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         Foreword

         OECD Regions and Cities at a Glance shows how regions and cities are progressing toward stronger economies, better lives for people, and more inclusive societies. The report provides a comparative picture of trends in economic growth, productivity and entrepreneurship across regions and metropolitan areas. It also assesses how people’s well-being is changing across regions, both within and across countries, including progress on closing gender gaps. This edition updates more than 40 region-by-region indicators to measure disparities within countries and their evolution since the turn of the millennium. The report covers all OECD member countries and, where data are available, Brazil, Peru, the Russian Federation, Tunisia and South Africa.

         There are several new areas of subnational data in this 2018 edition. The report now includes a chapter entirely focused on metropolitan areas. The title of the publication, which now includes the term “cities”, reflects the increasing interest of readers in this scale of analysis. New indicators of inequality and poverty rates at this metropolitan scale are included. To assess the extent to which migrants are integrated locally, education and labour market outcomes of migrants at the regional scale have been created. Internationally comparable data on the creation and destruction of firms and the associated changes in employment at regional level is another new aspect of this edition.

         The report is organised into five chapters plus statistical annexes. Chapter 1 provides an assessment of regional disparities in GDP, productivity and entrepreneurship. Chapter 2 paints a picture of well-being outcomes across OECD regions in a range of dimensions that matter for people. Chapter 3 focuses on demographic changes and integration of migrants in regions and includes sections on gender gaps. Chapter 4 provides an assessment of economic and social conditions in metropolitan areas, while Chapter 5 focuses on trends in investment and expenditure by subnational governments.

         OECD Regions and Cities at a Glance 2018 was produced by the OECD Centre for Entrepreneurship, SMEs, Regions and Cities, led by Lamia Kamal-Chaoui, Director as part of the Programme of Work of the Regional Development Policy Committee and its Working Party on Territorial Indicators. The report was co-ordinated and edited by Paolo Veneri, Head of the Territorial Analysis and Statistics Unit, under the supervision of Rudiger Ahrend, Head of the Economic Analysis, Statistics and Multi-level Governance Section. Lead authors for each of the chapters were Lukas Kleine-Rueschkamp (Chapter 1 and 4), Eric Gonnard (Chapter 2 and 4), Marcos Diaz-Ramirez (Chapter 3 and 4) and Isabelle Chatry (Chapter 5). Alexandre Banquet and Dimitrios Papaioannou (International Transport Forum) calculated the indicators pertaining to poverty and access to services in metropolitan areas, respectively. Milenko Fadic provided statistical input throughout the whole report. Comments provided by Kate Brooks, Soo-Jin Kim, Alexander Lembcke and Karen Maguire are gratefully acknowledged. Cicely Dupont-Nivore and Pilar Philip are kindly acknowledged for editing and preparing the report for publication. Damian Garnys and Janine Treves provided editorial assistance.

      

   
      
         Editorial: Regions and cities – seizing their potential for stronger productivity and well-being

         Current global megatrends – such as the digital transformation, climate change, migration or ageing – are likely to have a major impact on people’s lives. Similar to the effects of globalisation that have characterised the last two decades, the consequences of these megatrends can be highly diverse not only across countries, but also across regions and cities within a given country. This differential impact will add to the already heightened concern of policy makers about disparities related to jobs and income, and thus ultimately well-being, across regions and cities. Economic differences within countries are indeed already cause for concern: within OECD countries, the most productive region is on average twice as productive as the least productive one. Fundamental changes to traditional local economic structures that, for example, the digital transformation will cause could further exacerbate such regional discrepancies.

         Preparing for the challenges and opportunities of global megatrends while enhancing resilience and sustainable development across space requires action and policies that are adapted to the specific realities of where people live. Regions and Cities at a Glance 2018 makes a critical contribution to this agenda by providing detailed, subnational data that reveal differences and diverse trends within countries that would be masked by national averages. The publication examines the most recent economic, social, and demographic developments in regions and cities across OECD and selected non-OECD countries, highlighting patterns of growth and progress in many aspects related to people’s lives. Such information helps policy makers to prioritise actions to promote prosperity and cohesion in all places.
         

         As engines of economic growth and innovation, cities and their residents will be at the forefront in making sure that future opportunities arising from global megatrends will benefit society at large and trickle down to all places. Cities are vital centres of entrepreneurship that have a significantly higher rate of firm creation than other places. New firms can help to provide innovative solutions and achieve the efficiency gains promised by automation and digitalisation. Nonetheless, closer links between cities and rural areas can be beneficial for both types of places thanks to knowledge spillovers and sharing of innovation, resources and amenities.

         The assessment of well-being outcomes across OECD regions can help countries pursue policies that take into account the specific conditions of places and thereby provide adequate local solutions. While many aspects of quality of life have improved in the majority of regions, income and job opportunities are increasingly concentrated in specific regions. Young adults are particularly vulnerable in this regard. Youth unemployment is above 50% in certain regions of Southern Europe, demonstrating that finding a job can still be extremely challenging. Alleviating differences in living conditions becomes crucial to making our societies more prosperous and inclusive.

         We are still at the beginning of the process of analysing and understanding how global megatrends will affect our societies. However, it is clear that opportunities and living conditions will continue to be different across regions and cities. In this light, Regions and Cities at a Glance 2018 makes an important contribution by highlighting the most salient spatial discrepancies that need to be addressed to truly achieve stronger growth and more inclusive societies.
         

         Lamia Kamal-Chaoui

         [image: graphic]

         Director, OECD Centre for Entrepreneurship, SMEs, Regions and Cities

      

   
      
         Executive summary

         The maturing economic recovery from the global financial crisis has coincided with signs of a more widespread decrease in economic disparities within countries. Between 2000 and 2007, regional disparities within countries had increased. At the same time, low-income countries were catching up economically. This resulted in a situation – at the beginning of the global financial crisis – where disparities within countries surpassed those between countries. This trend has reversed since 2011, with disparities within countries falling significantly, especially in the last few years. The reversal occurred first in non-European countries, spreading only more recently to Europe where economic recovery had been delayed. In spite of these welcome improvements, regional disparities remain high in several respects.

         During these different phases, capitals and metropolitan areas – the latter being urban agglomerations of at least 500 000 inhabitants – have continued to be highly attractive places for business and people alike. Metropolitan areas have increased their population by 0.75% per year since 2000 and now account for about 60% of national GDP. They also tend to have higher proportions of migrants and higher rates of innovation and firm creation.

         Although we have recently seen a narrowing in differences between regions, many places that were already lagging behind in 2000 are still struggling to catch up with the more prosperous areas in their country. For example, the most productive region within a given OECD country is on average twice as productive as the least productive one and differences in job opportunities also remain substantial. Another problem is that, with subnational governments investing less than in the past, the capacity to maintain good infrastructure and public services is likely to be increasingly challenging in numerous regions.

         This report provides a comprehensive assessment of how regions and cities fare in their efforts to build stronger economies, higher quality of life for their citizens, and foster more inclusive societies. It offers a comparative picture of trends in spatial productivity, economic growth, entrepreneurship, and well-being across regions and cities in the OECD and in selected non-member countries. It puts special emphasis on spatial inequalities, such as differences in income and opportunities, the integration of migrants in OECD regions, as well as on gender gaps in several well-being dimensions at the regional level.

         
            Key findings
            

            Regional economic disparities within OECD countries have finally started to come down, but remain at elevated levels
            

            Economic disparities between the regions within a country have finally started to recede. They remain, however, at relatively high levels, with different countries experiencing different trends. Since 2000, economic gaps between regions have been stable or decreasing in half of the OECD countries, but have been further increasing in the other half. For example, Chile, Mexico and New Zealand significantly narrowed regional economic disparities. In contrast, disparities for countries that were hit the hardest by the global financial crisis (e.g. countries in Southern Europe or Ireland) increased, albeit with some signs of a reversal in recent years.

            Recent OECD work has identified drivers behind contrasting trends in spatial productivity within countries. On average, regions with a higher specialisation in the tradable sector – implying a higher exposure to international competition – or located in proximity to a city experienced faster catch-up to the most prosperous regions in their country. Rural regions close to a city, for example, have narrowed the productivity gap with urban regions by 3 percentage points since 2010.

            In addition, capital regions have further increased their economic importance over the past two decades. As centres of entrepreneurship and innovation, enterprise creation and employment creation by new firms are more than 60% higher in capitals.

            Many aspects of quality of life have improved nearly everywhere, but income and job opportunities remain concentrated in large cities and certain regions
            

            In the vast majority of regions, several well-being dimensions have improved since 2000, contributing to narrowing regional gaps. This is particularly true for educational attainment, life expectancy, and safety. However, material aspects such as jobs and income have not improved everywhere. Finding a job remains considerably more difficult in certain regions. Young adults are especially affected, with youth unemployment rates still above 50% in some regions such as Epirus, Greece, and Calabria, Italy.

            Challenges in the labour market directly affect income opportunities. For people living in metropolitan areas, income levels are 21% higher than for people living elsewhere; although price levels, in particular housing prices, also tend to be higher in larger agglomerations. For example, while households spend on average around 20% of their income on housing, housing expenditure can reach almost 40%, as in Oslo, Norway.

            Inclusive growth requires dealing with inequalities across all spatial scales
            

            Inequalities are found not only between, but also within all regions and cities. High inequalities can exclude people from job opportunities and thereby from the benefits of economic growth, which, as a consequence, can undermine long-term socio-economic sustainability. In metropolitan areas, inequalities can be particularly stark at the neighbourhood level, with the most affluent households living in a more isolated manner in specific neighbourhoods than other income groups. For more inclusive growth, it is fundamental that all people have access to opportunities, jobs and services. Access to services, for example, changes drastically even within the same metropolitan area. Some 87% of residents in central and densely populated neighbourhoods have access to hospitals within a 30-minute drive, compared to only 57% of residents in urban locations that are less central.

            Promoting participation of all people in the generation of economic growth is important to fostering progress in all places. While gender gaps in employment rates have slightly decreased since 2000, in certain regions in Mexico, Turkey, Chile, Italy and Greece, female employment rates remain 20 percentage points below those of men. Among migrants in OECD regions, the employment rate of women is 15 percentage points lower than the rate for men. Given that a large part of inequality arises locally and with the bulk of their spending responsibilities typically in education, health and other social services, subnational governments have an important role in promoting inclusive growth.

         

      

   
      
         Reader’s guide

         
            The organising framework
            

            Regions and Cities at a Glance 2018 provides a comprehensive assessment of how regions and cities across the OECD are progressing towards stronger economies, a higher quality of life for their citizens and more inclusive societies. The publication provides a unique comparative picture in a number of aspects connected to economic development and living standards across regions and cities in OECD and in some non-OECD countries. More specifically, the report documents trends in GDP per capita, productivity, jobs and entrepreneurship (Chapter 1). The impact of such trends on people’s lives is addressed in Chapter 2, which provides an updated and extended assessment of well-being across all OECD regions using consistent indicators about several aspects that matter for people’s lives, including material conditions (income, jobs and housing) and quality of life (health, education, access to services, environment, safety, civic engagement and governance)
            

            The report also provides an assessment of the extent to which regions and cities are able to promote and maintain cohesion among different groups of people (Chapters 3 and 4). In this respect, key inclusion aspects addressed in the report include new indicators for regions and cities on the integration of migrants, on gender gaps in several well-being dimensions and on inequalities that characterise regions, metropolitan areas and their neighbourhoods. Chapter 4 has a specific focus on cities across OECD countries, where cities are defined according to the OECD-EC functional urban areas. The latter consists of urban centres with high population densities, and adjacent municipalities with high levels of commuting (travel-to-work flows) towards the densely populated municipalities. The advantage of this definition is twofold: 1) it overcomes limitations to international comparability resulting from administrative boundaries, and 2) it is based on an economic approach rather than an administrative one. The term metropolitan area refers specifically to cities with more than 500 000 inhabitants. Chapter 5 provides an assessment of expenditure and investment by subnational governments and on how their investment capacity is evolving in recent years. It also provides an analysis of the sources of subnational government revenues as well as an overview of outstanding debt at subnational level
            

            Throughout the publication, regional economies and societies are looked at through two lenses: the distribution of resources and the persistence of disparities across regions and cities over space and time. More precisely:

            
               	
                  Distribution of resources over space is assessed by looking at the proportion of a certain national variable concentrated in a limited number of regions, corresponding to 10% or 20% of the national population and the extent to which specific regions contribute to the national change of that variable. For example, regional convergence in GDP per capita, measured by the annual growth rates in the bottom and top 10% of regions, only occurred in half of OECD countries between 2011 and 2016. Metropolitan areas have contributed on average to 51% of total GDP growth since 2000.

               

               	
                  Regional disparities are measured by either the difference between the maximum and the minimum regional values in a country (regional range), or by the Theil general entropy index,1
 which reflect inequality among all regions. In Turkey, Spain and Italy, for example, the regional difference in unemployment rates was higher than 15 percentage points in 2017.
                  

               

            

         

         
            Geographic areas utilised
            

            Traditionally, regional policy analysis has used data collected for administrative regions, that is, the regional boundaries within a country as organised by governments. Such data can provide sound evidence on the contribution of regions to national performance as well as on the persistence of disparities within a country. Data on administrative regions has also the advantage to refer to areas that are often under the responsibility of a certain subnational government or to the scale targeted by a specific policy implemented at national or subnational level. At the same time, the places where people live, work and socialise may have little formal relationship to the administrative boundaries around them. For example, a person may inhabit one city or region but go to work in another and, on the weekends, practice a sport in a third. A broad set of linkages, such as job mobility, production systems, or collaboration among firms, determines the interactions occurring between regions. These often cross local and regional administrative boundaries. The analysis, therefore, should take into consideration, in addition to the administrative boundaries of a region, its economic or social area of influence known as the functional area (Figure below). Especially in the case of large urban areas, the notion of functional urban area can better guide the way national and city governments plan infrastructure, transportation, housing, schools, and space for culture and recreation. In summary, functional urban areas can trigger a change in the way policies are planned and implemented, better integrating and adapting them to local needs.
            

            
               Administrative and functional boundaries: Austin, Houston and Paris
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            This publication features data for both administrative regions and functional urban areas according to international classifications, although the availability of data for the former is much more complete than for the latter.

            Definition of metropolitan areas
            

            The OECD-EU definition of functional urban areas consists of urban centres that are densely populated (at least 1 500 inhabitants per square kilometre) and adjacent municipalities with high levels of commuting (travel-to-work flows) towards the densely populated municipalities. This definition overcomes previous limitations for international comparability linked to administrative boundaries. A minimum threshold for the population size of the functional urban areas is set at 50 000. The definition is applied to 34 OECD countries and it identifies 1 124 urban areas of different sizes (see Figure A.2 in Annex A for the detailed methodology). It should be noted that, due to lack of commuting data, functional urban areas are not identified in Israel, New Zealand or Turkey.
            

            The aim of this approach to functional urban areas is to create a methodology that can be applied across the whole OECD, thus increasing comparability across countries, unlike definitions and methodologies created within individual countries, which have been internally focused.2
 In order to establish this cross-country methodology, common thresholds and similar geographical units across countries were defined. These units and thresholds may not correspond to the ones chosen in the national definitions. Therefore, the resulting functional urban areas may differ from the ones derived from national definitions and in addition the OECD functional urban delimitation may not capture all the local factors and dynamics in the same way as national definitions.
            

            This publication includes data on metropolitan areas, which are defined as the functional urban areas with a population of greater than 500 000. According to this methodology, there are 329 metropolitan areas in the 31 OECD countries corresponding, in 2015, to 55% of the total population of these countries.

            Territorial level classification
            

            Regions within the 35 OECD countries are classified on two territorial levels reflecting the administrative organisation of countries. The 389 OECD large (TL2) regions represent the first administrative tier of subnational government, for example, the Ontario Province in Canada. The 2 251 OECD small (TL3) regions are contained in a TL2 region. For example, the TL2 region of Aragon in Spain encompasses three TL3 regions: Huesca, Teruel and Zaragoza. TL3 regions correspond to administrative regions, with the exception of Australia, Canada, Germany and the United States.3
 All the regions are defined within national borders (See Annex A for the regional classification of each country).
            

            This classification – which, for European countries, is largely consistent with the Eurostat NUTS 2013 classification – facilitates greater comparability of geographic units at the same territorial level.4
     Indeed, these two levels, which are officially established and relatively stable in all member countries, are used as a framework for implementing regional policies in most countries.
            

            Due to limited data availability, labour market indicators in Canada are presented for groups of TL3 regions. Since these groups are not part of the OECD official territorial grids, they are labelled – for the sake of simplicity – as non-official grids (NOGs) in this publication and compared with TL3 in the other countries. Germany also has a NOG category with the 96 Spatial Planning Regions, an intermediate level between the 16 Länder (TL2) and the 402 Kreise (TL3). The German NOGs allow for a level of spatial disaggregation comparable to the other countries.

            For the non-OECD countries in this report, only TL2 regions have been identified for Brazil, People’s Republic of China, Colombia, India, Peru, the Russian Federation and South Africa, whereas for Lithuania, TL3 are derived from the European NUTS 3.

            Regional typology
            

            Traditionally the OECD has classified TL3 regions as predominantly urban (PU), intermediate (IN), or predominantly rural (PR) regions. This typology is mainly based on population density in each local unit, combined with the existence of urban centres where at least one-quarter of the regional population reside. An extended regional typology has been adopted to distinguish between rural regions that are located close to larger urban centres and those that are not. The result is a four-fold classification of TL3 regions: predominantly urban (PU), intermediate regions (IN), predominantly rural regions close to a city (PRC) and predominantly rural remote regions (PRR). The distance from urban centres is measured by the driving time necessary for a certain share of the regional population to reach an urban centre with at least 50 000 people (see Figure A.1 in Annex A for a detailed description of the criteria and the resulting classification of TL3 regions). Due to a lack of data, the extended typology has not been applied yet to Australia, Chile or Korea. In 2014, the European Union modified the rural-urban typology, using 1 kilometre population grids as building blocks to identify rural or urban communities, with the aim of improving international comparability; for the OECD-EU countries this rural-urban typology is presented in the publication.
            

            While the rural-urban typology is calculated only for the lower territorial level (TL3) we are also interested in characterising TL2 regions according to the extent to which their population live in urban agglomerations or in low density areas. To this purpose, the share of the regional population living in functional urban areas is used to distinguish TL2 regions which are mostly agglomerated versus those that are mostly non-agglomerated. This classification has the advantage of overcoming the urban-rural split and better capturing the contiguity of urban and rural life. In this publication, a TL2 region is classified as mostly agglomerated if more than half of its population lives in a functional urban area located within the TL2 region. The classification of mostly agglomerated TL2 regions is not applied to Israel, New Zealand or Turkey as data on functional urban areas are not available for these countries.
            

         

         
            Sources of data for territorial statistics
            

            OECD Regions and Cities at a Glance 2018 includes a selection of indicators from the OECD Regional Database, the OECD Regional Well-Being Database, the OECD Metropolitan Areas Database and the OECD Subnational Government Finance Database. For the first time this edition of the publication presents comparable indicators on the creation and destruction of firms in regions and on the jobs generated by those dynamics. The report also presents new indicators on the integration of migrants across OECD regions, based on labour force survey data in OECD countries. Finally, the report presents indicators on functional urban areas based on a different set of data sources specified in the Annexes of the publication and heavily relying on GIS estimation-based raster data organised in regular grids. Unless specified differently, indicators refer to functional urban areas as identified with updated boundaries in 2018, based on the most recent population and commuting data
            

            Most of the indicators presented in Chapters 1, Chapter 2 and 3 are referred to TL2 and TL3 regions and come from official national sources, following internationally-consistent methods for cross-country comparability. At the same time, regional and local data are increasingly available from a variety of sources: surveys, geo-coded data, administrative records, big data, and data produced by users. While countries have started to make use of the various sources to produce and analyse data at different geographic levels, significant methodological constraints still exist, making it a challenge to produce sound, internationally comparable statistics linked to a location. These constraints include both the varying availability of public data across OECD countries and the different standards used by national statistical offices in defining certain variables. Such constraints are even more daunting in non-OECD countries, where the production and usability of geo-coded information could be one solution to improve statistical evidence for different policy uses, such as the monitoring of Sustainable Development Goals. The trade-off between sound methodological estimations and international comparability should always be considered, as the latter depends on information that is universally available.
            

            The indicators for the metropolitan areas presented in Chapter 4 are derived by integrating different sources of data, making use of GIS and adjusting existing regional data to non-administrative boundaries. Two types of methods to obtain estimates at the desired geographical level are applied, both requiring the use of GIS tools to disaggregate socio-economic data. The first method makes use of satellite datasets (global layers) at different resolutions, which are always smaller than the considered regions. The statistics for one region are obtained by superimposing the source data onto regional boundaries. In these cases, the regional value is either the sum or a weighted average of the values observed in the source data within the (approximated) area delimited by the regional boundaries. Because international standards for official statistics on environmental conditions in regions and cities do not exist, this method has been applied to estimate air pollution (population-weighted average of PM2.5 levels) in metropolitan areas, TL3 and TL2 regions.
            

            The second method makes use of GIS tools to adjust or downscale data, available only for larger geographic areas, to regularly spaced “grids” by using additional data inputs that capture how the relevant phenomenon is distributed across space. With this method, GDP, employment and unemployment have been estimated in...
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