (Shah 2006 and 
Ahmad, Hewitt, and Ruggiero 1997). Hence, multilevel government should be very 
common (see also Hooghe and Marks 2001). However, clear recommendations for 
the practical assignment of policy tasks is hampered by tensions created by the 
trade–off between the realization of scale effects and the internalization of 
externalities, on the one hand, and the consideration of local preferences, on the 
other hand (Breuss and Eller 2004: 41). The normative recommendation is further 
fettered by country–specific factors, such as politico–economical variables, which 
should also be taken into account (Breuss and Eller 2004). Therefore, to examine 
whether countries follow the normative considerations of the decentralization 
theorem requires an empirical and case–by–case analysis (Breuss and Eller 2004). 
Such an analysis, however, is complicated by measurement problems. First, the 
dependent variable�Šallocation of policy provision tasks across government 
tiers�Šis difficult to measure (Oates 1972; Page 1991; Treisman 2007: 26–27). As 
Wallace Oates (1972: 196) and Edward Page (1991: 14) note, a direct measure 
requires a list of public goods provided by each level of government in each country. 

Second, empirical analysis requires measurement of externalities and scale 
effects but it is difficult to make unequivocal statements concerning which 
government tier should provide a policy. For example, Teresa Ter–Minassian 
(1997b) argues convincingly that primary education should be provided, at least 
partially, by local governments and that defense should be a national responsibility. 
However, to claim that primary education is (always) best provided by a jurisdiction 
with a population size of about 20,000 people is problematic. Even if one knows 
                                                 
1 Andorra and San Marino have only one level of government, but the citizens in those states are (partly) 
reliant on policy provision by the French and Spanish, respectively the Italian governments. 
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how preferences are distributed over jurisdictions it is still a very challenging task to 
determine which jurisdictional size optimizes internalization of externalities and 
scale effects. 

This chapter tackles both problems by using a new dataset which combines a 
measure on externalities and scale effects of policies obtained from an expert survey 
with the actual provision of policies by government tiers in 40 countries obtained 
from detailed country studies by the Council of Europe and Local Government and 
Public Reform Initiative. Empirical analysis of the dataset provides evidence that 
countries do indeed follow patterns predicted by the decentralization theorem. That 
is, the allocation of policy provision tasks across government tiers is indeed a result 
of externalities and scale effects associated with policies and local preferences. 

The chapter is organized as follows: the next section summarizes the hypotheses 
posed in the literature to explain jurisdictional policy provision. The subsequent 
section deals with the data, operationalization of the variables and methodological 
issues. Then the results are reported which are followed by concluding remarks. 
 
 
6.2 Hypotheses 
 
This section summarizes expectations concerning when to expect local, regional and 
national policy provision. According to the decentralization theorem, externalities 
and scale effects associated with policies and local preferences should play a role but 
also other country–specific factors like politico–economical variables. Three 
country–specific factors are discerned: level of democracy, economic welfare and 
European Union membership. The hypothesized causes of multilevel policy 
provision are subsequently dealt with. 

 
 

6.2.1 Externalities and scale effects 
 
The two most important characteristics of public goods are externalities and scale 
effects (Besley and Coate 2003: 2628). The optimal jurisdictional size from a 
functional perspective is the one which internalizes externalities and reaps benefits 
of scale. It is important to note that in this perspective each policy has its own 
optimal jurisdictional size.2 Deviations from functionality arise when local 
preferences are heterogeneous. Optimality in the perspective of the decentralization 
theorem concerns the trade–off between functionality and heterogeneous 
preferences. In this chapter, however, a measure of functional optimal jurisdictional 
size is used and deviations from this pattern will be explained by the hypotheses 
posited below. 
 

                                                 
2 Another functional characteristic are scope effects/transactions costs which, however, are not policy 
specific. Scope effects arise when multiple policies are provided by the same government tier at lower 
relative costs compared when each policy is provided by different government tiers. This cost reduction is 
a result of reduced transaction costs and/or internalization of spillovers between policies. Scope effects/ 
transaction costs may have great explanatory power with regard to the number and type of subnational 
tiers as it is more economically efficient and effective to establish two or three general–purpose 
subnational tiers than several specific–purpose government tiers (Hooghe and Marks 2003).  
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6.2.2  Local Preferences 
 
Different local preferences regarding public goods may lead to decentralized policy 
provision. Geographical diversity in tastes for public services can be especially 
expected when ethnic–cultural–language–regional identities differ (Oates 1972; 
Alesina and Spolaore 2003). Individuals with different ethnocultural traditions may 
desire heterogeneous mixes of public goods, such as education, welfare and 
economic policy (see for empirical evidence: Osterkamp and Eller 2003).  

Also, individuals sharing ethnocultural norms may desire self–rule on intrinsic 
grounds leading to a demand for decentralized policy provision (Duchacek 1970; 
Page and Goldsmith 1989; Keating 1998; Loughlin 2001). Autonomy demands are 
usually mediated by political mobilization, e.g. by regionalist parties which demand 
decentralization (Brancati 2005 and 2006; De Winter and Gómez–Reino, Lynch 
2006; Sharpe 1993; Urwin 1985; Rokkan 1999; Rokkan and Urwin 1983). It is 
therefore expected that�Što the extent that ethnic/regional minorities are politically 
mobilized�Šthe relationship between local preferences and decentralized policy 
provision strengthens.  

Decentralization might also result from differences in, for example, economic or 
ideological preferences. Alesina and Spolaore (2003) argue that democratization 
makes the political system more responsive to heterogeneous preferences. The 
authors are indifferent regarding the source of heterogeneity of policy preferences 
which, thus, can have multiple roots. In order to test the argument made by Alesina 
and Spolaore, the model below introduces the variable general preferences which is 
measured by the Vanhanen index. This index consists of two components: 
competition and participation. Competition indicates the degree of power sharing 
among political parties (Vanhanen 2000: 253). The degree of participation indicates 
the extent of ‘the people’ taking part in politics, i.e. the extent of ‘direct democracy’ 
(Vanhanen 2000: 253). When all power is in the hands of one political party and 
hardly any people are eligible to vote, more central government concentration of 
policy provision is to be expected.  
 
 
6.2.3  Country–specific variables: democracy, economic development and 
European integration 
 
It is hypothesized that authoritarianism leads to deconcentrated rather than 
decentralized policy provision. Treisman (2007: 40–2) identifies two views of the 
link between authoritarian regimes and decentralization. The first is that 
authoritarian leaders impose whatever policy they like, limited only by functional 
and economical pressures. A second view sees authoritarian rulers as constrained, 
although in different ways than democratic politicians. An authoritarian regime also 
needs support of a substantial number of its citizens and one way to achieve this may 
be decentralizing policy provision according to local preferences. The result of both 
causal processes, however, is deconcentration rather than decentralization; that is, in 
authoritarian regimes policies are provided by central government agents rather than 
by locally elected politicians. 

It is expected that economically affluent countries make more use of 
decentralized policy provision than less developed countries. Some scholars note 
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that economic development, not democracy per se, may explain the association 
between decentralization and democracy (Treisman 2002; Prud’homme 1995). 
Economic development might make decentralization of policy provision to 
subnational tiers affordable (Wheare 1963: 51; Oates 1972: 228–229). Another 
explanation is that it is only at relatively high levels of per capita income that 
decentralization is demanded by citizens in the sense that its benefits can be more 
fully exploited without the problems or disadvantages that tend to be more present in 
countries at lower levels of development (Bahl 1999; Bardhan 2002; Martinez–
Vazquez and McNab 2003).  

A final hypothesized cause of decentralization is the process of European 
integration. Three causal paths are put forward. First, subnational tiers are likely to 
seek access to EU decision–making processes in those cases where EU policies cut 
across their domestic competence base (Jeffery 2000). This development might have 
led to a shift of decision–making power to the advantage of subnational tiers.  

Second, European integration leads to an increase in economic viability of 
regions which subsequently results in subnational mobilization. European 
integration removes large barriers to trade diminishing the economic advantage of 
large state size and, at the same time, increasing the prosperity of small countries 
and large regions (Alesina and Spolaore 2003; Marks and Hooghe 2000). Therefore, 
the decentralization demand of subnational actors is made more realistic and more 
politically influential by European integration (Jolly 2006 and 2007).  

A third hypothesized causal path concerns the instrument of EU–funding which 
is thought to enhance subnational mobilization as the EU distributes money directly 
to subnational governments (Jeffery 2000; Marks, Salk, Ray, Nielson 1996; Hooghe 
and Marks 2001). Furthermore, EU–funding pressures national governments to 
empower subnational authorities in EU cohesion policy (Brusis 2002; Hooghe 
1996). Consequently, EU–subsidies might also lead to decentralized policy 
provision.  
 
 
6.3 Data, operationalization and method 
6.3.1 Expert survey and country studies 
 
To derive measures for functional characteristics of policies, I use an expert survey 
conducted by Liesbet Hooghe, Gary Marks and Arjan H. Schakel in which 36 policy 
experts indicate for 34 policies which jurisdiction should have a role in provision 
considering only scale effects and externalities (appendix 6.1).3 From the expert 

                                                 
3 The question remains whether the expert survey solves the conceptual problems of measuring 
externalities and scale effects. I do not know whether the expert survey sufficiently solves these problems 
simply because we do not have a ‘golden standard’ of how to measure functional/economic 
characteristics of policies. For example, Dear, Fincher and Curie (1977) used psychometric methods to 
measure intangible external effects as perceived by citizens of public programs such as locational 
decisions of a landfill or mental health facility. Another study (Weigher and Zerbst 1973) measured 
externalities of neighborhood parks by comparing house prices of houses adjacent to a park with houses 
one block away from the park to determine whether public provision of these parks is economically 
justified. Price differentials are often used to quantify externalities (e.g. Le Goffe 2000; Irwin and 
Bockstael 2001; Eshet, Baron, Shechter and Ayalon 2007) but these studies do not investigate the 
scale�Šin area and population size�Šin which externalities occur. Other studies which have looked at the 
optimal distribution of competencies across levels of government are in essence expert judgment 
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survey an externalities and scale effects variable for each tier is constructed and 
these are operationalized as the probability that an expert would place an X in that 
jurisdiction for a given policy. The variable externalities and scale effects measures 
the probability that tier A in country B has a role in the provision of policy C. As 
mentioned above, this variable is used as a measure of optimal jurisdictional size 
from a functional perspective. An example is given below.  

The expert survey data is matched with data on the actual policy provision by 
government tiers in 40 countries, i.e. 16 West–European, 15 Central and Eastern 
European and 9 Caucasian republics. This data is collected by combining country 
studies undertaken by the Council of Europe and The Local Government and Public 
Service Reform Initiative (appendix 6.2). The country studies provide information 
on policy provision for 34 policies which coincide with the policies used in the 
expert survey. 

The country studies indicate whether a particular tier has a role in policy 
provision but the roles are not clearly specified in terms of depth and scope. First, 
the role of a tier may range from autonomous decision–making on policies to 
implementation according to strict central guidelines. Unfortunately, the country 
studies do not differentiate between regulation and executive powers. Second, the 
dependent variable does not provide information on the scope of the role either as it 
is not possible to discern the precise division of tasks between tiers. For example, 
when a policy is performed at the local as well as the regional level one does not 
know whether the division of tasks between these tiers is 30–70% or 70–30%, etc. 
What one can argue, however, is that when the national, regional and local tier co–
provide the policy the country is more decentralized than in the case when the 
national government solely provides the policy.  

The dependent variable is operationalized as a multinomial variable to account 
for the fact that the extent of decentralization cannot be discerned. That is, the data 
may indicate that decentralization has taken place, but it does not allow me to 
discern with respect to the depth (decision–making versus implementation powers) 
or scope (finance, infrastructure, personnel, etc.) of decentralization. 

However, the operationalization of the dependent variable does not affect the 
empirical test of the decentralization theorem. The decentralization theorem states 
that policies should be adapted towards heterogeneous preferences and 
decentralization is an instrument to achieve this in an optimal manner. But the 
decentralization theorem does not say anything about the required depth or scope of 
decentralization. As Treisman notes (2007, 11) “an all–powerful central 
government, implementing [policies] via subordinate field agents, could achieve the 
same efficiencies”.  

In this chapter I am interested in the question when policy tasks are 
decentralized to tiers where heterogeneous preferences have or are likely to have 
influence on policy implementation. A centrally appointed executive, who is 
responsible to the national government only, can relatively easily neglect 

                                                                                                                   
themselves (Alesina, Angeloni and Schuknecht 2005; Breuss and Eller 2004). Two major advantages of 
the expert survey in this chapter are, first, that I use more expert judgments than previous attempts which 
allows me to assess reliability. Second, the design of the expert survey allows me to assess validity 
concerning structural error as well. In addition, Shah’s (1997) analysis is used to validate the expert 
survey (see appendix 6.1). 
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heterogeneous preferences. Therefore, I include only tiers where ‘voice’ is 
organized, that is, tiers with a parliament, assembly or council.4  

Some countries combine deconcentration with self–governance at the same 
government tier either by creating separate administrations (Denmark, France, 
Norway, Romania, and Sweden) or by a centrally appointed executive head 
(Albania, Belgium, Lithuania, Poland, and the Netherlands). These government 
levels are included as some of these countries elect representatives in the executive 
of the deconcentrated state administration and/or the executive head is responsible to 
the council with respect to the deconcentrated tasks (Belgium, Denmark, 
Luxembourg, the Netherlands, and Sweden). In other countries the policy portfolio 
of the deconcentrated state administration is rather limited (France, Norway, Poland, 
and Romania). In Albania and Lithuania, the executive heads are centrally appointed 
but there is an advisory council present. The Caucasian republics make extensive use 
of centrally appointed executives which are under strict central government control. 
These subnational tiers are still included as long as there is an advisory council 
present. The model analyzed in this chapter introduces a variable which controls for 
the extent of democracy within a country. 

To summarize, the dependent variable indicates whether a particular tier or a 
combination of tiers, where ‘voice’ is organized, has a role in policy 
implementation. More details on the country studies are provided in appendix 6.2. 
 
 
6.3.2 Data structure 
 
The process of matching the expert survey with the country study data is displayed 
in tables 6.1A and 6.1B. The first column of table 6.1A shows five jurisdictional 
sizes as used in the expert survey. The column ‘experts’ presents the probabilities 
that an expert will put an X in that jurisdiction for a given policy. The probability is 
taken as a proxy that the jurisdiction has a role in providing the policy when only 
externalities and scale effects are considered. The sum of probabilities over five 
jurisdictions is 1.  
 
 
 
 

                                                 
4 When policy provision is the responsibility of the national government it does not mean that the 
national government can or does not recognize, for example, heterogeneous preferences. The national 
government may decentralize policy provision via deconcentrated agencies which might adapt policies 
according to heterogeneous preferences as even with delegation there is some room for influencing policy 
implementation (see e.g. Lipsky 1983; Meyers and Vorsanger 2003; Scott 1997; Sowa and Coleman 
Selden 2003). Austria and Serbia (within Serbia and Montenegro) are examples of countries which make 
use of general–purpose deconcentrated state administrations without councils or assemblies. An appendix, 
available from the author upon request, shows whether the national government makes use of 
deconcentrated general–purpose agencies and/or other deconcentrated state agencies. It turns out that all 
countries make use of deconcentrated policy provision although in a different manner (i.e. via general 
purpose state administration and/or deconcentrated agencies arranged per ministry) and to a different 
extent. In this way, the influence of voice is not guaranteed and it is left to the head of the deconcentrated 
agency or a national ministry to recognize heterogeneous preferences in the decision how, where and 
when to provide the policy.  
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Table 6.1A: Matching of the expert survey and country study data 

Jurisdictional size Experts Country A Country B Country C Country D 

< 20,000 0.1 Local tier: 1   Local tier: 1 

± 100,000 0.1  Local tier: 0 Local tier: 0 Regional tier: 0 

± 1 million 0.2 Regional tier: 1 Regional tier: 1  National tier: 1 

± 5 million 0.4 National tier: 1    

± 10 million 0.2  National tier: 1 National tier: 1  

Outcome category NRL = 1 NR = 1 N = 1 NL = 1 

Notes: the experts indicate the probability that a tier of a given jurisdictional size should have a role in the 
provision of the policy considering only scale effects and externalities. Outcome category represent 
policy provision by the: N = national tier only; NR = National + Regional tier; NL = National + Local 
tier; NRL = National + Regional + Local tier. 
 

Table 6.1B: Resulting data structure of the combined expert survey and country 
study data 

Country Policy Outcome Probability tier Ceiling Multi- Other independent 
  category Local Regional National effect level variables �Æ 

A 1 NRL 0.1 0.2 0.4 0.2 74  

B 1 NR 0.1 0.2 0.2 0.0 74  

C 1 N 0.1 �Š 0.2 0.0 74  

D 1 NL 0.1 0.1 0.2 0.6 74  

 
The next columns represent the country data. For each local, regional and 

national tier of a country an average population size is calculated (data on population 
size is obtained from the country studies and www.statoids.com, last consulted on 
August 20, 2007). A tier of a country is first classified into the jurisdictional scales 
used in the expert survey. Subsequently, it is determined whether this tier has a role 
in providing the policy. Finally, the outcome category is established which is 
matched to the probabilities from the expert survey. The resulting data structure is 
presented in 6.1B.  

To give an example, in country A, the national, the regional as well as the local 
tier provide the policy which results in the outcome category NRL. This outcome 
category constitutes the dependent variable while the probabilities from the expert 
survey are used as independent variables. For country A this means that the outcome 
category NRL is matched with probability National tier = 0.4; probability Regional 
tier = 0.2 and probability Local tier = 0.1. For country C this means that outcome 
category N is made dependent upon probability National tier = 0.2 and probability 
Local tier = 0.1. This is repeated for 40 countries and 34 policies.  
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6.3.3 Controls: ceiling effect and ‘multilevelness’ 
 
To analyze the data, it is necessary to control for two policy–specific functional 
characteristics. In this section I argue that one should control for country size and the 
‘multilevelness’ of policies. 

Country D exemplifies why one should correct for country size. The population 
size of country D is about one million and therefore probability National tier = 0.2. 
According to the experts�Šwho only take externalities and scale effects into 
consideration�Šcountry D would do a better job when the policy is provided by a 
jurisdiction of about five million people. To conclude that country D deviates from 
the pattern predicted by externalities and scale effects would be incorrect. Country D 
cannot ‘push the policy up’ to larger jurisdictions and is therefore not able to provide 
the policy more efficiently. The best country D can do is to provide the policy 
through the national tier. As a consequence, more policies will be provided by the 
national tier of country D than the regional tiers in country A and country B despite 
the fact that they all have approximately the same population size. To correct for 
this, the variable ceiling effect is introduced and is operationalized as the sum of the 
probabilities assigned to the jurisdictions scales larger than the country. For country 
D this means a value of 0.6 for the ceiling effect. Country A scores 0.2 on the ceiling 
effect, whereas countries B and C score 0.0 (see table 6.1B). The variable ceiling 
effect varies over countries and policies. 

A second functional characteristic of policies is the ‘multilevelness’ of policies. 
So far I have assumed that each policy has its own optimal jurisdictional size. 
However, some policies, such as environmental protection and roads, are efficiently 
handled by multiple jurisdictions and experts place X’s at multiple jurisdictional 
scales. To correct for the degree of ‘multilevelness’, the variable multilevel is 
introduced into the model and this variable is operationalized as the total number of 
placed X’s by the experts per policy. This variable varies over policies only (see 
appendix 6.1).  
 
 
6.3.4 Model 
 
Table 6.2 summarizes the operationalization of the independent variables introduced 
in the model. Appendix 6.3 provides statistical information on the independent 
variables.5  

Multinomial logit regression analysis is a suitable analytical technique as the 
outcome categories constitute a multinomial variable.6 In this type of analysis, 

                                                 
5 From the Pearson correlation table in appendix 6.3 (table 6.3B) one can observe that the general 
preferences and polyarchy variables correlate highly (i.e. Pearson correlation > 0.78). Despite this 
multicolinearity, however, the results appear to be robust, i.e. the estimations do not significantly change 
when general preferences or polyarchy is excluded. 
6 A potential weakness of the multinomial model is the independence of irrelevant alternatives (IIA) 
assumption. IIA means that the ratio of the categorical probabilities for two alternatives, A and B, is 
independent from all other alternatives in the categorical set (see Long 1997). I compute Hausmann and 
Small–Hsiao test statistics for both the three–tier and two–tier country dataset which suggests that the IIA 
assumption is not violated. 
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Table 6.2: Operationalization of the independent variables 
Variable Operationalization Source 

Functional: externalities  
  

and scale effects   

Probability National tier Probability that a tier should have a Expert survey 
Probability Regional tier role according to externalities and (appendix 6.1) 
Probability Local tier scale effects  

Ceiling effect Sum of the probabilities given by the  Expert survey 
 experts to jurisdictions which are  (appendix 6.1) 
 above the countries national tier  

Multilevel Total number of placed X’s by the  Expert survey 
 experts per policy (appendix 6.1) 

Preferences 
  

Ethnic fragmentation The probability that two randomly  Fearon (2003) and  
 selected individuals belong to a Annett (2001) 
 different ethnic groupA  

Strength of ethnoregional Percentage of seats for the ethnoregional Appendix 5.1 and the 
parties party in the lower chamber of parliamentB Inter-Parliamentary 

  Union (2007) 

General preferences Vanhanen overall index (Competition Vanhanen (2000) 
 multiplied by Participation)  

Controls   

Democracy   
Polyarchy Combined Polity Score (Polity IV) Marshall and  
 ranges from +10 (strongly democratic) Jaggers (2004) 
 to �í10 (strongly autocratic)C  

Development 
  

Economic welfare Natural log GDP (real) per capita Heston, Summers 
  and Aten (2006) 

European integration 
  

EU–membership Dichotomous variable (1 = country  Dinan (2005) 
 was member of the EU before 1995)  

EU–subsidies Average receipt of regional  Ederveen, De Groot 
 funds as fraction of GDPD and Nahuis (2006) 

Notes: all scores refer to one year between 1996–2001 depending on the country. Descriptive statistics can be 
consulted in appendix 6.3. 
A 36 country scores are taken from Fearon (2003) and scores for Iceland, Luxembourg and Malta are taken 
from Annett (2001). The Pearson correlation between both measures is 0.928 (p < 0.01; N = 27 countries). 
B Using the criteria developed in appendix 5.1, the Caucasian republics Armenia, Azerbaijan, Belarus, 
Kazakhstan, Moldova, Ukraine and Uzbekistan do not have ethnoregional parties represented in national 
parliament (1995–2001). The PARLINE database of the Inter–Parliamentary Union (IPU) is available on: 
http://www.ipu.org/parline–e/parlinesearch.asp (last accessed December 14, 2007). 
C The scores for Bosnia and Herzegovina, Malta and Luxembourg are assigned by the author. 
D Data refer the situation in 1995 as data for later years are not available. 
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probabilities of policy provision by the different tiers and combinations of tiers can 
be calculated without making any assumption on the rank order or intervals of the 
different categories. Robust standard errors are used as policies are clustered within 
countries.7 
 
 
6.4 Results 
 
The results of the multinomial logit regression analysis for twenty–six three–tier 
countries are given in table 6.3.8 The national tier is taken as a base category and is 
compared to the six other outcome categories.  

The functional variables have their hypothesized effect. An increase in the 
probability that the national tier provides a policy (probability National tier) 
coincides with a decrease in the probability that the regional or local tier, or the 
national tier in combination with the local or regional tier, provide the policy. The 
local tier gains a role in policy implementation, at the expense of the national tier, 
when probability Local tier increases. In smaller countries, the national tier gains 
role in policy provision whereas the regional and local tier combined lose role 
(ceiling effect). Finally, policies which should be provided by multiple tiers are 
indeed more often provided by combinations of tiers than by the national tier solely 
(multilevel).  

A remarkable finding in table 6.3 is that most other independent variables do not 
seem to have a significant effect. Those variables that do have a significant effect 
support the hypotheses, though. Ethnic fragmentation leads to more combined policy 
provision by the national plus regional or regional plus local tiers. Economic 
development leads to more policy implementation by the local and national tier 
whereas European subsidies lead to more role in policy provision for the national 
tier combined with the regional tier. These results might be interpreted as 
decentralization because these outcome categories gain role compared to the 
probability that the national tier solely provides a policy. However, we may also 
speak of decentralization when, for example, the regional and local tier combined 
gain role at the same time when the national, regional and local tier combined lose 
role. To investigate this possibility I need to change the base category: instead of 
using policy provision by the national tier solely I should use policy provision by the 
national + regional + local tier.  

As each outcome category may be compared to each other outcome category for 
all independent variables, the amount of the number of comparisons increases 
significantly (i.e. for the three–tier countries: 7 x 6 category outcome comparisons x 
12 independent variables). To enhance interpretation and reduce complexity, only 
the number and signs of the significant beta coefficients are given in table 6.4 and 
the size of beta–coefficients are left aside for the moment as these cannot be 
summed (Long 1997).  

                                                 
7 Robust standard errors cannot be estimated while simultaneously correcting for clustering of policies 
within countries and countries within policies. The results reported are robust when policies clustered 
instead of country clustered robust standard errors are used. 
8 Here I examine three–tier countries, however, the results reported are robust when examined in a two–
tier format (see appendix 6.4). 
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Table 6.3: Explaining policy provision 

Policy provision by the �:  Regional Local National+ National+ Regional+ National+ 
Independent variables tier tier Regional Local Local Regional+ 

�;   tier tier tier Local tier 

Functional       

Probability National tier      –0.63*  –0.65* –0.44   –0.37*   –0.78*  –0.31* 

Probability Regional tier    –0.17 –0.15   0.39   –0.44*   –0.50* –0.12 

Probability Local tier      0.10    1.37* –0.42    0.9**    0.83*    0.65* 

Ceiling effect    –0.48 –0.30 –0.14 –0.28    –0.87** –0.44 

Multilevel       0.61*    0.62*    0.67*    1.31*    1.09*    1.36* 

Preferences       

Ethnic fragmentation     1.64   0.00    0.81* –0.30    0.95*   0.45 

Strength of ethnoregional 
parties 

   –0.57 –0.10   0.09    0.20   0.17 –0.08 

General preferences    1.48   0.46 –0.63 –0.29   0.05 –0.42 

Country specific       

Democracy       
Polyarchy    –0.73 –0.19   0.43   0.07 –0.55   0.04 

Development       
Economic welfare     0.35   0.18   0.38    0.44*   0.64   0.64 

EU–integration       
EU–membership     0.49 –0.35 –0.20   0.09 –0.03 –0.17 
EU–subsidies –28.4 –0.26    0.41* –0.03 –0.47   0.25 

Constant    –7.13 –1.77 –0.56    0.83*    1.40*    1.74* 

Notes: * p < 0.05. Results of a multinomial logit analysis with the national tier as a base category. The table 
displays beta coefficients. All independent variables are standardized. Overall model parameters: N = 853 
country*policies (26 countries); Pseudo–likelihood = –1168.21; McFadden pseudo–R2: 22.0%; Cox&Snell 
pseudo–R2: 53.8%. 

 
The column ‘national tier’ shows the results when the national tier is the base 

category. The results presented in the row probability National tier in table 6.3 are 
summarized in one cell of table 6.4. An increase in the probability that the national 
tier provides a policy (probability National tier) coincides with a decrease in 
probability for five outcome categories (table 6.3). This means that the probability 
that the national tier solely implements a policy increases to the expense of the 
probabilities of five other outcome categories; hence the +5 in the first cell of table 
6.4. This is repeated for each outcome category. In each row of table 6.4 the total 
number of ‘+’ and ‘–’ is equal. When a ‘+’ and ‘–’ are combined in one cell it means 
that an increase in the independent variable leads to a higher and a lower probability 
for the base category depending to which other outcome category one compares. 
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Table 6.4: Explaining policy provision: number and sign of significant beta coefficients 

Policy provision by the�:  National Regional Local National+ National+ Regional+ National+ 
Independent variables tier tier tier Regional Local Local Regional+ 

�;    tier tier tier Local tier 

Functional        

Probability National tier +5 –1 –2 �Š �Š1 –2 +2/–1 

Probability Regional tier +2 �Š +1/–1 +3 –2 –4 +1/ 

Probability Local tier –4 –4 +5 –4 +3 +3/–1 +3/–1 

Ceiling effect +1 �Š +1 +1  –4 +1 

Multilevel –6 +1/–3 +1/–3 +1/–2 +4 +3/–1 +5 

Preferences        

Ethnic fragmentation –2 +2 –3 +3 –4 +3 +1 

Strength of ethnoregional 
parties 

�Š –2 �Š +1 �Š +1 �Š 

General preferences �Š +3 +2 –2 �Š �Š1 –2 

Country specific        

Democracy        
Polyarchy �Š –1 –1 +3 �Š �Š –1 

Development        
Economic welfare –1 �Š �Š1 �Š +1 �Š +1 

EU–integration        
EU–membership �Š �Š �Š �Š �Š �Š �Š 
EU–subsidies –1 – –2 +4 –1 –2 +2 

Notes: The table displays the number of significant beta coefficients and their sign. Each column represents a run of 
the same multinomial model but with the outcome category in the column as a base category. Only beta coefficients 
which are significant at the 5% level (p < 0.05; clustered corrected standard errors) are included. Beta coefficients 
which are positive are shown in bold. Out of 504 comparisons (7 x 6 category comparisons x 12 independent 
variables) 148 beta coefficients are found to be significant at the 5% level. Overall model parameters: N = 853 
country*policies (26 countries); Pseudo–likelihood = ––1168.21; McFadden pseudo–R2: 22.0%; Cox&Snell pseudo–
R2: 53.8% 

 
By presenting the positive beta coefficients in bold, tendencies of policy 

provision across categories becomes apparent. A higher probability National tier, 
for example, leads to a gain in policy provision by the national tier only and a 
combination of the national, regional and local tiers. Conversely, a higher 
probability National tier leads to a reduced role in policy provision by the regional 
and local government alone and by the combinations national plus local and regional 
plus local tiers. Similar interpretations account for probability Regional tier and 
probability Local tier. For all three tiers, these probability variables have their 
hypothesized effect.  

The ceiling effect leads to a higher probability that the national tier will be 
involved in policy provision whereas the regional and local tier combined obtain a 
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lower probability. The multilevel variable has also its hypothesized effect as the 
probabilities of policy provision by the national, regional or local tier only 
decreases, whereas the probabilities of policy provision by combinations of tiers 
increase. 

The combined effect of ethnic fragmentation and the strength of the 
ethnoregional parties lead to a higher probability that the regional tier and, to a 
lesser extent, the local tier has a role in policy provision. Ethnic fragmentation leads 
to more policy provision by the regional tier alone or any combination in which the 
regional tier is part of. Political mobilization of ethnoregional minorities lead to 
higher probabilities of policy provision by the national and regional tier combined 
and the local tier in combination with the regional tier. Although the probabilities 
that the national tier and local tier will have a role in policy provision decreases 
when ethnic fragmentation increases, once the ethnoregional minorities are 
politically mobilized, the probability that national and local government gains a role 
in policy provision increases. Though, the gain for the national tier seems to be 
offset when preferences in general are politically mobilized. An increase in general 
preferences leads to a decrease in the probability of co–provision by the national 
plus regional and regional plus local tier and by a combination of all three tiers 
whereas the probability of policy provision by the local or regional tier only 
increases. In sum, however, heterogeneous preferences lead to decentralization of 
policy provision.  

The country–specific variables show centralizing and decentralizing trends. 
Contrary to expectations democracy leads to centralized policy provision as the local 
tier lose and the national tier gains role. Polyarchy increases policy provision by the 
national plus regional tier and leads to less policy provision by the local or regional 
tier only or by all three tiers combined.  

Development leads to decentralized policy provision as economic welfare 
decreases the probability that the national tier solely provides the policy and 
increases the probability that policies are co–provided by the national and local or all 
three tiers together. However, development also leads to less provision by the local 
tier solely which signifies some centralizing tendency.  

Finally, EU–membership seems to have no bearing at all on which government 
tiers provide the policy, but EU–subsidies have. When a country receives EU–
subsidies, the probability that a policy is provided by a local tier decreases. The 
probability of policy provision by the local tier solely, by a combination of the 
national and local tier or by a combination of the regional and local tier decreases 
which is probably not offset by the increase in the probability of policy provision by 
all three tiers together. The regional and, to a lesser extent, the national tier seem to 
get a higher probability of being involved in policy provision as the increase in the 
probability that a combination of the national and regional tier and/or all three tiers 
co–providing the policy probably makes up for and more the loss in probability for 
the national tier only, a combination of the national and local tier and the 
combination of the regional and local tier. EU–subsidies have thus also a 
decentralizing and a centralizing effect.  

How may one explain the decentralizing and centralizing influence of the 
country–specific variables? If one focus on the combined effect of the country–
specific variables, one can see in table 6.4 that the probabilities that policies are 
implemented by tiers on their own decrease whereas the probabilities that a 
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combination of tiers have a role in policy provision increase. The country–specific 
variables, apparently, do not have clear decentralizing or centralizing effects but 
they do lead to more multilevel government. Closer examination reveals that these 
variables pit the Caucasian republics and the eastern European countries9 against the 
western European countries. The Caucasian republics and the eastern European 
countries are not a member of the EU (before 2002) and score significantly lower (p 
< 0.05; ANOVA) on democracy, economic development and general preferences but 
not on the other independent variables. The need for multilevel government may 
increase when citizens become more involved in politics and economies become 
more developed, interdependent and integrated.  

The results presented in table 6.4 shows that all independent variables, except 
EU–membership, have a bearing on which government tier or combination of tiers 
provides a policy. To assess the contribution of the independent variables in 
explaining policy provision, table 6.5 presents the improvement of the model 
measured by two different pseudo–R2’s. First, a model with the functional 
independent variables is estimated and each cluster of independent variables is 
subsequently introduced into the model. 
 
 

Table 6.5: Explaining policy provision: pseudo–R2 

Cluster Cox&Snell pseudo–R2 �ûR2 McFadden pseudo–R2adj. �ûR2 

Functional 36.5 36.5 10.5 10.5 

Preferences 47.6 11.0 14.8 4.3 

Democracy 48.7  1.1 15.0 0.2 

Development 50.2  1.5 15.4 0.4 

EU integration 53.8  3.6 16.8 1.4 

Notes: Shown are scores for two scalar measures of fit (pseudo–R2) and the difference between 
the scores by addition of a cluster of independent variables to the multinomial model (from the 
top to the bottom of the table). The adjusted McFadden’s pseudo–R2 adjusts for the number of 
parameters in the model. �ûR2 is the difference in pseudo–R2 when a cluster of hypotheses is 
added to the model. Estimates are obtained with the fitstat command in Stata. Clusters of 
independent variables: 
Functional  probability National tier, probability Regional tier, probability Local tier, 
  ceiling effect and multilevel 
Preferences  ethnic fragmentation, strength of ethnoregional parties and general 
  preferences 
Democracy  polyarchy 
Development  economic welfare 
EU–integration  EU–membership and EU–subsidies 
See table 6.2 for the operationalization of the independent variables and appendix 6.3 (table 
6.3A) for descriptive statistics. The estimates are based upon 853 country*policies (26 
countries). 
 

                                                 
9 Albania, Belarus, Bosnia and Herzegovina, Croatia, Hungary, Kazakhstan, Latvia, Lithuania, Moldova, 
Poland, Romania, Russian federation, Serbia and Montenegro, Ukraine and Uzbekistan. 
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From table 6.5 one can observe that most of the improvement can be ascribed to 
the functional and preference clusters of independent variables which account for 
approximately two–thirds and one–fourth, respectively, of the total improvement. 
The addition of the democracy, development and EU–integration variables do add 
some significant improvement of the model but the improvement is small. This 
seems to suggest that policy provision by government tiers is largely shaped by 
functional characteristics of policies and the presence of heterogeneous preferences. 
The results do not depend on the number of independent variables included per 
cluster as the results for the adjusted McFadden’s pseudo–R2, which adjusts for the 
number of parameters in the model, corroborate the results for the Cox&Snell 
pseudo–R2.  

In order to gauge which outcome categories are affected, changes in predicted 
probabilities are calculated. Shown in figure 6.1 are the changes in predicted 
probabilities for the seven outcome categories in the 26 three–tier countries when 
the independent variables of the preference cluster increase with one standard 
deviation while all other independent variables are held at their mean. Figure 6.1 
displays the effects of preferences relating to identity (i.e. ethnic fragmentation and 
strength of ethnoregional parties) separately from those resulting from 
heterogeneity of general preferences (general preferences) as these variables affect 
outcome categories in different and opposing ways (see table 6.4).  

From figure 6.1 the differential effect of identity and general heterogeneous 
preferences becomes clear. When ethnoregional minorities are present and become 
politically mobilized, the national and local tier lose role while the regional tier 
gains role in policy provision. The probability that policy provision by the national 
and local tier solely and in combination decreases while the probabilities for national 
plus regional tier and regional plus local tier increases. General preferences, 
however, increases the probability that the local tier solely provides the policy but 
the national and regional tier lose role as the probability that policies are provided by 
the national combined with the regional tier or all three tiers together decreases. All 
variables have their hypothesized decentralizing effect, but in the case of identity the 
regional tier seems to gain role whereas for general preferences it is the local tier 
which gains role. 

How can one account for this differential effect? A closer examination on the 
data reveals an interesting pattern. General preferences is negatively correlated with 
ethnic fragmentation (Pearson r: –0.39; p < 0.05). If we look at the countries which 
score high on democratic openness but low on ethnic fragmentation we observe that 
the Scandinavian countries (Denmark, Finland, Norway and Sweden) are pitted 
against the other countries. 

Indeed, Scandinavian countries score significantly higher on general preferences 
(36.7 versus 25.5) and lower on ethnic fragmentation (0.137 versus 0.370) but not 
on the other independent variables (p < 0.05; ANOVA).10 If we calculate the 
proportion of policies which are provided by the local tier solely out of total policies 
we find a striking average of 52% for the Scandinavian countries versus 24% for the 
other countries (p < 0.05; ANOVA).  

                                                 
10 The Scandinavian countries also score significantly higher on economic welfare but an increase of one 
standard deviation in economic welfare, while all other variables are held at their mean, has no significant 
effect. 
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Figure 6.1: Change in predicted probabilities for policy provision by 
government tiers 

 
Notes: * p < 0.05 (one–tailed), ** p < 0.05 (two–tailed). Shown are changes in predicted probabilities 
and their 95% confidence interval (delta method) for policy provision by seven outcome categories 
when ethnic fragmentation and strength of ethnoregional parties (preferences: identity) and general 
preferences (preferences: general) increase with one standard deviation while all other variables are 
held at their mean. See table 6.2 for the operationalization of the independent variables and appendix 
6.3 (table 6.3A) for descriptive statistics. Estimates are obtained with the prvalue command in Stata. 
Overall model parameters: N = 853 country*policies (26 countries); Pseudo likelihood = –1168.21; 
McFadden pseudo–R2: 22.0%; Cox&Snell pseudo–R2: 53.8%. The changes in predicted probabilities 
are based upon the following multinomial model: 
Pr(outcome category)  =  ��(probability National tier) + ��(probability Regional  
    tier) + ��(probability Local tier) + ��(ceiling effect) +  
    ��(multilevel) + ��(ethnic fragmentation) + ��(strength of  
    ethnoregional parties) + ��(democratic openness) +  
    ��(polyarchy) + ��(economic welfare) +   
    ��(EU–membership) + ��(EU–subsidies) + constant 

 
 

A difference in ideological preferences between countries may explain this 
finding. Political scientists often group the Scandinavian countries together with 
respect to the form of political organization and in terms of central–local relations. 
The vertical state structure of Scandinavian countries may be described as 
decentralized unitary countries with strong local autonomy (Page and Goldsmith 
1987; Loughlin 2001). The evolution of this state format might be explained by the 
growth of the welfare state. The scale effects and externalities of educational, social 
welfare and health policies are such that implementation needs to be decentralized 
(Ter–minassian 1997b) and as the Scandinavian countries have a long standing 
tradition of local democracy combined with social democratic hegemony during the 
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last five decades (Huber and Stephens 2001), local governments have been 
strengthened at the same time as the welfare state was developed.  

Changes in predicted probabilities for the other three clusters (democracy, 
development and EU–integration) are also calculated but do not reach significance 
except for two outcome categories. A standard deviation increase in polyarchy leads 
to less policy provision by the regional and local tier combined (about –7.0%) and 
EU–integration leads to a lower probability that the local tier solely provides a 
policy (about –10.0%). These results corroborate the conclusion that policy 
provision is, by and large, a result of a trade–off between functionality and 
heterogeneous preferences.  
 
 
6.5 Concluding remarks 
 
This chapter shows that policy provision is determined by policy characteristics, on 
the one hand, and local preferences and country–specific factors, on the other. 
Countries seem to follow the recommendations of the decentralization theorem. 
Functional characteristics, preferences, democracy, European subsidies and 
economic welfare all have a bearing on which particular tier or combinations of tiers 
will provide a policy although the strength of these factors varies considerably. The 
real added value of this chapter, however, is to show that these effects hold while 
controlling for the other independent variables and thus providing a systematic 
empirical test of the decentralization theorem. 

The results show that heterogeneous preferences lead to decentralization of 
policy provision. First, a difference in ideological preferences between countries 
may explain the decentralization of policies to local governments in the 
Scandinavian countries. An increase in heterogeneity of general preferences leads to 
policy provision by the local tier. Second, heterogeneous preferences with respect to 
identity increase the probability that the regional tier is involved in providing 
policies whereas the probability for the national and local tier decreases. This means 
that, in the perspective of the national government, the presence of ethnoregional 
minorities and the political mobilization of these minorities, leads to decentralization 
of policy provision. However, from the viewpoint of local governments it means 
centralization (see also Toonen and Steen 2008).  

The other independent variables show centralizing and decentralizing results, 
but their overall effect is that the probability that policies are solely provided 
decreases whereas the probability that multiple tiers have a role in policy 
implementation increases. Democracy, economic development and European 
integration may lead to more multilevel government.  

The results exemplify that centralization and decentralization should be 
conceived as concentration, respectively, diffusion or sharing of authority rather 
than ‘closer to or away from the national government’ as it is normally understood 
(e.g. Oates 1972; Page and Goldsmith 1989; Treisman 2007; Watts 2008). 
Decentralization is better conceived as sharing of authority over multiple tiers 
whereas centralization should denote concentration of authority at a particular tier 
which scale might range from the local to the global.  

In my view, there are three interesting avenues for further empirical research on 
the decentralization theorem. As the dependent variable concerns tiers where ‘voice’ 
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is present, it is useful to complement the dataset with data on policy provision by 
general purpose deconcentrated state agencies or deconcentrated state agencies 
arranged per ministry. 

Another promising line of research is to increase the number of policies and to 
investigate policy specific effects. Policies like defense and foreign relations are 
always provided by the national government, whereas other policies, like garbage 
collection, are most often provided by local governments. The externalities and scale 
effects of those policies are so intense that deviation from the functional optimal 
jurisdictional size is (very) costly. A policy specific hypothesis would then be that 
the probability for a policy to be decentralized is dependent upon the intensity of its 
externalities and scale effects or that social–cultural policies have a higher 
probability to be decentralized than other policies as it may be expected that ethnic 
minorities will prioritize having autonomy over these policies.  

Finally, increasing the informative nature of the data deserves attention. The 
dependent variable used in this chapter is a simple dichotomous variable which 
varies over outcome categories. It is very difficult to tell what is behind the zeros or 
ones in terms of depth and scope. A one may range from autonomous decision–
making on policies to implementation according to strict central guidelines. In terms 
of authority, these two possible situations constitute extremes. Also, it would be 
interesting to see when policies are shared, i.e. when multiple tiers score a one, to 
measure which tier is responsible for finance, personnel, redistribution, 
infrastructure, etc. 
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Abstract 
 

The allocation of policies across government tiers varies greatly among countries. 
This chapter investigates the impact of identity and functionality pressures on the 
allocation of policies at the local, regional, and national level. Using a dataset which 
combines an expert survey and several country studies, this chapter shows that 
identity pressures lead to a greater concentration of policies at the regional level. 
The effect of identity pressures, however, is moderated by two policy characteristics. 
First, regional concentration is more pronounced for social–cultural policies than for 
economic–utilities policies. Second, policies with high externalities and scale effects 
are less subject to regional concentration. They tend to be located at the level that 
seems most functionally appropriate. This is proof that functionality bites—even in 
countries with strong regionalist parties. 
 
 
Keywords: policy allocation; identity; functionality; postfunctionalism; 
decentralization theorem  
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7 Explaining Policy Allocation Across Government Tiers by 
 Identity and Functionality.  
 
 
7.1  Introduction  
 
The allocation of tasks across government tiers is changing significantly over time. 
Policies such as agriculture, competition and money have been shifted upward to the 
European level (Hooghe and Marks 2001) while at the same time policies such as 
culture, education and language have shifted downward to subnational tiers in a 
number of countries (Swenden 2006). These developments arouse the interest of 
political scientists in the causes underlying the (changing) division of policies over 
government levels. The decentralization theorem (Oates 1972, 1999) and 
postfunctionalism (Hooghe and Marks 2009b) are examples of theories which 
explain the vertical state structure by functional and economic characteristics of 
policies (efficiency) on the one hand and heterogeneous preferences or identity on 
the other hand (see below). However, we are still not able to sufficiently account for 
the (changing) allocation of policies across government tiers.  

First, it is difficult to establish in how far efficiency shapes the structure of 
government (Hooghe and Marks 2009a). Treisman (2007) concludes that, depending 
on demand conditions and various technological and social factors, anything from a 
unitary to a multi–tier structure could be most efficient in a given country at a given 
time. Also, most policies provided by government are not pure public goods1, and 
determining the optimal structure of the public sector becomes considerably more 
complex in the case of non pure public goods (Oates 1972: 37–38). Second, we lack 
measures for the allocation of policies across government tiers in national multilevel 
systems. As Wallace Oates (1972: 196) and Edward Page (1991: 14) note, a direct 
measure requires a list of public goods provided by each level of government in each 
country.  

The goal of this chapter is to explore in how far the (changing) distribution of 
policies across government tiers is a function of economic characteristics of policies 
and identity. This chapter tackles the aforementioned problems by combining a 
measure on the optimal jurisdictional size derived from an expert survey (appendix 
6.1) with a measure on the actual policy allocation across national, regional and 
local tiers in 26 countries (appendix 6.2). Using this dataset I will show that identity 
pressures lead to changes in the policy allocation across tiers. However, which 
policies are relocated is a function of two policy characteristics: efficiency and 
whether it is a social–cultural or an economic–utility policy.  

The next section elaborates on the decentralization theorem and 
postfunctionalism, develops hypotheses when to expect changes in the policy 
allocation across tiers and deals with the research strategy used in this chapter. The 
following section discusses data and the fourth section presents the model. The fifth 
section contains the results which are followed by concluding remarks. 

                                                 
1 Pure public goods exhibit two significant characteristics: nonrivalry and nonexcludability (Cornes and 
Sadler 1999: 53–58). Nonrivalry means that the consumption by one individual does not reduce the 
services available for consumption by others. Nonexcludability signifies that the services are made 
available to many and consumption by others can not be avoided. 
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7.2  Hypotheses 
 
This section discusses first two theories for explaining policy allocation across 
government tiers. Then it will be argued that the allocation of policies is policy 
specific and two hypotheses are put forward. First it is hypothesized that social–
cultural policies are more likely to be provided by local and regional tiers. The 
second hypothesis focuses on functional characteristics of policies and states that 
policies with low externalities and scale effects are more likely to be relocated than 
policies with high externalities and scale effects. In the last section the combined 
effect of these two pressures will be considered.  
 
 
7.2.1 Explaining the allocation of policies across government tiers: the 
decentralization theorem and postfunctionalism 
 
The decentralization theorem states that the optimal degree of decentralization 
depends on the heterogeneity of preferences and inter–jurisdictional spillovers 
(externalities) and economies of scale (Alesina and Spoalore 2003; Oates 1972 and 
1999). An externality or spill–over occurs when a decision produces costs or 
benefits to people other than those making the decision (Tullock 1969). Scale effects 
occur when additional units of a good or a service can be produced with relatively 
less input costs (Tullock 1969). In order to maximize welfare of citizens, public 
goods should be provided by the jurisdiction that, on the one hand, is able to tailor 
public goods towards local preferences and, on the other hand, reaps scale effects 
and internalizes externalities.  

Related to the decentralization theorem is the theory of postfunctionalism 
(Hooghe and Marks 2009b). The central claim of postfunctionalism is that 
jurisdictional design is best conceived as the outcome of identity and functional, and 
to a lesser extent, distributional pressures. Hooghe and Marks start from the premise 
that governance has two entirely different purposes. On the one hand, governance is 
a means to achieve collective benefits by coordinating human activity; on the other 
hand, governance is an expression of community. There is an inherent tension 
between these two purposes of governance as the functional need for human 
cooperation rarely coincides with the territorial scope of community (Hooghe and 
Marks 2009b: 2). The authors argue that once jurisdictional design is politicized, 
there is greater chance that identity gains relevance over functional pressures. 
Hooghe and Marks extend the argument by arguing that community and self–
governance, expressed in public opinion and mobilized by political parties, lie at the 
heart of jurisdictional design (2009b: 23). They expect, therefore, that�Što the extent 
that public opinion and political parties are involved�Šjurisdictional design is biased 
towards identity rather than towards distributional and functional pressures. 

Postfunctionalism and the decentralization theorem share the premise that 
jurisdictional design is or should be a function of functionality and identity or 
heterogeneity of preferences. But how is the allocation of policies across 
government tiers affected by these two variables? 
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7.2.2  Identity2 
 
There are many ways in which ethnic minorities can be recognized once the 
solutions of territorial separation or integration/assimilation are not seen as feasible 
options. Arrangements may vary from special privileges and rights to various forms 
of federalism and decentralization (Duchacek 1970; Elazar 1987; Keating 2001). 
There are numerous examples which lead us to expect that social–cultural policies 
are the first policies to be subject under such arrangements.  

If we observe the institutional development of regionalization and federalization 
processes over time we find that culture, education and language policies are among 
the first to be tailored towards the demands of ethnic minorities. Belgium, for 
example, introduced language laws in 1898, in the 1930s and 1963, which made 
Dutch an official language, made the institutions in Brussels bilingual, and 
established a linguistic frontier between the regions (Hooghe 2004). The 
constitutional reform of Belgium in 1970, which started formally the federalization 
process, set up two cultural councils consisting of Flemish– and French–speaking 
members of the national parliament which had authority to pass degrees on aspects 
of culture, education and language (Swenden 2006: 39–42; Watts 2008: 43–45). 

A second example concerns Italy. In 1970, a constitutional revision paved the 
way for regionalization by establishing fifteen ordinary–statute regions next to the 
five special–statute regions which had already been established in 1948. In 1977, a 
law provided regioni with competences in urban planning, regional development, 
urban and rural policing but also health and hospital assistance, education and 
culture and communications (Putnam 1993, 18–26). However, it was 25 years later 
when a constitutional reform in 2001 consolidated the principle of residuals powers 
(given to the regioni in 1997) and extended it to legislative competencies concurrent 
with the central government in international and EU relations, foreign trade, job 
protection and industrial safety, education, scientific research, health, food, sport, 
civil protection, town planning, ports and airports, cultural and environmental 
resources, transport and energy (Amoretti 2004).  

Also, cross–sectionally we observe that social–cultural policies are prime 
subject matter of federative arrangements. Corsica in France, for example, receives 
additional state subsidies and some enhanced authority (beyond that of other 
régions) over education, culture, the environment, agriculture, housing, transport 
and social policy (Loughlin and Daftary 1999). The most important competencies of 
Åland, an island within Finland with a Swedish speaking minority, include 
education, culture and preservation of ancient monuments, health and medical care, 
environment, industry promotion, and radio and television (Loughlin and Daftary 
1999). Similarly, Quebec within Canada has somewhat more extensive 
competencies with regard to immigration, pensions, health and education compared 
to its provincial counterparts (Banting 2005; Watts 2008: 32–33).  

As elaborated above, postfunctionalism expects that once identity is politicized 
there is a greater chance that identity gains relevance over functional pressures. The 

                                                 
2 Ethnicity, based upon race, language, culture, religion or territory, is considered to be a major ingredient 
for identity (Duchacek 1970; Keating 2001; Swenden 2006) as well as for heterogeneous preferences 
(Oates 1972; Panizza 1999). Therefore, in this chapter, I use ethnic fragmentation as a proxy for differing 
identities and heterogeneous preferences. 
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literature shows indeed that regional parties increase ethnic conflict and thereby 
produce legislation that favors certain groups/regions over others (Brancati 2006 and 
2008; Amoretti and Bermeo 2004). This has led Swenden (2006: 187) to state that 
“parties and party leaders are perhaps the single most important political actors for 
determining how the decentralized structure of the state evolves” (see also Riker 
1964 and Filippov, Ordeshook and Shvetsova 2004). The presence of ethnic and 
regional parties is, therefore, expected to strengthen the causal link between ethnic 
minorities and the policy allocation across governments.  
 
 
7.2.3 Functional characteristics of policies 
 
As noticed earlier, two important functional characteristics of policies are scale 
effects and externalities. Optimal provision of policies is achieved once scale effects 
can be reaped and externalities are internalized (Alesina and Spolaore 2003; Besley 
and Coate 2003; Oates 1972 and 1999). It is important to note that in this 
perspective each policy has its own optimal jurisdictional size. Deviation from 
optimality implies costs or, at least, not incurred efficiency gains (Oates 1972). 
Therefore, policies with low scale effects and externalities are less costly to relocate 
over tiers than policies with high scale effects and externalities.  

For example, it is very costly to decentralize defense as this would imply that 
each of the subnational jurisdictions would have to establish its own army. Scale 
effects can be achieved when defense is centralized since financial resources are 
pooled and more diverse weaponry may be bought. Also, defense is a good which 
benefits extend nation–wide (Ter–Minassian 1997a). Museums, for example, are 
less costly to decentralize than defense. Scale effects with respect to diversification 
and appropriating a collection can be achieved when financial resources are 
centralized but the costs implied by decentralizing museums are probably (much) 
less than the costs to decentralize defense. This leads to the hypothesis that the 
likelihood of relocation from the optimal tier to higher or lower jurisdictions is 
greater for policies with low externalities and scale effects than for policies with 
high externalities and scale effects. In other words, I expect that policies like defense 
have a lower probability to be relocated from the optimal tier than policies like 
museums.  
 
 
7.2.4 Identity versus functional pressures 
 
According to postfunctionalism and the decentralization theorem, the allocation of 
policies across government levels should be a result of functional and identity 
pressures. By using ‘extreme’ cases (e.g. defense, foreign relations) many scholars 
have found evidence for the functional hypothesis (Swenden 2006; Ter–Minassian 
1997b). These studies demonstrate, for example, that defense and foreign relations 
are almost always a competence of the central government, whereas a policy like 
sanitation is assigned to local governments. Analyses on the whole government 
policy portfolio (e.g. fiscal indicators) confirm the functional as well as the identity 
hypothesis (Oates 1972; Panizza 1999). Both types of research, however, have 
caveats. First, focusing on the total or great part of the government policy portfolio 
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essentially shows that the identity effect is strong enough to ‘pop up’ at the 
aggregate level. But, if one shifts the analysis to the policy level the evidence is 
inconclusive. Second, research focused on ‘extreme cases’ cannot account for 
variation in the allocation of ‘non–extreme policies’.  

Several cases in point are given by Ter–Minassian (1997b) who describes the 
allocation of social–cultural policies across government levels for several countries. 
The provision of unemployment benefits is often a central responsibility but not 
always as is the case in the United States, where it is a state responsibility. Social 
assistance is delivered by local governments but the central and/or regional level 
generally plays a role in setting standards for local programs. In the area of 
education, the most frequent pattern is the assignment of responsibility for the 
primary and secondary levels to local governments and for the postsecondary level 
to the national or regional governments. In a number of unitary states, however, 
education at all levels remains a central government responsibility. As a final 
example, Ter–Minassian (1997b) shows that concurrent responsibilities are frequent 
in the area of health. Local governments are often responsible for basic and 
preventive health care provision. The states in federal countries and the central 
government in unitary countries are generally responsible for health protection and 
hospitals. Also, decentralization of health policies demonstrates overlapping, and 
even duplication of services.  

For all these policies we can not establish in how far their allocation across 
government tiers is caused by functionality and identity. Still, it is very likely that 
each and every policy is allocated according to both pressures albeit to a different 
degree. This leads to the question what to expect when the identity and functional 
hypotheses are considered simultaneously? 

Table 7.1 summarizes the expectations according to functional and identity 
pressures. The rows in table 7.1 illustrate the hypothesized effect of functionality 
whereas the columns exhibit the assumed consequence of identity.  

 
 

Table 7.1: Expectations of the likelihood of relocation of policies across 
government tiers when the functional hypothesis (externalities and scale 
effects) is combined with the identity hypothesis 

Intensity of externalities Policies 
and scale effects of policies Economic–utilities Social–cultural 

A: – – B: – + 

Consumer protection Preschool High 

Cemeteries and crematoria Nurseries and kindergartens 

C: + – D: + + 

Water supply Family welfare services Low 

Gas Museums 

Notes:  + = likely to be relocated;  
 – = not likely to be relocated. 
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Clear expectations can be derived when both pressures exert an equivalent 
influence. Social–cultural policies with low externalities and scale effects (cell D) 
are most likely whereas economic–utilities policies3 with high externalities and scale 
effects (cell A) are least likely to relocate. However, it is rather difficult to establish 
specific expectations once the two hypotheses ‘bite each other’ as is the case with 
social–cultural policies with high externalities and scale effects (cell B) and 
economic–utilities policies with low externalities and scale effects (cell C). But the 
likelihood to relocate for these policies should lie in between cell A and cell D 
policies. To put it in mathematical terms, the probabilities to relocate should exhibit 
the following rank order (from low to high): A<B<C<D or A<C<B<D. 

In case of cell A and cell D policies we analyze the aggregate and analogous 
effect of functionality and identity. But analyzing the equivalent effect does not 
permit me to analyze the strength of each pressure separately. To establish the causal 
mechanism underlying policy (re)allocation I have to pursue a policy–by–policy 
analysis while carefully controlling for both pressures. 

The strategy used in this chapter is as follows. An expert survey is used to 
measure externalities and scale effects of individual policies. This indicator is 
subsequently used to select policies which are most and least likely to relocate when 
one considers functional characteristics only. According to the identity hypothesis, 
social–cultural policies are more likely to be provided by subnational tiers. Using 
these two criteria, policies can be categorized according to table 7.1. Subsequently, 
two policies from each cell of table 7.1 are examined in detail. The strategy 
suggested in this section requires that externalities and scale effects for each policy 
are being measured. The next section discusses how this chapter approaches this 
issue.  
 
 
7.3  Data 
7.3.1  Independent variable: functionality 
 
To derive measures for functional characteristics of policies, I use an expert survey 
conducted by Liesbet Hooghe, Gary Marks and Arjan H. Schakel (appendix 6.1). In 
the expert survey, thirty–six policy experts indicate for thirty–four policies which 
jurisdiction should provide a policy considering scale effects and externalities.4 The 
expert survey is used to obtain probabilities that an expert would place an X in a 
jurisdiction for a given policy. These probabilities represent the likelihood�Šbased 
upon intersubjective agreement�Šthat a particular jurisdiction will provide a policy 
according to functional characteristics. Rather than pinpointing precisely which 
jurisdictional size should provide the policy, this measurement excludes certain 
possibilities. For example, the expert survey might signify that primary education 
may be efficiently handled at jurisdictional sizes of 20,000 or 100,000 people but not 
above 1 million.  

                                                 
3 The categorization of policies is based upon the country studies from which data is obtained (see 
below). 
4 See for other attempts to measure externalities: Dear, Fincher and Curie (1977) and Weigher and Zerbst 
(1973). 
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For each local, regional and national tier of a country an average population size 
is calculated.5 By using the expert survey, a probability can be allocated to a 
particular government tier. These variables�Šone per tier�Šmeasure the likelihood 
that tier A in country B has a role in the provision of policy C. More details on the 
expert survey are given in appendix 6.1. 
 
 
7.3.2 Dependent variable: allocation of policies across government tiers 
 
The expert survey data is matched to data on the actual policy provision by national, 
regional and local governments in 26 West, Central and Eastern European countries 
and former Russian Republics. This data is collected by combining country studies 
on the structure and operation of local and regional democracy performed by the 
Council of Europe and The Local Government and Public Service Reform Initiative 
(appendix 6.2). The country studies provide information on policy provision for 34 
policies which correspond to those used in the expert survey. The data show for each 
country and policy whether the national (highest), regional (intermediate) or local 
(lowest) tier has a role in policy provision. This means that there are seven 
possibilities�Šoutcome categories�Šfor a country to provide a policy. Each of the 
three tiers can provide the policy on its own, two tiers can co–provide a policy and 
all three tiers can jointly provide a policy.  

The country studies indicate whether a particular tier has a role in policy 
provision but the roles are not clearly specified in terms of depth and scope. First, 
the role of a tier may range from autonomous decision–making on policies to 
implementation according to strict central guidelines. Unfortunately, the country 
studies do not differentiate between regulation and executive powers. Second, the 
dependent variable does not provide information on the scope of the role either as it 
is not possible to discern the precise division of tasks between tiers. For example, 
when a policy is performed at the local as well as the regional level one does not 
know whether the division of tasks between these tiers is 30–70% or 70–30%, etc. 
What one may argue, however, is that when the national, regional and local tier co–
provide the policy the country is more decentralized than in the case when the 
national government solely provides the policy.  

The dependent variable is operationalized as a multinomial variable to account 
for the fact that the extent of decentralization cannot be discerned. That is, the data 
may indicate that decentralization has taken place, but it does not allow me to 
discern with respect to the depth (decision–making versus implementation powers) 
or scope (finance, infrastructure, personnel, etc.) of decentralization. However, the 
operationalization of the dependent variable does not affect the empirical test. Both 
postfunctionalism and the decentralization theorem state that policies should be 
adapted towards identity and decentralization is an instrument to achieve this in an 
optimal manner. But the decentralization theorem nor postfunctionalism do not say 
anything about the required depth or scope of decentralization. As Treisman notes 
(2007, 11) “an all–powerful central government, implementing [policies] via 
subordinate field agents, could achieve the same efficiencies”.  

                                                 
5 Data on population size is obtained from the country studies (see below) and www.statoids.com (last 
accessed August 20, 2007) 
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I include only tiers where ‘voice’ is organized, that is, tiers with a parliament, 
assembly or council to ensure that identity may have an influence on policy 
implementation. A centrally appointed executive, who is responsible to the national 
government only, can relatively easily neglect identity pressures.  

Some countries combine deconcentration with self–governance at the same 
government tier either by creating separate administrations (Denmark, France, 
Norway, Romania, and Sweden) or by a centrally appointed executive head 
(Albania, Belgium, Lithuania, Poland, and the Netherlands). These government 
levels are included as some of these countries elect representatives in the executive 
of the deconcentrated state administration and/or the executive head is responsible to 
the council with respect to the deconcentrated tasks (Belgium, Denmark, 
Luxembourg, the Netherlands, and Sweden). In other countries the policy portfolio 
of the deconcentrated state administration is rather limited (France, Norway, Poland, 
and Romania). In Albania and Lithuania, the executive heads are centrally appointed 
but there is an advisory council present. The Caucasian republics make extensive use 
of centrally appointed executives which are under strict central government control. 
These subnational tiers are still included as long as there is an advisory council 
present. The model analyzed in this chapter introduces a variable which controls for 
the extent of democracy within a country. 

To summarize, the dependent variable indicates whether a particular tier or a 
combination of tiers, where ‘voice’ is organized, has a role in policy 
implementation. More details on the country studies are provided in appendix 6.2. 
 
 
7.3.3 Convergence between countries and experts 
 
When efficiency plays a role with regard to the allocation of policies across 
government tiers the expert and country data should converge. To gauge whether 
this is the case, agreement among experts and countries is calculated per policy 
(appendix 7.1). Figure 7.1 presents country and expert agreement scores for 34 
policies. High agreement scores for countries and experts are expected for policies 
with high externalities and scale effects whereas low functional pressures should 
lead to low agreement scores.  

A first glance on figure 7.1 reveals that convergence between countries and 
experts is rather small (Pearson r = 0.27, not significant). As I will argue in this 
section, this is a result of the way the data is constructed.  
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Figure 7.1: Agreement between experts and countries on policy provision 
for 34 policies 

 
Notes: High values indicate agreement and low values signify disagreement. Policies below the line 
indicate that the experts agree more among each other regarding which tier(s) of government should 
provide the policy than the countries do. Policies above the line indicate that the countries agree 
more than the experts do. Social–cultural policies are underlined. Agreement is calculated for 36 
experts who gave scores for 34 policies regarding five jurisdictions and for 26 countries which were 
scored according to seven categorical outcomes (appendix 7.1). 1 = pre–school education; 2 = 
primary education; 3 = secondary education; 4 = vocational and technical education; 5 = higher 
education; 6 = hospitals; 7 = health protection (e.g. disease prevention); 8 = welfare homes (e.g. 
orphanages); 9 = nursery and kindergarten; 10 = In–home services for the elderly and handicapped; 
11 = family welfare services (e.g. homeless shelters, families in crises); 12 = roads (including local 
roads to highways); 13 = transport (including rail transport, subways/metros, buses); 14 = water 
supply; 15 = electricity; 16 = gas; 17 = district heating (public distribution of hot water); 18 = 
tourism promotion; 19 = consumer protection; 20 = town planning; 21 = regional/spatial planning; 
22 = public housing; 23 = sewage and water treatment; 24 = cemeteries and crematoria; 25 = refuse 
collection; 26 = refuse disposal; 27 = environmental protection (including air, water, soil); 28 = fire 
protection; 29 = voter registration; 30 = theatre and concert facilities; 31 = parks and open spaces; 
32 = sport and leisure activities; 33 = museums; 34 = libraries. 

 
Table 7.2 shows some examples of policies where the experts and countries 

converge and diverge. Convergence is revealed when agreement scores for the 
experts and the countries are simultaneously low or high. Divergence between 
countries and experts is signified when the countries have higher agreement scores 
than the experts and vice versa. 

Countries and experts converge on the policies nurseries and kindergartens and 
cemeteries and crematoria. About 50% of the experts indicate that these policies 
should be provided by jurisdictions with a population size of about 20,000 and 
another 30% indicate that these policies should be provided by jurisdictions with a 
population size of about 100,000. These policies are efficiently handled by local 
governments as the country data also show. In 73% of the countries, nurseries and 
kindergartens are provided by local governments and in the remaining countries the 
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Table 7.2: Convergence and divergence between 
experts and countries on policy provision for eight 
policies 

 Experts Countries 

Convergence experts–countries   

High agreement scores   
Nursery and kindergarten 0.429 0.657 
Cemeteries and crematoria 0.443 0.761 

Low agreement scores   
Gas 0.133 0.217 
Welfare homes 0.165 0.261 

Divergence experts–countries   

Ceiling effect   
Consumer protection 0.482 0.372 
Fire protection 0.411 0.248 

Multilevel   
Roads (including local to highways) 0.132 0.607 
Environmental protection  
(including air, water, soil) 

0.179 0.559 

Notes: Shown are agreements scores for eight policies (appendix 
7.1). The agreement scores for the experts are calculated for the 
frequencies of placed X’s over five jurisdictions. The agreement 
scores for the countries are calculated for the frequencies of 
countries over seven category outcomes.  

 
policy is provided jointly by the local and regional tier. For cemeteries and 
crematoria we observe similar figures: in 83% of the countries the policy is provided 
by the local tier and in 17% of the countries the policy is jointly provided by the 
regional and local government.  

Convergence between countries and experts is also signified by gas distribution 
and welfare homes. Low agreement scores signify that these policies can be 
provided by any (combination of) government tier(s). For both policies, the experts 
are equally spread out over all five jurisdictions, that is, each of the jurisdictions 
contains about 20% of the total number of experts. The countries show a similar 
distributional pattern. These policies are provided by each of the tiers or any 
combination of the tiers and none of the outcome categories is empty. 

Perhaps more revealing is to see when experts and countries diverge. Agreement 
scores for consumer protection and fire protection are higher for experts. The experts 
indicate that consumer protection should be provided by jurisdictions larger than 5 
million or larger than 1 million (61% respectively 20%). In 46% of the countries, the 
policy is provided by the national government and in a subsequent 37% of the 
countries the policy is provided by the national government with another tier. The 
agreement among countries is low as the distribution of countries is spread out over 
four outcome categories. As a consequence there is a biased divergence with the 
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experts. Some of the countries have populations which by far exceed 5 million 
people and have regional jurisdictions with several million people. These large 
countries will (partly) provide consumer protection through their regional tiers. 
Small countries, on the other hand, which have about 2 to 3 million inhabitants, will 
most probably provide consumer protection solely through their national 
government. Country size matters and, therefore, an analysis on policy provision by 
government tiers should correct for this. 

Countries and experts also diverge on environmental protection and roads. For 
these policies agreement scores are higher for countries. The experts are equally 
distributed over all five jurisdictions which suggest that the policy may be provided 
by any tier or that the policy should be provided by all jurisdictions. The distribution 
of countries over outcome categories, however, is skewed as in more than 60% of 
the countries these policies are co–provided by the local, regional and national tier 
and in a subsequent 20% of the countries these policies are co–provided by the 
national and local tier. These are examples of policies which should be provided by 
multiple tiers and can therefore be called multilevel policies. Thus, next to country 
size one should also correct for the ‘multilevelness’ of policies.  
 
 
7.4 Model 
 
To test the identity and functionality hypotheses stated previously, a multinomial 
logit model is estimated which includes functional, identity and control variables. 
Multinomial logit models calculate predicted probabilities for each of the outcome 
categories per unit of analysis and assesses whether the independent variables have a 
bearing on which outcome category provides a policy.  

For each local, regional and national tier a variable is introduced which 
represent the likelihood that the tier will provide a given policy (pN, pR and pL). 
These variables are operationalized as the probability that an expert would place an 
X in a jurisdiction with a similar population size. One should also account for 
country size and the ‘multilevelness’ of policies (see above) and therefore the model 
introduces a ceiling effect and a multilevel variable. The variable ceiling effect 
measures, for each policy and country, the percentage of experts who placed an X in 
jurisdictions above the national tier of the given country. The variable multilevel 
measures the number of placed X’s by the experts per policy. The ceiling effect 
varies over countries and policies whereas multilevel varies over policies only (see 
appendix 6.1).  

The model introduces two identity variables. Ethnic fragmentation measures the 
extent to which there are ethnic minorities present within a country and the variable 
strength of the ethnoregional parties measures the degree of political mobilization 
of regional and ethnic minorities. Ethnic fragmentation (ethfrag) is measured as the 
probability that two randomly selected individuals belong to a different ethnic group 
(Annett 2001; Fearon 2003). Strength of the ethonoregional parties (perseats) is 
operationalized as the percentage of seats for the ethnoregional party in the lower 
chamber of parliament (appendix 5.1; Inter–Parliamentary Union 2007).  

Finally, three control variables are introduced as previous research has shown 
that these factors might also have a bearing on decentralization of policy provision. 
The control variables are economic welfare (Oates 1972; Panizza 1999; Treisman 
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2006; Wheare 1963), democracy (Alesina and Spolaore 2003; Panizza 1999; Sharpe 
1993; Treisman 2002) and EU–membership (Brusis 2002; Hooghe 1996; Hooghe 
and Marks 2001; Marks, Nielsen, Ray and Salk 1996; Jeffery 2000). Economic 
development (ecdev) is measured by the logarithm of (real) GDP per capita (Heston, 
Summers and Aten 2006) and democracy (dem) is measured by the polyarchy 
variable taken from the PolityIV index (Marshall and Jaggers 2004). Finally, EU–
membership (EU) is operationalized as a dummy variable (Dinan 2005).  

To sum up, the following multinomial logit model is estimated6: 
 
Pr(outcome category)  =  ��pN + ��pR + ��pL + ��ceiling + ��multilevel +  

��ethfrag + ��perseats + ��ecdev + ��dem + ��EU + 
 constant 

 
 
7.5  Results 
 
Each of the independent variables is significant and has its hypothesized effect 
except for the democracy and EU–membership variable which are not significant 
(results not shown).7 To test the identity and functionality hypotheses, predicted 
probabilities for each country*policy and for seven outcome categories are 
estimated. 

To illustrate the logic, let us examine four types of policies that conform to the 
hypotheses set out in table 7.1. First, policies are categorized according to whether 
they are of a social–cultural or economic–utilities nature. Next, agreement scores of 
the expert survey are used as a proxy for the intensity of externalities and scale 
effects (see appendix 6.1). This leads to the following policy selection (see table 
7.1): cell A: consumer protection and cemeteries and crematoria; cell D: family 
welfare services and museums; cell B: preschool and kindergarten and nursery; and 
cell C: water supply and gas. In order to gauge the effect of functional and identity 
pressures, I compare predicted probabilities of countries with a low degree of ethnic 
fragmentation to those of countries with a high degree of ethnic fragmentation.  
 
 

                                                 
6 The outcome categories constitute a nominal variable. Multinomial logit regression calculates 
probabilities of policy provision by the different tiers without making any assumption on the rank order or 
intervals of the different categories. Country clustered corrected standard errors are calculated in order to 
correct for the nestedness of policies within countries. A potential weakness of the multinomial model is 
the independence of irrelevant alternatives (IIA) assumption. IIA means that the ratio of the categorical 
probabilities for two alternatives, A and B, is independent from all other alternatives in the categorical set 
(see Long 1997). I compute Hausmann and Small–Hsiao test statistics which suggest that the IIA 
assumption is not violated. 
7 Overall model parameters: N = 853 country*policies (26 countries); Log pseudo–likelihood: –1206.08; 
MacFadden pseudo–R2: 0.19; Cox&Snell pseudo–R2: 0.50. 



Chapter 7: Explaining Policy Allocation Across Government Tiers 
 
 

 132

7.5.1 Differences in predicted probabilities 
 
Table 7.3 shows the difference in predicted probabilities for seven outcome 
categories for the eight selected policies between countries with a high degree of 
ethnic fragmentation (> 0.335; N countries = 13) versus those with a low degree of 
ethnic fragmentation (< 0.335; N countries = 13). Cell A and cell D policies should 
show the lowest, respectively, the highest degree of policy reallocation as the 
functional and identity pressures have an equivalent effect. For cell B and cell C 
policies there are no firm expectations as the functional and identity hypotheses 
‘bite’ each other.  

The first notable result is that the differences in predicted probabilities for all 
eight policies show the same pattern over the outcome categories. In ethnically 
fragmented countries, policies are less often provided by the local tier or by the local 
and national tier together and are more often provided by the regional tier or in 
combination with the regional tier. The differences in predicted probabilities may 
amount up to 30%. The local and national tiers in ethnically fragmented countries 
seem to loose role whereas the regional government clearly gains role in policy 
provision.  

The results reported in table 7.3 provide some limited support for the functional 
and identity hypotheses specified in table 7.1. Consumer protection and cemeteries 
and crematoria show the lowest degree of relocation whereas family welfare services 
and museums show a higher degree of relocation. Although confirming the 
hypothesis, the difference is rather small, i.e. 4% (A versus D). 
 

Table 7.3. Differences in predicted probabilities for policy provision by government 
tiers 

  A: High intensity  D: Low intensity  C: Low intensity  B: High intensity 
  Economic–utilities  Social–cultural  Economic–utilities  Social–cultural 
Policy provision through  (1) (2)  (3) (4)  (5) (6)  (7) (8) 

National tier only    –13.7*    2.2     0.4   –1.2  –0.2 –0.5     0.7   1.1 

Regional tier only      6.7*     3.5*      4.4*    3.9*     3.4*    5.9*      2.3*    3.0* 

Local tier only     –1.2 –32.2*  –17.8*  –9.4*   –12.4* –14.7*  –31.6* –33.8* 

National+Regional tier     8.1*  0.8     2.4*    2.8*     2.0*    3.4*      0.8*   0.7 

National+Local tier   –5.1* –1.9*  –13.3* –12.3*   –13.3*   –8.5*    –4.3*  –3.6* 

Regional+Local tier    4.0* 26.2*   22.9*  20.2*    22.4* 17.1*    29.7* 30.2* 

National+Regional  1.2   1.5*   1.0  –4.0     –1.9   –2.8    2.4  2.4* 
+Local tier             

| |X�¦   39.9 68.3  62.3 53.7  55.6 52.8  71.8 75.0 

Notes: * p < 0.05 (one–way ANOVA; N = 26 countries listwise deletion). Shown are differences in predicted 
probabilities (in percentages) for eight policies and seven outcome categories between low (< 0.335) and high (> 
0.335) ethnically fragmented countries (see main text for the specified multinomial logit model used to obtain the 
estimates). The last row shows the sum of absolute differences in predicted probabilities per policy. (1) consumer 
protection; (2) cemeteries and crematoria; (3) family welfare services; (4) museums; (5) water supply; (6) gas; (7) 
preschool; and (8) kindergarten and nursery. 
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Functional characteristics of policies do not seem to play a role (A versus C) 
and when ethnic or regional minorities are present, identity seems to overrule 
functionality (D versus B). Social–cultural policies are somewhat more likely to 
become regionalized but�Šcontrary to expectations�Šthe difference is not large. The 
average difference in predicted probability between a social–cultural and an 
economic–utility policy is approximately 12% (B plus D versus A plus C). In other 
words, in ethnically fragmented countries there is an additional 12% higher chance 
that the regional tier is involved in the provision of social–cultural policies. 
Conversely, the probability that the national or local tier is involved in the provision 
of social–cultural policies is 12% lower in ethnically fragmented countries. 
 
 
7.5.2 Changes in predicted probabilities 
 
Are the observed differences in predicted probabilities for the different subsets of 
policies truly a result of identity pressures? To examine the precise causal 
mechanism, it might be more revealing to look at changes�Šinstead of 
differences�Šin predicted probabilities.  

Table 7.4 reports changes in predicted probabilities for the eight selected 
policies when both ethnic fragmentation and strength of ethnoregional parties go 
from their minimum to their maximum while all other independent variables are 
held at their mean. This change resembles a comparison between Poland and 
Greece, on the one hand, with Belgium and Bosnia and Herzegovina, on the other 
hand. 

 
Table 7.4: Changes in predicted probabilities for policy provision by government tiers 

  A: High intensity  D: Low intensity  C: Low intensity  B: High intensity 
  Economic–utilities  Social–cultural  Economic–utilities  Social–cultural 
Policy provision through  (1) (2)  (3) (4)  (5) (6)  (7) (8) 

National tier only  –25.4     –1.8    –3.5*   –4.4*   –2.5* –11.5*    –1.0   –1.0 

Regional tier only     6.5     0.9    0.9   1.2    0.6   2.0      0.6     0.6 

Local tier only  –1.4  –52.1*  –25.3* –15.8*  –19.7* –24.5*   –52.8*  –53.4* 

National+Regional tier    9.1    0.2    1.1   2.6    1.2   3.4    0.2    0.2 

National+Local tier  –4.4  –3.4  –21.8* –21.3*  –22.9* –14.4*   –8.0  –6.9 

Regional+Local tier  15.8    57.4*    65.6*   61.4*    66.2*  58.6*    64.8*   63.3* 

National+Regional  –0.2  –1.2  –16.9 –23.7   –22.9 –13.6    –3.7 –2.7 
+Local tier             

| |X�¦   62.8 116.9  135.1 130.5  135.9 127.8  131.2 128.0 

Notes: * p < 0.05 (delta method). Shown are changes in predicted probabilities (in percentages) when ethnic 
fragmentation and strength of ethnoregional parties go from their minimum (0.047 respectively 0.0% e.g. Poland 
and Greece) to their maximum (0.681 respectively 40.48%, e.g. Bosnia and Herzegovina and Belgium). All other 
variables are held at their mean. Estimates are obtained with the prvalue command in Stata. The last row shows the 
sum of absolute changes in predicted probabilities per policy.(1) consumer protection; (2) cemeteries and 
crematoria; (3) family welfare services; (4) museums; (5) water supply; (6) gas; (7) preschool; and (8) kindergarten 
and nursery. 
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As with the differences in predicted probabilities, the changes in predicted 
probabilities show the same pattern over the outcome categories, but are of a greater 
magnitude than those reported in 7.3 (up to 65% instead of 30%). This adds further 
weight to our conjecture that identity pressures lead to a larger role in policy 
provision by the regional tier while the local and especially the national tier loose 
role.  

Social–cultural policies with low externalities and scale effects have the highest 
likelihood whereas economic–utilities policies with high externalities and scale 
effects have the lowest likelihood to be relocated (D versus A). Furthermore, 
policies with low scale effects and externalities exhibit more change than those with 
high scale effects and externalities (C and D versus A and B). In addition, social–
cultural policies show more change in predicted probabilities than economic–utilities 
policies (A versus B) corroborating the conjecture that identity overrules 
functionality. However, policies with low externalities and scale effects show an 
equal amount of change (B versus C and D). 

To put the results in other words, a social–cultural policy has a 40% higher 
probability than an economic–utility policy to be reallocated when the identity 
pressures go from their minimum to their maximum, holding all other independent 
variables constant (A versus B). But this is only the case for policies with high scale 
effects and externalities. There is no difference between social–cultural and 
economic–utility policies with low scale effects and externalities (C versus D). The 
difference in likelihood to be relocated between a policy with the lowest and highest 
scale effects and externalities may amount up to about 42% (A versus C and D).  
 
 
7.6 Concluding remarks 
 
This chapter presents a systematic empirical test of theories on jurisdictional design 
and on multilevel policy provision in particular. The results confirm that countries 
do follow the considerations of the decentralization theorem and postfunctionalism 
in that the division of policy provision tasks across government tiers is affected by 
efficiency and identity. However, the challenge in this chapter was to show when 
and how the balance between functionality and identity pressures tips over to one or 
the other side.  

Provision of social–cultural policies are more likely to be provided by regional 
tiers when ethnic minorities are present and politically mobilized whereas the 
national and local tiers loose role in policy provision. Functionality is not totally 
cancelled out as policies with high externalities and scale effect are less likely to be 
relocated than policies with low externalities and scale effects. 

When functional and identity pressures are considered simultaneously than we 
observe that economic–utilities policies with high externalities and scale effects are 
least likely to be relocated; hence, the allocation over tiers for these policies is 
mostly determined by functional pressures. It appears that policies with low 
externalities and scale effects are more affected by identity pressures than policies 
with high externalities and scale effects irrespective of whether they are social–
cultural or economic–utilities; hence, the allocation over tiers for these policies is to 
a greater extent determined by identity pressures. Identity clearly overrides 
functionality as can be observed for social–cultural policies with a high intensity of 
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externalities and scale effects. The likelihood to be relocated for these policies is 
about the same as those for policies with low externalities and scale effects. 

The results implicate that jurisdictional design is constrained by identity and 
functionality. Hooghe and Marks (2009b) argue that the European Union is part of a 
system of multilevel governance which is driven by identity politics as well as by 
functional (and distributional) pressures. This chapter illustrates that their argument 
also applies to the national multilevel system and finds support in data on the 
allocation of policies across government tiers. Jurisdictional design, therefore, needs 
not to be functionally efficient, and depending on the particular policy, the balance 
between functionality and identity tips over to one pressure or the other. 
Furthermore, jurisdictional design might be more in flux than previously thought. 
Not only technological development (De Vries 2000) and changes in the government 
policy portfolio (Sharpe 1993a) but also mobilization of exclusive subnational and 
national identities by political parties (Hooghe and Marks 2009b) might induce 
politicians to reform the multilevel government structure.  
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http://www.informaworld.com 
 

                                                 
1 A note on usage: When we write, for example, that a ‘constitution enumerates federal legislative powers 
in trade and commerce’ we are using the term powers to refer to formal authority. This convention is 
common in constitutions.  
The criterion we use to categorize a subnational government as regional is a population of 150,000 which 
follows the dividing line between regional and local government used in nomenclature d'unités 
territoriales statistiques. It is a geocode standard for referencing the administrative divisions of countries 
for statistical purposes. We loosen this criterion for special autonomous regions, such as Greenland. 
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I. Self–rule 
 
 
A & B: Institutional Depth and Policy Scope 

 
Albania was one of the most centralized communist countries in Europe until the regime fell in 

1992, and the first free local elections were held. The country had a three–tier local government structure 
topped by 36 district councils (rrhethe). Rrhethe survived the transition to democracy in March 1992, but 
with an average population of around 100,000 they are too small to be considered a regional tier.  

Under pressure from the Albanian association of municipalities backed by the Congress of Local 
and Regional Authorities of Europe (CLRAE), the government enacted a reform in 2000 which created 
twelve regions (qarku), reduced rrhethe to deconcentrated subdivisions, and strengthened local 
government. The average population of a qark is about 250,000. 

Qarku were granted little authority over policy. They are concerned with regional planning, 
coordinating actions of regional interest, and delivering public services delegated by the central 
government or by the constituent municipalities and communes. 

Coding: Albania scores 0 for 1992–1999. Qarku score 1 (depth) and 0 (scope) for 2000–2006.   
 
Australia is a federation with a strong regional tier consisting of six states and, since 1978 and 

1989, two territories which we treat as special autonomous regions. Throughout its history, Australia has 
also had second–tier counties in some states (for example, in New South Wales), but their average 
population is just over 120,000, too small to be considered a regional tier. 

The constitution enumerates federal legislative powers in trade and commerce, taxation, defence, 
banking, census and statistics, currency, weights and measures, naturalization, marriage and divorce, 
copyright and patents, foreign affairs, railways, and immigration. These federal powers are concurrent 
with state powers, in that states may exercise such powers as long as state law is not inconsistent with 
Commonwealth law. States and territories legislate on all other policies, including health, education, 
social welfare, criminal and civil law, local government, and citizenship. The difference between a state 
and a territory is that the powers of the territories are not constitutionally guaranteed and the Governor–
General may withhold assent or recommend amendments to proposed territory laws. Also, the 
Commonwealth parliament retains authority over uranium mining and aboriginal lands—powers it does 
not possess with respect to the states. Notwithstanding these limitations, the territories have extensive 
authority over a range of policies similar to the states. The Northern Territory gained quasi–state status in 
1978 and the Australian Capital Territory (Canberra) in 1989. Territories do not enjoy control over 
immigration or citizenship. 

Coding: Australian states score 3 (depth) and 4 (scope) for 1950–2006. The territories score 1,0 
before self–government, and 2,3 thereafter. 

 
Austria is a federation with a strong regional tier of nine Länder. Ninety–nine Bezirke operate as 

decentralized state and Land administrations, but their average population is too small to classify as 
regional.  

There have been no major legislative changes in policy scope since 1955, when the Austrian 
federation of 1929 was reinstated after allied occupation. The constitution details the extensive legislative 
powers of the federal level and the more limited legislative powers of Länder. Länder exercise residual 
powers and have extensive executive authority over housing, health policy, poverty policy, land reform, 
labour law, and the public school. The federal government has authority over immigration law and sets 
the legal framework for citizenship, while Länder have executive competence for nationality and right of 
citizenship. Länder are also responsible for their own administrative procedures and the composition and 
organization of Länder parliaments.  

Coding: Länder score 3 (depth) and 3 (scope) for 1955–2006.  
 
Belgium has been transformed from a decentralized unitary state with one relatively strong 

regional tier (provincies/provinces) in 1950 to a decentralized federal state with two strong regional tiers 
of government by 1993. Regions and communities form the upper tier; provinces the lower.  

The constitution of 1830 enshrined the principle of local and provincial autonomy, but it did not 
enumerate provincial competencies. Provinces administer secondary education, roads, social welfare, and 
were responsible for implementing national laws, and since federalization, communal and regional laws 
as well.  
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The constitutional reform of 1970 created a new, higher–level intermediate tier in response to 
autonomist demands. Two models of devolved government were instituted. To accommodate demands for 
cultural autonomy, the constitution defined three communities (Francophone, Dutch–speaking and German–
speaking). The Francophone community encompassed the Walloon region and French–speakers in Brussels. 
The Dutch–speaking community encompassed the Flemish region and Dutch–speakers in Brussels. The 
German–speaking community encompassed the eastern cantons. So the communities had somewhat fluid 
territorial boundaries. Lawmakers also wrote the principle of regional autonomy into the constitution to 
accommodate demands for socio–economic autonomy. In contrast to the communities, these regions—the 
Flemish, Walloon, and Brussels regions—had clearly identifiable, though contested, boundaries.  

Initially, the proposed regional autonomy remained dead letter, but a limited form of cultural autonomy 
was put into effect in 1971, when a special law set up two cultural councils consisting of Flemish and French–
speaking members of the national parliament, respectively. The councils monitored small executive cells 
within the national government and had authority to pass ‘decrees’ on narrowly defined aspects of culture, 
education, and language. The German cultural council was directly elected from 1974.  

The 1980 reform created separate executives and administrations for regions as well as communities, 
but no directly elected councils (except for the previously established German council). Brussels remained 
under national tutelage. Regions had responsibility for regional development, environmental policy, water 
policy, and infrastructural policy, while the competencies of the communities were expanded to include 
welfare policy, vocational training, and education. On the Flemish side, the institutions of community and 
region were merged, but they remained separate on the Francophone side. In 1989, devolution was deepened 
for both regions and communities to include regional economic policy, local government, education, health 
policy, public utilities, transport, and limited taxation powers. Regional and community councils were still 
indirectly elected except in Brussels, which now obtained its own institutions, including a directly elected 
regional council.  

The constitutional reform of 1993 declared Belgium a federation of three communities and three 
regions. However, five constituent units are legally recognized: the Walloon region, the Brussels region, 
the German community, the Francophone community, and the Flemish community (the latter combines 
community and regional competencies). The 1993 constitutional revisions, which came into force in 1995, 
put in place institutions that are typical of modern federations: directly elected assemblies; a senate 
representing territorial interests; residual competencies residing with the constituent units; fiscal federalism; 
constitutional autonomy for each level with respect to its own administration, and machinery for 
intergovernmental coordination and conflict resolution. In addition, communities and regions have the 
authority to make international treaties on issues within their competence. The regional competencies of the 
German community were initially exercised by the Walloon region. The German community absorbed 
responsibility for social aid and anti–poverty policy in 1993, rural planning and natural protection in 
1994, employment policy in 2000, and local government in 2005. 

Regions exercise competencies over regional economic development (including employment 
policy, industrial restructuring, the environment, nature conservation and rural development), housing, 
land–use planning and urban renewal, water resources and sewage, energy policy (except for national 
infrastructure and nuclear energy), roads, waterways, regional airports and public local transport, and 
since 2001, local government, agriculture, and external trade. Framework legislation remains mostly 
federal. The communities have responsibility for matters related to individuals: culture (including arts, 
youth policy, tourism), language policy (except in local authorities with a special language regime), 
education, health policy and welfare, including hospitals (but not social security), with far–reaching 
international competencies in these areas. The communities set the legislative framework for culture and 
secondary and tertiary education. The list of exclusive federal competencies is short: defence, justice and 
national security, social security, fiscal monetary policy, citizenship, and immigration.  

While the formal competencies of the provinces have not been weakened, the principal 
intermediate units of government are the regions and the communities. With the partition of Brabant in 
1993, there are ten instead of nine provinces, and administrative oversight lies with the regions instead of 
the federal state.  

Coding: Country scores use the highest score on each dimension for the relevant community or 
region to avoid double–counting where regional authority is exercised by overlapping jurisdictions. An 
example: The Francophone community encompasses the Walloon region and the Francophones in 
Brussels. We take the combined competencies exercised by the Francophone community, Walloon 
region, and the Brussels region in scoring the Francophone community. From 1980 to 1988, the French 
community scores 2 (depth), because it is a decentralized general–purpose administration subject to 
central government veto and 1 (scope), because it exercises significant authority in one major policy 
area—cultural–educational policy. The Walloon region also scores 2 (depth) and 1 (scope), and its 1 
(scope) reflects the fact that it has significant authority in economic policy. The Brussels region, however, 
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falls under national control, and therefore scores 1 (depth) and 0 (scope). We aggregate this as 2,2, but 
since about 19 percent of Francophones, i.e. those living in Brussels, only have self–government in 
cultural–educational matters and not in economic policy, we adjust the policy score downwards. Hence 
the final score is 2 (depth) and 2*0.814 + 1*0.186 (scope), or 2 (depth) and 1.8 (scope).  

Raw scores: The scores for the five upper–tier subnational units are as follows. The Flemish 
community scores 2 (depth) and 1 (scope) for 1970–1979; 2,2 for 1980–1988; and 3,3 for 1989–2006. The 
French community scores 2,1 for 1970–1988 and 3,2 for 1989–2006. The German community scores 2,1 
for 1970–1988; 3,2 for 1989–1999; and 3,3 for 2000–2006. The Walloon region scores 2,1 for 1980–
1988, 3,2 for 1989–1992; and 3,3 for 1993–2006. The Brussels region scores 1,0 for 1980–1988; 3,2 for 
1989–1992; and 3,3 for 1993–2006. Provinces score 2,2 for 1950–2006. 

Aggregated scores: The Flemish community scores 2 (depth) and 1 (scope) for 1970–1979; 2,2 
(1.97) for 1980–1988; and 3,3 for 1989–2006. The French community scores 2,1 for 1970–1979; 2,1.8 for 
1980–1988; and 3,3 for 1989–2006. The German community scores 2,1 for 1970–1988; 3,2 for 1989–
1999; and 3,3 for 2000–2006.  

 
The Confederation of Bosnia and Herzegovina contains two upper level units (‘entities’), the 

Republika Srpska and the Federacija Bosne i Hercegovine. There are also cantons in the constitutive 
entity of the Federacija. Since 2000, the culturally mixed Br�þko district has a special statute, which was 
created under the auspices of the United Nations. This autonomy status is not recognized in the 
constitution of the confederation or in that of the entities, and depends on the protection by the High 
Representative of the United Nations. We do not include the Br�þko district in our coding.  

The confederation was the product of the Dayton Agreement of 1995, which put an end to several 
years of civil war in post–Yugoslavia. Confederal competencies are limited to foreign policy, trade, 
customs, monetary policy, international and inter–entity criminal law enforcement, regulation of inter–
entity transportation, and air traffic control. The two constituent entities have their own military forces, 
and have independent budgets. They are responsible (concurrently with the confederal government or, in 
the case of the Federacija, also with the cantons) for the police, environmental policy, social policy, 
agriculture, refugees, reconstruction, justice, taxation, and customs. Immigration, refugee, and asylum 
policy are confederal competencies, but citizenship is primarily an entity competence. Once a citizen has 
obtained citizenship in Republika Srpska or Federacija Bosne i Hercegovine she automatically acquires 
confederal citizenship. Within the Federacija, citizenship is a federal competence. 

The entities have starkly different structures of government. Republika Srpska has no intermediate 
tier. Federacija Bosne i Hercegovine has an authoritative intermediate tier consisting of ten cantons 
(županije). Five cantons have a Bosniac majority, three have a Croat majority and two are mixed Bosniac 
and Croat. The average population size of a canton is about 230,000. These cantons have their own basic 
laws (constitutions), their own governments as well as ministries. Hence the Federacija Bosne i 
Hercegovine is a relatively loose federation, in which the federal level has powers in taxation, defence, 
foreign affairs (concurrent with the confederation and the cantons), citizenship, and the right to authorize 
cantons to conclude agreements with states and international organizations. Virtually all other 
competencies lie at the cantonal level.  

Coding: The entities score 3 (depth) and 4 (scope), and the cantons in the Federacija score 3 
(depth) and 3 (scope) for 1995–2006.  

 
Bulgaria is a unitary state with a regionally deconcentrated administration. In 1991, Bulgaria’s 

first democratic constitution continued to deconcentrate central administration in nine regions (oblasti). A 
reform in 1999 reinstated the 28 regions that existed before 1987. Although oblasti have a basis in the 
constitution, they do not exercise autonomous authority. They coordinate activities of state bodies, 
preserve and protect state property, and exert administrative and legal control over local governments and 
territorially deconcentrated state bodies.  

Coding: Oblasti score 1 (depth) and 0 (scope) for 1991–2006. 
 
Canada has ten provinces and three territories. Some provinces have a lower–level intermediate 

tier. We treat the three territories as special autonomous regions. 
Provinces and territories differ greatly in population, ranging from 31,000 in Yukon and Nunavut 

to 11.4 million in Ontario (2006 figures). The major difference between a Canadian province and a 
territory is that a province receives powers directly from the Crown (or, since 1982, the constitution), 
while a territory’s powers are granted by federal law. Hence the constitution, which was repatriated from 
the United Kingdom in 1982, enumerates federal and provincial competencies but not those of the 
territories. Another difference is that the formal head of the territories, the Commissioner, is a 
representative of the federal government, in contrast to her counterpart in the provinces, the Lieutenant–
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Governor, who is a representative of the Queen. The Acts of the Northwest Territories and Nunavut (but 
not the Yukon) also stipulate that the legislatures exercise their powers 'subject to any other Act of 
Parliament'. However, in recent decades, the Commissioner has been under federal instruction to act like 
a provincial Lieutenant–Governor, that is to say, to interpret her role as ceremonial and symbolic rather 
than substantive. We therefore score the territories, like provinces, 3 on institutional depth.  

Provinces have extensive competencies in education, agriculture, tax, finance, immigration, 
pensions, local government, and natural resources. Residual powers, as well as naturalization and 
citizenship (but not immigration), are retained by the federal government. Quebec has somewhat more 
extensive competencies in immigration, pensions, health, and education. Over the past three decades, 
there has been intense debate concerning whether Quebec should be constitutionally recognized as a 
‘distinct society’. Intergovernmental negotiations have so far failed to reach agreement, but Quebec has 
acquired opt–outs or special arrangements on matters that are deemed central to its identity. Legally, these 
opt–outs have been extended to all provinces if they so wish, though in practice only Quebec has made 
use of the opportunity. These distinctions are too fine to be captured by our index of policy scope, so we 
give Quebec the same score as other provinces.  

The territories were initially treated as quasi–colonies governed from Ottawa, but, over the years, 
their competencies have been extended. The Northwest Territories obtained some devolved authority in 
education, housing, and social services in 1967, and extensive self–rule with the Act of 1985. The 
Northwest Territories now has authority over essentially the same set of policies as provinces (except for 
mineral resources, immigration and citizenship). Yukon became self–governing in 1979, when its 
executive was made responsible to the elected legislative assembly and took control over all budgetary 
and policy issues. But Yukon was only given formal provincial–type powers (including immigration, but 
not criminal prosecution) with the Act of 2002. Nunavut, formerly a part of the Northwest Territories, 
was granted autonomy in 1999, at which point it received extensive policy competence (excluding 
immigration and citizenship).  

Ontario, Quebec, and British Columbia (since 1965) have second–tier governments. Ontario has 22 
regions and 8 counties (in the south) which have an average population of about 230,000. These 
governments have extensive responsibilities in economic development, urban planning, and social 
services and are run by councils of mayors and municipal councillors. Quebec has also three 
communautés urbaines, with an average population of just above 800,000, which we do not include here 
since they are more appropriately considered as associations of local governments. Second–tier councils 
in British Columbia (145,000) and counties in Quebec (70,000) are shy of our population criterion. 

Coding: Provinces score 3 (depth) and 4 (scope) for 1950–2006. The Northwest Territories scores 
1,0 for 1950–1966; 2,2 for 1967–1985; and 3,3 for 1986–2006. Yukon scores 1,0 for 1950–1978; 2,3 for 
1979–2001; and 3,4 for 2002–2006. Nunavut scores 3,3 for 1999–2006. Counties and regions in Ontario 
score 2,2 for 1950–2006. 

 
Croatia is divided into 21 cantons (županije) with an average population of about 200,000. 

Cantons were set up after the first subnational elections of 1993, two years after independence. Cantons 
implement policy in the domains of education, health care, zoning and town planning, economic 
development, and transport and transportation infrastructure.   

Coding: Croatia scores 0 for 1991–1992, and županije score 2 (depth) and 2 (scope) for 1993–
2006.   
 

Cyprus became independent from the United Kingdom in 1960. The republic has six districts 
(eparchies) with district officers who are responsible for applying central government policies. With an 
average population of 105,000, they are too small to qualify as regional.  

One district and parts of two other districts are controlled by the Turkish–Cypriot government. 
After two decades of Greek–Turkish tensions on the island, the northern part proclaimed independence in 
1983 as the Turkish Republic of Northern Cyprus. Except for Turkey, the republic was never 
internationally recognized. The Greek–Cypriot government continues to claim authority over the whole 
island, and EU funds and policies apply to Turkish– as well as Greek–Cypriots.   

Coding: Cyprus scores 0 for 1960–2006.  
 
The Czech Republic became independent in 1993. Until 2003, the country had 77 districts (okres) 

which had been established in 1990 as deconcentrated state administrations, but their population size is 
too small to classify as regional. In 1997, 14 regions (kraje) were conceived as a superordinate level. 
According to the Act on Regions, they have limited economic competencies in the areas of development, 
transport and tourism. Special laws give kraje some powers in secondary education, health, and 
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environmental protection. Kraje began functioning in 2000 after several rounds of discussions concerning 
the division of tasks between municipalities, districts, and regions. 

Coding: The Czech Republic scores 0 for 1993–1999, and kraje score 2 (depth) and 1 (scope) for 
2000–2006.  

 
Denmark had 25 counties (amtskommuner, later renamed amter) from 1950, reduced to 16 in 

1970. In both cases, the average population of Danish counties exceeds 150,000. Denmark has also two 
special autonomous regions, the Faroe Islands (in Faroe: Føroyar; in Danish: Færøerne) and Greenland 
(in Greenlandic: Kalaallit Nunaat; in Danish: Grønland). 

Before the reform of 1970, counties were the intermediate tier between rural municipalities and the 
national government (except for cities and towns, where there was a single lower tier), and had authority 
over major roads, hospitals, secondary schools, courthouses, and prisons. Since 1970, counties have 
acquired administrative powers in welfare provision, hospitals, secondary education, nature protection 
and the environment, economic development, spatial planning, and regional transport.  

In 2007, amter will be replaced by five regions which will have responsibility mainly for health 
policy, while the number of municipalities will be reduced from 270 to 98. The enlarged municipalities 
will then take over most of the amter policies.  

The Faroe Islands or Faroes were an integral part of Denmark until home rule in 1948. The Home 
Rule Act contained an extensive list of de jure competencies which the Faroese government could 
repatriate at its choosing, as well as a shorter list for possible negotiation. Residual powers remained with 
the Danish government. The Faroese repatriated most matters on both lists over the following decades. In 
2005, two new constitutional agreements granted the Faroes residual powers, while Danish authority was 
limited to a 'negative list' of national competencies which includes the Danish constitution, citizenship, 
the Supreme Court, monetary and currency policy, and foreign, security and defence policy. The 
agreement lists twelve policy areas, which include immigration & border control and passports, to be 
devolved by mutual agreement. The government of the Faroes was allowed to join international 
organizations and to conclude or renounce international agreements on exclusive Faroese affairs without 
prior Danish consent. In December 2006, the constitutional committee of the Faroese parliament 
submitted a draft constitution with provisions for a future referendum on secession from Denmark.  

Greenland was a Danish colony until 1953, when it became a Danish county, and in 1979 it gained 
home rule under stipulations similar to those for the Faroes. In 2003, a committee on self–governance 
published a report recommending deepening self–governance, and the government of Greenland has 
announced it will hold a referendum in November 2008.  

Both territories have their own legislative and executive bodies, and they have extensive 
authoritative competencies for local government, taxation, social welfare, education, culture, health, local 
development, as well as authority to conduct international relations on home rule matters. In both 
territories, the Danish government remains responsible for immigration and citizenship. The Faroe Islands 
were never part of the European Economic Community/European Union. Greenland severed membership 
ties to the EEC in 1985. Policy decisions are not subject to central veto.   

Coding: Amter score 2 (depth) and 1 (scope) for 1950–1969 and 2,2 for 1970–2006. The Faroe 
Islands score 3,3 for 1950–2006. Greenland scores 2,1 as an ordinary Danish county for 1953–1969; 2,2 
for 1970–1978; and 3,3 under home rule for 1979–2006.  

 
Estonia has a deconcentrated intermediate tier of government between local and national 

government consisting of fifteen counties (maakonnad). These are too small to be classified as regional.  
Coding: Estonia scores 0 for 1992–2006.  
 
Finland has two levels of intermediate governance: provinces (läänit) and, from 1993, regions 

(maakuntien, sing. maakunta). It has also a special autonomous region, the Åland Islands. 
Finland’s provinces were created in 1634 and enlarged in 1997, when the number was reduced 

from twelve to six. However, läänit were never equipped with significant authority, and the 1997 reform 
reduced their role to deconcentrated outposts of state ministries. Läänit are headed by a centrally 
appointed governor. 

In 1993, nineteen regions (maakunnat) were created, with an average population of 279,000. The 
main tasks of the regions are regional planning, economic development, and education.  

Home rule is practiced on the predominantly Swedish–speaking Åland Islands, which were granted 
autonomy in 1920 after a tense period that nearly led to war between Sweden and Finland. Autonomy was 
reinforced in 1951, and again in 1991 (coming into force in 2004). The Åland government is responsible 
to its directly elected assembly. The Finnish government has authority over foreign affairs, defence, civil 
and criminal law, the court system, customs, taxation, and immigration. The most important Åland 
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competencies, enumerated in the 1991 Act, include education, culture and preservation of ancient 
monuments, health and medical care, environment, industry promotion, internal transport, local 
government, policing, postal communications, and radio & television. The Åland government controls 
right of domicile on the islands, which gives it concurrent control over citizenship. The right of domicile 
(hembygdsrätt/kotiseutuoikeus), or regional citizenship, is a prerequisite for the right to vote or stand in 
elections to the Åland parliament, own real estate, or exercise a trade or profession. Right of domicile is 
acquired at birth if possessed by either parent. Finnish citizens who have lived in Åland for five years and, 
since the 1991 Act, can prove adequate knowledge of Swedish may apply for the status, but the procedure 
is restrictive. Those who have lived outside Åland for more than five years lose their right of domicile. 
The Åland government can grant exemptions.  

The Finnish president's right to veto Åland laws is highly circumscribed. He or she can do so only 
if the parliament has exceeded its legislative authority or if the bill would affect Finland's security, and 
after having obtained an opinion from the Åland Delegation (half Åland–, half Finnish–appointed) and, in 
rare cases, also the Finnish Supreme Court.   

Coding: Läänit score 1 (depth) and 0 (scope) for 1950–2006; maakuntien score 2,1 for 1993–2006; 
the Åland Islands score 3,4 for 1950–2006.   

 
France has two tiers of regional government, régions and départements, and since 1982, a special 

autonomous region, Corsica.  
 Ninety–six départements have long–standing administrative competencies in education, 

environment, town planning, health and regional planning. Before 1982, each was headed by a prefect, 
appointed by the central state. After the reform of 1982, most prefectural powers were transferred to 
presidents of elected département councils. The prefect is now mainly responsible for mandating the 
legality of département actions. Hence, départements are both decentralized authorities and 
deconcentrated divisions of the state.  

In 1955, 22 planning regions (circonscriptions d'action régionale) were set up as part of a top–
down economic strategy. Initially, these regions were purely administrative categories, but after 1964, 
they were headed by a prefect who coordinated public investment decisions within a national economic 
plan. Two advisory bodies assisted the prefect: one composed of state officials representing the various 
national ministries, and one composed of experts, local politicians, and socio–economic elites. A regional 
reform in 1972 renamed the circonscriptions as ‘ régions’, and gave them legal status, a limited budget 
that included some autonomous taxation power, limited competencies in regional development, and 
regional consultative councils composed of national parliamentarians elected from the région alongside 
those representing départements and local governments. However, régions remained in the shadow of 
départements.  

Regionalization was considerably deepened with the Defferre reforms of 1982 and 1983 which 
established directly elected regional assemblies with accountable regional presidents. Régions gained 
authority over education (excluding tertiary education), career training, planning and economic 
development, urban planning, the environment, and transport. The reforms came on line in 1986 after the 
first regional elections. However, as with départements, central state deconcentration lingered alongside 
regional authority. The post of regional prefect was reduced, rather than abolished, thus creating a two–
headed regional executive.  

The constitutional reform of 2003 established the principle of subnational devolution. Legislation 
in the same year consolidated regional competencies in vocational training, secondary schools and school 
transport, regional and town planning, rail transport, the environment, and culture.   

Corsica (Corse) became a separate region in 1975 with the same limited authority as mainland 
circonscriptions. In 1982, four years ahead of the rest of France, Corsica became a région with directly 
exercised competencies, a budget, a directly elected assembly, and an executive elected by the assembly. 
In 1991, its special statute was deepened when it was recognized as a collectivité territoriale spécifique, 
whereby its institutional setup was reorganized along the lines of the départements d’outre mer (DOM). 
Corsica was granted extensive powers around the two pillars of the statute: economic, social, and cultural 
development; and preservation of Corsican identity and environment. Corsican self–rule was further 
strengthened in 2002 when it gained entitlement to additional state subsidies and some enhanced authority 
(beyond that of other régions) over education, culture, the environment, agriculture, housing, transport 
and social policy. These do not include authority for local government, regional political institutions, 
police, immigration and citizenship, or residual powers. 

We do not include France’s four overseas regions (régions/départements d'outre–mer).  
Coding: Régions score 1 (depth) and 0 (scope) for 1964–1985 and 2,2 for 1986–2006. 

Départements score 2,1 for 1950–1981 and 2,2 for 1982–2006. Corsica scores 2,2 for 1982–2006. 
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Germany has two–tiered regional government consisting of Länder and (Land)Kreise. Several 
Länder have a third tier between these two, Regierungsbezirke (administrative districts).  

The 1949 Basic Law of the German Federal Republic granted eleven Länder extensive 
competencies which include legislative powers for culture, education, universities, 
broadcasting/television, local government, and the police. Länder exercise residual competencies. In 
addition, the Basic Law states that Länder are responsible for the implementation of most federal laws. 
The federal government exercises sole legislative authority in foreign policy, defence, currency, and 
public services. It has also exclusive authority over immigration and citizenship, though Länder 
administer inter–Land immigration and have concurrent competence on residence. In addition, the federal 
government may legislate to preserve legal and economic unity with respect to justice, social welfare, 
civil law, criminal law, labour law, and economic law. And it has authority to establish the legislative 
framework in higher education, the press, environmental protection and spatial planning. This 
constitutional division of authority was extended to the five new German Länder after unification in 
1990.  

The next lower level of regional government consists of Regierungsbezirke, re–established in the 
larger states of West–Germany in 1945. Regierungsbezirke currently exist in Baden–Württemberg, 
Bavaria, Hessen, North–Rhine Westphalia, and Saxony, and were abolished in Rhineland–Palatinate 
(1999), Saxony–Anhalt (2003), and Lower–Saxony (2004). They have served mainly as deconcentrated 
administrations with an executive (Regierung, Regierungspräsidium, or Bezirksregierung) appointed by 
the Land. There is considerable debate about the future role of Regierungsbezirke. While some Länder 
have recently abolished this level, other Länder have devolved more powers, and one Land (North–Rhine 
Westphalia) set up regional consultative assemblies composed of communal representatives 
(Regionalräte) in 2001.  

All Länder, except Hamburg and Berlin, are subdivided in Landkreise and Kreisfreie Städte. Their 
average population is 187,000. They have limited self–government in cultural activities, student 
exchange, public libraries, adult education, and promotion of tourism. In addition, they implement many 
federal and Länder policies, including those concerned with social welfare, hospitals, secondary schools, 
waste collection, and roads. Kreise assemblies are directly elected every four or five years. 

Most Länder also have an upper tier of local government (below the regional threshold) consisting 
of Verbandsgemeinde (Rhineland–Palatinate), Gesamtgemeinde (Lower Saxony), Amter (Schleswig–
Holstein and the eastern Länder), Landschaftsverbände (North–Rhine Westphalia), and Bezirke (Bavaria).  

Coding: Länder score 3 (depth) and 3 (scope) for 1950–2006. Regierungsbezirke score 1,0 and 
(Land)kreise and Kreisfreie Städte score 2,1 for 1950–2006. Where relevant, scores are adjusted for 
unification. 

 
Greece has had a regional tier of government from 1950, which continued to function under the 

military junta of 1967–1973. Since the 1980s, this regional government has been empowered and an 
additional regional tier has been established.  

The pre–existing regional tier consists of 54 prefectures (nomoi) with an average population of 
185,000. Nomos government is headed by a prefect (nomarches), a central government appointee. 
Representation in prefectural councils that govern nomoi was widened in 1982 to include representatives 
of interest groups (farmers, trade unions, professionals, and chambers of commerce) in addition to local 
government representatives. In 1994, the councils and the prefect became directly elected and they were 
given competencies over development funding, education, health, roads and transport, hospitals, and the 
right to establish agencies. Central oversight remains extensive, and prefects continue to double as central 
state agents in, for example, administering sanitation and urban planning.  

Since 1986, Greece has had a tier of 13 development regions (peripheria) between the nomoi and 
the central state. Peripheria were set up to implement development programs, mainly funded by the EU. 
They are deconcentrated administrations, headed by a centrally appointed secretary general who consults 
nomoi and local governments. In 1997, various state functions were bundled in peripheria which 
remained subdivisions of the central government. 

Coding: Nomoi score 1,0 for 1950–1993 and 2,2 for 1994–2006. Peripheria score 1 (depth) and 0 
(scope) for 1986–2006.  

  
Hungary has had a two–tier system of intermediary government since the transition to democracy.  
Under communism, Hungary was composed of 19 directly elected counties (megyék) and 22 cities 

with county status (megyei jogú város). Counties had been the basic units of Hungarian intermediate 
government since the twelfth century and were retained after 1990. They perform broad functions in the 
social sector, with responsibility for hospitals, secondary schools, old people’s homes, museums and 
libraries, as well as in economic policy, including the environment, tourism, and spatial planning.   
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A major reform in 1996 set up a three–tier system of county, regional, and national advisory 
regional development councils in response to the European Commission’s call for subnational 
interlocutors for its structural funding. The councils advise national ministries on regional development 
policies and the administration of EU funds. They consist of representatives of central and local public 
bodies alongside central ministries.  

At first, the new councils lacked permanent administrations, but this changed for the regional level 
in 1999, when seven planning regions (tervezési–statisztikai régiók) were established. Three super–
regions are statistical categories. 

At the megyék level, these councils compete with already–existing, directly elected, megyék 
assemblies. While the president of the megyék assembly is an ex officio member of the county 
development council, megyék are not represented in the higher–level regional development council. Local 
interests, on the other hand, are represented at both levels.  

Coding: Counties (megyék) score 2 (depth) and 2 (scope) for 1990–2006. Regions (tervezési–
statisztikai régiók) score 1,0 for 1999–2006.  

 
Iceland has a regional level of government (landsvæðun) created for statistical purposes. The 

average population of Iceland’s regions is about 35,000. Until 1988, Iceland had 23 counties (sýslur), 
which were responsible for intermunicipal cooperation.  

Coding: Iceland scores 0 for 1950–2006.  
 
Ireland had no regional tier until the establishment of regions in the late–1980s.  
At independence in 1921, there were 26 counties, which constituted the upper tier of local 

government. There are now 29 county councils and 5 city councils. They have an average population size 
of 119,000, short of our regional criterion. Counties have progressively lost authority to central state 
bodies.  

In 1987, in response to EU structural policy, seven, later eight, development regions, were 
established. These administrations were primarily central government outposts, though EU cohesion 
policy rules obligated them to consult local representatives and interest groups. In 1994, development 
regions became regional authorities, a genuinely decentralized form of governance. Regional authorities 
coordinate local provision of public services and monitor implementation of EU structural funding. The 
members of the regional authorities are not directly elected, but nominated from among elected members 
of local authorities in the region. Each regional authority has a director and permanent staff, and its 
budget comes from the local authorities. Regional authorities are, then, primarily creatures of the local 
governments that constitute them; legislative authority remains vested with the local authorities.  

In 1999, an additional layer of two regional assemblies was set up to structure feedback from 
subnational authorities on EU structural funding. The assemblies are composed of elected representatives 
nominated by local authorities from each region, and they do not have their own budgets.  

Coding: Ireland scores 0 for 1950–1986. Development regions score 1,0 for 1987–1993, and their 
successors, regional authorities, score 2,1 for 1994–2006.  

 
Italy has developed into a highly decentralized regional state with two tiers of regional governance: 

a lower tier of provinces (provincia) and a higher tier of regions (regioni). Until the early 1970s, 
intermediate governance consisted of provinces, as well as four, later five, special statute regions, which 
we consider as special autonomous regions. 

Italy’s 1948 constitution mandated directly elected regional governments (regioni) with 
enumerated powers for the whole of Italy, but these provisions were put into practice only for five regions 
with a special autonomous statute (regioni autonome a statuto speciale): Sicilia, Sardegna, Valle 
d’Aosta/Vallée d'Aoste, Friuli–Venezia–Giulia (since 1963), and Trentino–Alto Adige/Südtirol. The 
competencies of the regions and, from 1972, the two autonomous provinces, were narrowly defined, but 
guaranteed in constitutional law.  

The statute of Trentino–Alto Adige/Südtirol was revised in 1972 to devolve cultural, educational, 
welfare, and economic policies, police and control over the provincial political institutions to the 
provinces of Bolzano–Bozen and Trento. Trentino–Alto Adige/Südtirol retained legislative responsibility 
for economic development, hospitals and health matters, registry, and local government.   

In 1970, a constitutional revision paved the way for regionalization throughout Italy. Fifteen 
ordinary–statute regions (regioni a statuto ordinario) were created, each with a directly elected regional 
council and an executive responsible to it. These provisions came into force in 1972. In 1977, a law 
provided regioni with competencies in urban planning, regional development, urban and rural policing, 
health and hospital assistance, education and culture, communications, environment, and craft industry. 
Regioni could also exercise some direct administrative control over local government. 
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Regionalization was considerably deepened after the collapse of the first republic in the early 
1990s. A law of 1997 gave regioni residual administrative powers in most policy areas with respect both 
to central government and to provinces and local authorities. A constitutional reform in 2001 consolidated 
the principle of residual powers and extended it to legislative competencies concurrent with the central 
government in international and EU relations, foreign trade, job protection and industrial safety, 
education, scientific research, health, food, sport, civil protection, town planning, ports and airports, 
cultural and environmental resources, transport, and energy. The 2001 reform ended the central 
government’s power to suspend regional legislation and refers disputes between regioni and the central 
government to the constitutional court. 

The competencies of ordinary regions now approximate those of special statute regions in a quasi–
federal state. In 2005, the centre–right government led by Silvio Berlusconi proposed another 
constitutional reform which would have shifted significant authority on health and education to regioni, 
but the proposal was rejected in a popular referendum in June 2006 by a margin of 62 to 38 percent.  

Since 1948, Italy has had provinces (provincia), numbering 109 in 2006. They are responsible for 
decentralized implementation of central (and regional) government policies, but they also coordinate local 
policies. Their primary responsibilities have to do with spatial planning, the environment, highways, 
education, local economic development, and labour market policies. The 2001 constitutional reform 
strengthened provincial autonomy by abolishing ex ante controls on provincial acts.  

Coding: Regioni a statuto ordinario score 2 (depth) and 1 (scope) for 1972–1976; 2,2 for 1977–
2000; and 3,3 for 2001–2006. Regioni a statuto speciale score 2,3 for 1950–2000 (since 1963 for Friuli–
Venezia–Giulia), and 3,3 for 2001–2006. Provincia score 2,1 for 1950–2000, and 2,2 for 2001–2006. 
Trentino–Alto Adige/Südtirol scores 2,3 for 1950–1971, 2,2 for 1972–2000, and 3,2 for 2001–2006. The 
provinces of Bolzano–Bozen and Trento score 2,2 for 1950–1971, 2,3 for 1972–2000, and 3,3 for 2001–
2006. 

 
Japan has one level of intermediate government: 47 prefectures (todofuken) which have an 

average population of about 2.7 million.  There are also eight regions which serve as statistical categories.  
Japan’s postwar jurisdictional architecture was laid down in the constitution and the Local 

Autonomy Law (1947) which empowered prefectures and installed prefectural governors and directly–
elected assemblies. Todofuken had administrative responsibility for economic development, social 
assistance, child care, public health, agriculture, environment, policing, and primary and secondary 
education. However, the extent of subnational authority was determined by the centre which specified 
uniform laws for the country as a whole. Subnational competencies were formally described as ‘agency–
delegated functions’ for which governors were agents of the national government under the relevant 
central ministry's supervision.  

In 1999, the National Diet amended 475 laws in the Omnibus Decentralization Act which a) 
established the principle that central state control of subnational government policy requires an explicit 
statutory basis, with the goal of constraining the informal pressures that central ministries had previously 
exerted on subnational governments, b) increased subnational autonomy over more than half of the 
previously deconcentrated agency–delegated functions which became ‘inherent functions’ of subnational 
government, and c) abolished the central government’s ability to remove a popularly elected prefecture 
leader if he or she defied a government order.  

Coding: Prefectures score 2 (depth) and 1 (scope) for 1950–1999, and 2,2 for 2000–2006. 
 
Latvia has no regional tier of governance. The Latvian constitution recognizes four cultural and 

historical regions (re�§ioni), but they do not function as an administrative level. The highest government 
tier below the state consists of 26 districts (rajoni) and seven cities (lielpils�•tas), with an average 
population of 70,000.   

Coding: Latvia scores 0 for 1990–2006.  
 
Lithuania has 44 regions and 11 city regions set up under communism. These are too small to 

register on our regional authority index. A 1995 local government reform (modified in 2000 to meet EU 
requirements) created ten higher–tier counties (apskritys). Apskritys serve both as outposts of central 
administration and as self–governments. Each apskritis is led by a government–appointed governor and 
deputy, with an advisory council of elected local government mayors. Advisory councils oversee the 
implementation of economic, welfare and cultural–educational policies, including vocational and 
technical education, hospitals, civil protection, welfare homes, social security, town and spatial planning, 
environmental protection, parks, sports and cultural facilities, regional development and agriculture. They 
also oversee local governments and their implementation of national policy.  
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Coding: Lithuania scores 0 for 1992–1994, and apskritys score 2 (depth) and 1 (scope) for 1995–
2006. 

 
Luxembourg has three tiers of subnational government: districts, cantons, and municipalities. The 

three districts are deconcentrated means to supervise municipalities rather than general–purpose 
authorities. The average population of the 12 cantons does not meet the regional threshold.  

Coding: Luxembourg scores 0 for 1950–2006.  
 
Macedonia, officially named the Former Yugoslav Republic of Macedonia, has a single tier of 

subnational government, 84 municipalities. Prior to 2004, municipalities were grouped in local 
government districts, but with an average population of less than 100,000 these do not meet the criterion 
for regional government.  

Coding: Macedonia scores 0 for 1991–2006.  
 
Malta, which became independent from Britain in 1964, had no subnational tier before the creation 

in 1994 of directly elected local councils (kunsilli) which are grouped in three regions. One of these 
regions, the island of Gozo, has its own administration and a minister in the national cabinet, but the 
remaining two regions are statistical categories. The 1994 law does not specify the division of labour 
between local councils and regions, which leaves open the possibility for future regionalization. Thus far, 
subnational authority rests with the local councils. 

Coding: Malta scores 0 for 1964–2006.  
 
The Netherlands has one tier of regional governance: provincies. The principle of provincial and 

municipal autonomy was entrenched in the 1851 constitution which grants provinces and municipalities 
(gemeenten) a general right to run their “own household” under central supervision.  There are currently 
12 provincies (11 until 1986), with an average population size of 1.3 million.  

Provincial competencies are detailed in the Provinces Act (1851, subsequently revised). Provincies 
share authority with local governments over transport, infrastructure, investment policy, regional 
planning, and, from the 1970s and 1980s, urban development, housing, culture and leisure, and 
environmental planning. Local governments are the senior partners in the relationship. Provincies are also 
responsible for financial oversight of local governments. In 1994, a revision of the Provinces Act 
abolished ex ante central controls and limited central government supervision to ex post legality controls. 
The minister for internal affairs has ‘powers of substitution’ if a provincie fails to take decisions deemed 
mandatory by the central government. 

Since the 1970s, there has been a debate about grouping provincies in larger regions, but no such 
reform has been passed into law. The Netherlands has a higher–level intermediate tier—landsdelen—and 
a lower–level tier—COROP–regio (Coördinatie Commissie Regionaal Onderzoeks Programma), which 
are statistical divisions.  

Coding: Provincies score 2 (depth) and 1 (scope) for 1950–1993 and 2,2 for 1994–2006. 
 
New Zealand has one tier of regional governance, regions, established in 1974. Territorial 

authorities, of which there are 73, are the lowest tier of government and do not meet our regional 
criterion.  

Until the 1970s, regional matters were dealt with by special–purpose bodies under direct state 
control. The first general–purpose regional government—the Auckland regional authority—was created 
in 1963, and this model was generalized with the Local Government Act of 1974, when 22 regions were 
created. In 1989, the number of regions was reduced to 14, and adjusted to 16 in 1992. Twelve of these 
are intermediate governments; four are unitary authorities. Regional authority relates primarily to public 
transport, civil defence, and environmental policy, including air, land and marine pollution, river and 
coastal management, and harbour navigation.  

Coding: New Zealand scores 0 for 1950–1962, Auckland scores 2 (depth) and 1 (scope) for 1963–
1973, and regions score 2 (depth) and 1 (scope) for 1974–2006.  

 
Norway has a single intermediate tier: counties (fylker) which came into existence with Norwegian 

unification in the ninth century. Their contemporary structure was laid down in the 1837 Local 
Government Act which created a dual regional administration consisting of government–appointed 
prefects (fylkesmenn) and county councils of municipal representatives. In 1975, indirectly elected county 
councils were replaced by directly elected assemblies, and fylker were generalized to include urban 
Norway. Fylker have limited legislative authority but, as is common in Scandinavia, have acquired 
extensive responsibilities for implementing economic and cultural–educational policy. Before 1970, they 
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were mainly responsible for regional roads and transport, regional development, public health and social 
welfare services. From the 1970s, they took over secondary education and hospitals, and were also given 
new tasks in cultural policy.  

Coding: Fylker score 2 (depth) and 1 (scope) for 1950–1974 and 2,2 for 1975–2006.  
 
Poland has one regional tier of authority (województwa) that meets the regional population 

criterion.  
The end of communism initially reinforced state centralization because regional administrations 

were perceived as tools for Communist party influence. The first postcommunist government in 1990 
brought regions under central control and made elected regional councils advisory. The administrative 
map of the country consisted of 49 deconcentrated regions and more than 2,400 elected local 
governments (gminy). In 1999, two decentralized tiers of intermediate government were created: 16 
elected regions (województwa) and 378 elected county governments (powiaty). The latter, with an average 
population of round 100,000, do not meet the population criterion for regional government. Beginning in 
1999, województwa have had executive authority for regional development policy, spatial planning, 
health care planning, higher education, EU structural funds, social and labour market policy, regional 
roads, and environment protection.  

Coding: Województwa score 1 (depth) and 0 (scope) for 1990–1998 and 2,2 for 1999–2006.  
 
Portugal has two tiers of intermediate governance: planning regions and districts, alongside two 

special autonomous regions, the Azores (Açores) and Madeira (Madeira). 
The 1976 constitution envisioned three types of regions: autonomous regions, planning regions, 

and administrative regions, but did not specify their competencies. Only special autonomous regions for 
the Azores and Madeira were set up immediately. Their special statute—lightly revised in 1987 (Azores) 
and 1991 (Madeira), and more substantially in 1999—grants them principal authority over a wide range 
of economic and cultural–educational policies, including agriculture, transport, tourism, regional 
planning, natural resources, culture, sport, local government, and taxation. Immigration and citizenship 
remained firmly in the hands of the central government. Until 1999, a minister of the republic in each 
region could veto legislation. Thereafter, the veto could be overturned by an absolute majority in the 
regional assembly. Special regional authority was consolidated in a constitutional revision (2005). 
However, the autonomous regions do not have primary responsibility for police or regional political 
organization, nor do they have residual power, so they fall short of the maximum score on policy scope.  

In 1979, five planning regions were set up on the mainland. They are administered by 
deconcentrated outposts of the central state, the comissões de cooperação e desenvolvimento regional. 
Planning regions are responsible for regional development and they oversee local governments on behalf 
of the central government. A plan to create eight decentralized “administrative regions” (regiões 
administrativas) with elected assemblies, as the constitution had foreseen, was rejected by referendum in 
1998.   

Portugal has a longstanding lower–level intermediate tier of 18 districts (distritos). The districts are 
deconcentrated authorities primarily concerned with the coordination of educational and cultural activities 
and with supervising the legality of municipal acts. They consist of an indirectly elected district assembly, 
an advisory council, and a governor appointed by the central government. We score this level as 
deconcentrated government.  

Coding: Comissões de cooperação e desenvolvimento regional score 1 on depth and 0 on scope for 
1979–2006. Distritos score 1,0 for 1976–2006. The Azores and Madeira score 2,2 for 1976–1998 and 3,2 
for 1999–2006. 

 
Romania has two tiers of intermediate governance: counties (judete) and development regions 

(regiuni de dezvoltare).  
Forty–two judete existed under communism. The 1991 constitution established the principles of 

county self–government and decentralization of public services. Judete double as institutions of self–
governance and state agents. They are governed by a directly elected council with a chairman elected by 
the council.  Each county also has a prefect, appointed by the central government, who checks the legality 
of county and local acts and oversees deconcentrated state services. Judete provide economic, welfare 
state, and educational services encompassing regional transport, social assistance, the environment, 
secondary education, and regional planning, but they do so within central guidelines.  

Eight regiuni de dezvoltare were created in 1998. Each consists of four to six judete. Regiuni de 
dezvoltare are a deconcentrated level of government with a tiered structure consisting of a regional 
development council composed of local government representatives, presidents of judet councils, and 
judet prefects, and a regional development executive appointed by the regional development council. 
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