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Italian Institutional Setting
» 20 Regions, 15 Ordinary Regions, 5 Special Regions.

» Municipalities (8011, 1351 of which are in special regions)
spent 6.8% of total current public expenditure in 2015.

» Headed by mayors, directly elected for five-year terms and
subject to a two-term limit.

» Main expenditure responsibilities: Social services, childcare
and nursery schools, school related services, environment
protection and waste management, local police, local transport
and maintenance of local roads, culture and recreation, registry,
town planning and central administration.

» Main sources of revenue: (current grants), local income tax
surcharge, property tax, fees.



Standard Expenditure Needs in Italy (1)
Background

In 2009-2010 a reform of fiscal federalism took place
Municipalities already had quite large tax autonomy (since 1998)
* Real estate tax
* Municipal personal income tax (as a surtax on national PIT)

 On both taxes the rate could be manoeuvred around the standard national
rate

Grants from the State where determined according to past legislation
and practices, with no precise connection to the actual needs

The reform intended to introduce an estimation system for the
expenditure needs, and upon them build an equalisation system



Standard Expenditure Needs in Italy (2)

The equalisation process

e Calculation of standard expenditure needs (SEN)

* Calculation of standard fiscal capacity (SFC)
 Revenues attainable from the own taxes, at standard rates

* Fiscal Gap = difference between SFC and SEN

* Calculation of the equalisation subsidies based on the fiscal
gap
* Determination of grants to municipalities

* Transitional period (2015-2030) as a weighted average of
historical needs and equalisation subsidies



Standard Expenditure Needs in Italy (3)

The indicators of performance

* Calculation of standard expenditure needs (SEN)

Calculation of standard level of outputs (SLO)

Determination of expenditure gap (historical expenditures - SEN)

Determination of output gap (historical outputs - SLO) local

Mapping each municipality into a four quadrants model

Assessment of the performance of each municipality



The OpenCivitas Project: Timeline

» May 2009 (Law no. 42/2009): reformed the local
governments’ financing structure, introducing a new equalization
system based on standard expenditure needs and fiscal capacity.

» December 2013: Government produced the first wave of
standard expenditure needs (SENs) for municipalities in Ordinary
Regions.

» July 2014: only mayors (and informally, press) were given access
to the expenditure indicators (7 categories, based on SENS) via a
website, OpenCivitas.it, and an individual code.

» November 2014: data open to the public.

» Early 2016: publication of output and performance data.
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For each municipality

Expenditure y

| Level of Service g
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Performance evaluation

Expenditure score = Ay
OQutput score = Ag
Performance score = f(Ay, Ag, ¢)

where: ¢ = average standard cost of overall output

On line publication of
municipal data on
expenditures and
performances in the
provision of public
services

Open access to all
citizens

Open data

More information for
local administrations

Stimulates higher
electoral
accountability and
citizens’ participation



The rating system of Opencivitas.it

Expenditure score Service score Performance score




Performance Assessment: The Four-Quadrant Model

Ag

High performance

B

Low service
provision

Low
performance



Evaluation of the performance of Italian municipalities
Area: Waste Management
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é Total of Functions

——
Populatian 21/12/2018
2.820.219
Historical expenditure
€2.996.931.208
Standard expenditure
€2.815.410.309
Difference €
€ +181.520.899
Difference %
+6,45%
Expenditure level

Q0000000 (7,00)
Level on 0:10 scale

Indicator - Total of Functions

Indicator

Standard mpenditure - Eura parinhabitant
Standard mxpenditure- Eura

Historical expenditurs - Eurp perinhabitant
Historical expenditurs - Euro
Historical vs Standard servica level - ¥
Avarage labaur cast- Euro per employes
Avarape labour cast - Euro par infbitent

é Total of Functions

2018

Peapulatian 21/
1.285.980
Historical expenditure
€1.458.470.702
Standard expenditure
£€1.331.503.660
Difference €

€ +126.967.042
Difference %

+9 54%
Expenditure level

0000000 (7,00)
Level on 0:10 scale

Service level

00000000 TD @00
Lewvel on 0:10 scale

Comune of Roma (RM)
99829
1E1541838248
186766
1998.931768,18
484

44725847
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é Total of Functions

Pepulation 21/12/2018
554.318
Historical expenditure
€ 740.407.337
Standard expenditure
€ 805.289.681
Difference €
€-64.982.344
Difference %
-8,07%
Expenditure level

0000
Level on 0:10 scale
Service level
CO00IIOHT
Lewvel on 0:10 scale

Comune of Milana (MI)
953,81
133158385098
1e4478
145847878198
1287

4374483

45345

(4,00)

o (4,00)

Comuna af Nagali (NA)
B4334
BB5.389.681,17
17585
74848733688
-11.89

4126839

31175

Total of Functions

——
Pepulatian 21/12/2018
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€ 808.820.963
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€784.059.231
Difference €

€424 761.732
Difference %

+3,16%
Expenditure level

000000 (s,00)
Level on 0:10 scale

Service level

QOO0 0 (6,00)
Level on 0:10 scale

‘Comune of Torina (TO}
o188
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&33,62
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Municipalities are visualised only if they are assescable in terms of expenaditure and senvices provided.

Municipalities are pesitioned in fowr quadrants bases on the expenaditure level and the quantity of services provioed. Aggregating the two dimensions:

- Municipalities in the lower right quadrant record a historical expenditure higher than standard and offer = lower service level than the average of municipalities with the same number of inhabitants. On the
ro and aservice level higher than the average of municipalities with the same number of inhabi@ants;

opposite sice, municipalities in the top left quacrant record a historical expenditure lower than
- Municipalities in the lower left quadrant recard a historical expenditurs lower than the standard and a service level lower than the municipalities with the same number of inhabitants. On the opposite side,

municipalities in the top right quadrant record a historical expenditure higher than the standard and a service level nigher than the average of muridipalities with the same numper of inhabitants.
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Services Services Services
Population 33/12/2018 Population 31H 272018 Population 31122018
2.820.21% 1.395.380 954.318
Histarical expendiure Histarical expenditure Hisiorical expendiiurne
£ 535504512 £ 182,269 520 £141.054.751
wrd expenditure ard expen) Standard expenditure
£ 402726136 £ 212,341 867 € 115.438.835
Differencs € Difference Difference €
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Diffarence % Difference %
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Expenditure |evel Expendibure kewel

e Je Je Te Te e Le fe TRIRILAU
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0000003030 (5.0 Q00000003 .0 Q00033000
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Indicator - Central General Services
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Municipalities are visualised only if they are assessanle in terms of expenditure ana services proviced.

Municipalities are positioned in four qguadrants based on the expenditure level and the guantity of services provided. Aggregating the two dimensions:

- Municipalities in the lower right quadrant record a historical expenditure higher than standard and offer a lower service level than the average of municipalities with the same number of inhabitants. On the
oppasite sige, municipalities in the top left quadrant record a historical expenditure lower than the stancars and a service level higher than the average of municipaiities with the same number of inhabitanss;
- Municipafities in the lower left quadrant record a historical expenditure lower than the standard and a service level lower than the municipalities with the same number of inhabitants. On the opposite side,
municipalities in the top Aight quadrans record a historical expenditura highar than the standard and a seruics level higher than the average of municipalities with the same number of inhabitants.
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Municipaliti 2 visualised anlby if they are intarmes of axp N services proviced.

Municipalities are positioned in four quadrants based on the expenditurs kevel and the guantity of services provided. Aggregating the two dimensions:

- Municipalities in the lower right guadrant record a historical expenaditure higher than standard and offer a lower service level than the average of municipalities with the same number of inhabitants. On the
‘opposite sice, municpalities in the top |eft guacrant record a historical expenditure lower than the standard and a service l2vel higher than the average of municipaliies with the same number of inhabitants;
- Municipaliies in the lower left quadrant recorc a historical expenditurs lower than the standard and a service level lower than the municipalities with the same number of inhabitants. On the opposite side,
municipalities in the top right quadrant record a histarical expenditure higher than the standard and a service level higher than the average of municipalities with the same number of inhabitants.
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Municipaliti isualized only if they are
Municipalities are positioned in four quadrants based on the expenditure level and the guantity of services provided. Ageregating the two dimensions:

- Municipalities in the lower right record a historical ex iture higher than standard and offer a lowver service level than the average of municipalities with the same number of inhabitants. On the
‘opposite sice, municipalities in the top left record a historical ex| iture |ower than the stancard and a service level higher than the average of municipalities with the same number of inhabitants;
- Municipafities in the lower left quadrant record a historical expenciture lower than the standard and a service level lower than the municipalities with the same number of innhabitants. On the opposite side,
municipalities in the top rignt record a historical expenditure Nigher than the standard and a service kevel Nigner than the average of municipalities with the same number of innabitants.
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Municipalities are visualised only if they are assessable in terms of expenditure and services proviced.

Municipalities are pesitioned in four quadrants based on the expenciture level and the quantity of services provioea. Aggregating the two dimensions:

- Municipalities in the lower right quadrant record 2 historical expenditure higher than standard and offer a lower service level than the average of municipalities with the same number of inhabitants. On the
‘opposite side, municipalities in the top left quadrant record a histori jiure lower than th d and a service level higher than the average of municipalities with the same number of inhabitants;
- Municipalities in the lower left quadrant record a historical expenditure lower than the standard and a service level lower than the municipalities with the same number of inhabitants. On the opposite side,
municipalities in the top right quadrant record a historical expenditure higher than the stancard and a service level higher than the average of munidipalities with the same number of inhabitants.
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Municpalities are vi only if they are
Munidpalities are positioned in four quadrants based on the expenciture level and the quartity of services provided. Aggregating the two dimensions:

- Municipalities in the lower right guadrant record a historical expanditure higher than stancard and offer a bower service level than the average of municipalities with the same number of inhabitants. On the
‘opposite sice, municipalities in the top left quaarant record a historical ex ' and a service level highar than the average of municipaiities with the same number of inhabitanss;
- Municipalities in the lower left quadrant record a historical expenditurs lower than the standard and a serwice level lower than the municipalities with the same number of inhabitants. On the opposite side,
municipalities in the top right quadrant record a historical expenditure higher than the stancard and a service kevel higher than the average of municipalities with the same number of inhabitants.
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Municipalities are visualised only if they are assessable in terms of expenditure and senvices proviced.

Municipalities are positioned in four quadrants based on the expenditurs level and the quantity of services provided. Aggregating the two dimensions:

- Municipalities in the lower right o record a historical higher than and offer 2 bower service lzvel than the average of municipaiities with the same number of inhabitants. On the
opposite sice, municipalities in the top left quacrant record a historical expenditure lower than the standard and a service leve! nigher than the average of municipalities with the same number of inhabiants;

- Municipalities in the lower left quadrant record a historical expenditure lower than the standard and a senvice level lower than the municipalities with the same number of inhabitants. On the opposite side,
municipalities in the top Aght quadrant record a historical expenditure higher than the standand and a service kevel higher than the average of muricipalities with the same number of inhabitants.




The Disclosure of Data: A Growing Imperative for Local Governments

» Data is considered the raw material of the 21st century, data production
in 2020 is 44 times greater than it was in 2009 (Numanovic 2017).

» The number of open data initiatives is growing in the public sector.

» By improving voter information and government accountability, data
disclosure may improve fiscal decisions and the efficiency of service
provision.

» But, principal-agent theory warns us that data disclosure may also cause
politicians to focus too much on measured activities at the expense of
unmeasured ones.
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Recent Research Paper on the impact of data disclosure

cesifo 10155
WORKING —
PAPERS

Does Data Disclosure Improve
Local Government
Performance? Evidence from
Italian Municipalities

Ben Lockwood, Francesco Parcelli, Michela Redoana, Antanio Schiavane

cesifo

» We exploit an Italian Government’s open data initiative
(OpenCivitas), starting in 2014 and affecting municipalities in
ordinary regions.

» We conduct an empirical exercises to identify the extensive margin

effects of this initiative on municipal governments’ spending, service
provision, and efficiency

» Data disclosure does matter: positive effect on published indicators but

a negative effect on the unpublished ones, spillover effects on the
composition of revenues (lower taxes, higher fees), some evidence of
enhanced yardstick competition.

https://www.ifo.de/sites/default/files/docbase/docs/cesifol _wp10155.pdf
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https://www.ifo.de/sites/default/files/docbase/docs/cesifo1_wp10155.pdf

Literature

» papers on deliberate government data disclosure (policy interventions or
RCTs) on electoral outcomes and government policy: Ferraz (2008),
Bjorkman (2009), Banerjee (2011, 2020),

Pande (2011), Lockwood & Porcelli (2013), Kendall (2015),

Grossman (2018), Cruz (2021)
- Almost every work is on electoral outcomes only and/or in developing
countries
- Lockwood & Porcelli (2013) studies Comprehensive Performance
Assessment, a scheme for local government in England, using Wales as a control
group, incentivised output, also caused taxation to rise and efficiency to fall

» papers on the effect of (exogenous variation of) media coverage per se on on
electoral outcomes and government policy: Besley & Burgess (2002), Stromberg
(2004), Eisensee (2007), Snyder
(2010), Durante (2018) etc

- relevant as we use media coverage as an instrument for intensity of
treatment



Overview of the empirical analysis

» Extensive Margin Exercise
Diff-in-Diff approach to estimate the impact of data disclosure on spending
and output indicators, comparing municipalities in treated (ordinary) and
untreated (special) regions between 2010 and 2018.

» We use homogeneous data for comparing municipalities in ordinary and
special regions

» Expenditure Per Capita = Total Expenditure as per OpenCivitas definition,
one of the indicators published by OC in 2014 (up to measurement error)

» % of Waste Recycled - important expenditure, > 50% of all expenditure in
many cases, one of the indicators published by OC in 2016

» Municipality Controls: Population, Current Grants, Capital Grants



Extensive Margin Exercise: Empirical Strategy

Treated region =
Lombardia

Treated region =
Veneto



Extensive Margin Exercise: Empirical Strategy

Diff. in Diff.

Yit = A1Postt + A2(Treati X Postt) + ai + ot + uXit + vit

Event Study

2018
Yit = Bt(Treati X yeart) + ai + ot + yXit + €it

t=2010

where
» Y = Current Expenditure, % of Waste Recycled

» X = Population, Current Grants, Capital Grants



Extensive Margin Exercise: Results

(1) (2) 3) “4)
Veneto treated Lombardy treated
Current expend. Waste Recycl. Current. Expend. Waste Recycl.

Treatment effect AHQ'S%%’E* PO.OOO&% 15&9%@%** 0. [%ggzllgik*

Controlvariables————Yes—Yes—Yes——Yes

Municipality, Year FE Yes Yes Yes Yes
Observations 1,804 1,804 671 671
R-squared 0.037 0.263 0.153 0.388
Municipalities 215 215 81 81

Notes: Standard errors are clustered by municipality. Time period is 2010-2018. Controls: population, current grants,
capital grants.

» In Veneto (Lombardia), expenditure falls by 6% (18%) relative to
the mean.

» In Lombardia, mean share of waste recycled is 0.50, so an
increase of around 20%.



Current Expenditure Per Capita
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Dynamic effects of data disclosure on per capita current expenditure by
municipality and year. Standard errors are clustered by municipality.



Waste Recycling
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Dynamic effects of data disclosure on waste recycling by municipality and year.
Standard errors are clustered by municipality.



Conclusions

» Extensive margin effect of data disclosure: Diff-in-Diff estimates show a
positive impact of data disclosure on the quality of expenditure and of the

share of recycled waste which follow closely timing and content of data
disclosure.

» Policy implication: careful design of data disclosure is needed since there are
negative spillovers on unpublished indicators.
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