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Abstract

The aim of this study is to analyze the behaviour of governments at sub national levels and their influence on economic activity. Two aspects of public sector intervention in the economies of Spain’s Regions have been studied: on one hand, the dimension of its public administration, its role in the distribution of public property and merit goods and the financing instruments used for such. Secondly, regulation of economic activities carried out by the Regions; in other words, the design of self-regulatory systems within the frameworks of the EU and Spain. 

In this paper we made an Economic Freedom Index on Spain’s Regions. The international indexes of economic freedom have become very useful tools for the study of comparative economic policies since they allow analyzing correlations between regulatory framework and growth rates. A few indexes of economic freedom applied to different regions at sub national level has been made but has not been done -so far- a study of its kind in Europe. One of the basic requirements for this type of indexes is that the regions have a high degree of autonomy in the field of economic policy. This is the case in Spain, where the autonomous regions have significant fiscal and regulatory powers.

**

I. Introduction

In this paper, two aspects of public sector intervention in the economies of Spain’s Regions have been studied: on one hand, the dimension of its public administration, its role in the distribution of public property and merit goods and the financing instruments used for such. Secondly, regulation of economic activities carried out by the Regions; in other words, the design of self-regulatory systems within the frameworks of the EU and Spain. 

The evolution of the economy is conditioned by several institutional factors. In Spain, over the past three decades, there have been major changes, which make the framework in which the economic policy is developed is very different today than it was in the past. One of the most significant changes has undoubtedly been the decentralization of economic policy as a result of the so-called State of Autonomies.

The Autonomous Regions assumption of power has been very fast, especially in regard to public spending. In fact, the structure of the Spanish public expenditure is unusual, because the percentage of public expenditure which controls the central administration is smaller than that of other long-standing federal tradition, such as the United States or Germany. And because the level of local government spending is relatively low in Spain, it is essential that the weight of public spending lies with the Regions. 

The result of this major economic decentralization process is complex, with positive and negative aspects. Among the negatives, there is strong growth in public sector and greater self-involvement of governments in regulating the economy, which has led to both employers and economists talk of a serious danger of breaking the unity of the market.

But we must also draw attention to positive aspects of decentralization. And note that not all measures of Autonomies break the unity of the market. One of the things we learned in Spain in recent years is that tax competition between regional governments function. And this is very positive, not only for those designing strategies to encourage their citizens but also for residents in other regions, whose self-government had never applied such measures by themselves.

Much less has been said, so far, of competition regulation, but is an issue that will increasingly gain importance with time. We think in the situation where we are, it would be more determined in the manner of raising these issues regulatory competition in economies like the U.S. or the European Union. To cite a few examples: Will break unit market that an autonomous region established a minimum wage higher or lower than another? Break the U.S. market that the State of Delaware has a company law and courts, which make many large companies, are benefiting from these institutions? Or, is it bad that many German companies are now addressed in London because of the flexibility of company law in UK compared to Germany? The key is that regulations in Madrid, Valencia and Barcelona are different, but that is given to the economic freedom to choose among alternative models. The problem of the unit market arises when governments attempt to prevent competition, not when institutions designed to promote economic activity in a context of free mobility of economic agents.

This analysis must be based on two basic principles:

· The values and incentives which govern the behaviour of politicians in power are the same in the national government and central administration as those of the Regions. 

· The constraints within which each works have many points in common; but also present significant differences due to the institutional framework within which each operates. 

If we start from the principle that the politician’s objective lies in the public interest, it is often surprising to see the gulf between the application of certain economic policies and their less than favourable effects on the welfare of the majority of citizens. There are two principal theories which attempt to explain these apparently senseless situations. The first focuses on the existence of interest groups which, through the State, attempt to obtain benefits at the expense of the rest of the taxpayers. According to this explanation, the objective of public expenditure and regulation isn’t so much the “common good” but rather the transfer of funds in favour of determined groups of people and prioritising the defence of the interests of those who have sufficient power to swing government decisions in their favour. The second, conversely, begins with the idea that those in government believe incorrectly – though in good faith – that they are perfectly informed and capable of managing the country’s economy. In the first of these interpretations we find diverse schools of economics, especially those of the theory of Public Choice and those which centre on the study of interest groups. The second is perfectly represented by Hayek’s theory of “fatal conceit”.

These interpretations of economic policy are not, however, exclusive. State interventionism reaches a great number of activities in economic life and the final, undeclared motivations behind the diverse regulations can be very different. In any case policies will be presented to public opinion as measures designed to reach the common good. Nevertheless, in some the appeal to the common good will serve to cover up individual interests, while in other cases they will be applied with a sincere intention to improve the welfare of the population as a whole, regardless of the end result or the undesired effects of the measure.
In modern economies a complex plot of individual interests has developed in which consumers and companies try to achieve the greatest profits possible, often at the cost of other social groups. This is certainly nothing new. There have always been vested interests and pressure groups. It is sufficient to read, for example, just a few pages of Adam Smith to see that such behaviours were commonplace more than 200 years ago; and one could go even further back in history. What has changed in our century is the institutional framework in which these interest groups act. The growth of the public sector and regulation of economic activity have meant, in effect, that State control is now the most effective formula to achieve the individual aims sought. 

This use of the State to achieve individual interests has been facilitated by the popularisation of the idea that the public sector should act every time a particular group – albeit companies on the brink of bankruptcy, farmers in trouble or the unemployed – thinks it needs help to resolve its economic problems. At its core, it means a belief in a last resort for the solution of difficulties and in a benefactor State which has an obligation to come to the aid of these groups, even though this means increasing the tax burden on the rest of the population. For example, this is how one would defend the creation of an excise duty in a given sector with the argument that it is necessary that the State guarantees the jobs and the investment in this sector. Or you could limit access to a profession by fixing a “numerus clausus” for membership or requiring specific studies which really are unnecessary, claiming the State has to “defend” the consumer. 

Stigler’s studies into the development of regulation in the North American economy are illustrative of this point. As we know, the weight of the public sector in the USA is less than in EU countries. But, despite this, in the two decades following World War II, America witnessed a significant growth in State regulation which the actions between 1980 and 1990 could barely correct. The traditional explanation for this phenomenon has been that the regulation developed as a consequence of mounting public pressure against the interests of businessmen who – it is said – had opposed all regulation in and defended the free market. On the other hand, Stigler’s theory leads us to quite a different explanation. According to Stigler, businessmen, far from being defenders of the free market, had asserted their interests to the government and ended up getting more regulations more favourable to their own interests than those of consumers or taxpayers.

But if these measures favour specific interest groups, the cost for the economy of a country as a whole could be very high. The profits earned by companies through a process of rent seeking are not as a consequence of more efficient production, technological innovation or creation of new products. Instead, what they have is a redistribution of the income achieved thanks to an inefficient distortion in the market. Society gains from the increased efficiency of its companies and these benefits extend, in which case, to the whole national economy. However, when business profits are achieved thanks to State regulation, Society not only doesn’t gain anything but can suffer losses as a consequence of a less efficient and competitive economy. 

One of the characteristics of advanced modern societies is the generalisation of rent seeking behaviour. The upshot of this is that we all benefit at the expense of our compatriots and, at the same time, we have to pay for the profits which others receive at our expense. If we obtained profits equivalent to the losses suffered by the transfer of revenues which we inflict on the rest of society, we would find ourselves in a situation in which the distribution of revenue would not be altered, rather society as a whole would experience a loss of wellbeing because of the loss of efficiency which the redistribution process would provoke. What happens, however, is that not all groups achieve the same results from their pressures on the State and, so some are net beneficiaries of the State’s action while others are net losers? 

In the real world not all groups have the same incentives to pressure neither the State nor the same probability of success in their actions to achieve favourable legislation. Mancur Olson studied the behaviour of interest groups and showed that a common objective did not necessarily imply a collective action to achieve that goal. A given individual will only sign up for the action if she has a personal incentive to do so; or if, in some way, she is obliged to join in with others. The groups, for their part, are by nature diverse and small groups especially differ from large ones in significant aspects resulting in different strategies and results in their rent seeking activities. The paradoxical conclusion of Olsen’s studies is that, for these reasons, small groups are more efficient than large groups and have more possibility of success in their rent seeking strategies. 

The reason is that while the individual motivation of each person who forms a group of producers is strong enough that each will cooperate and dedicate resources to the collective action, the losses which each individual consumer suffers are sufficiently small that it is hardly worth anyone fighting the regulations which harm them. Furthermore, the transaction costs involved in creating a pressure group among the producers will always be much lower than forming a consumer group. Therefore it is highly probable that the interests of a relatively small group of people will end up prevailing over those of the majority of society. 

In summary, the triumph of a given option of economic policy does not usually depend on the number of people who benefit but rather on the organisation and force which a given group can exert. And among the groups whose actions seem doomed to fail we find such large groups as the aforementioned consumers and taxpayers who, despite being the majority of the population, are often used to seeing their interests forgotten while individual interests triumph at their cost. 

The problem of the State being controlled by interest groups reinforces the need to study the ways by which people in government come to power and the criteria which regulate their behaviour. The starting point necessarily has to be the fact that markets cannot adequately distribute a series of funds, not a large series, but of very great importance: public funds. To decide on the provision of these funds and their financing it is necessary to turn to collective decision making processes which allow us to arrive at a global decision based on the individual preferences of each citizen. 

A key point in the economic analysis of politics is the abandonment of what came to be known as the interpretation of governments as “benevolent despots”. In other words, politicians just like everyone else have their own useful functions and pursue their own objectives. The most important of these tends to be staying in power which means that the person in government will be very aware of how her current economic management will affect her political future. It is common, for example, for politicians to increase public spending or pensions before an election and adopt a more restrictive policy after having won and having several years ahead before passing again through the polls. This usually occurs whether the given policy of expansion or contraction benefits the country or not. In the first instance, the objective of a politician is re-election; ensuring the economy works well with a view to following elections is secondary. Thus, although the politician is pursuing her own interests, she must give the voters what they want at times and ensure a certain level of welfare to ensure her re-election.   

If we accept this alternative vision of political activity, it is not difficult to realise that this is closely related to the theory of interest groups explained above. Politicians will give more or less importance to a given group based on what the group can do for her – or what harm the group could do her – regarding her own political plan. This way of understanding political activity sheds new light on the study of some of the most important problems currently facing the public sector: excessive growth in public spending and the great difficulties which exist to slow it down on the one hand, and public deficit on the other. If public spending grows as a result of a policy of favours bestowed by politicians as a means to hold on to power, according to the relative power of each of the social groups, it must be expected that it will be very difficult to slow down the trend of growth in public spending. For the politician, spending less would mean offering greater resistance to the pressure of these groups who, in turn, would shift to supporting other politicians in defence of their interests. Furthermore, struggling with the deficit would either mean reducing spending with the aforementioned results or increasing the tax burden. For this reason, this measure always tends to be unpopular and a vote loser. The trend towards public deficit which has characterised the fiscal policies of modern governments for a long time is not, therefore, surprising. Neither are the difficulties which always arise when one opts for a sustainable policy of a balanced budget.   
While the politician’s useful functions are the same in any sphere, the constraints on achieving the desired results may, however, be different. This leads to different behaviours. Therefore it is necessary to analyse whether the subject of our study – politicians and public administration in Spain’s Autonomous Regions – find themselves with particular institutional constraints which allow us to explain their specific behaviour. For example, it is common in Spain to assert that in many Autonomous Regions the politicians are further removed from the basic principles and orthodoxies of economics and finance than their national counterparts. One hears complaints regarding the deficits of certain Regions, their excess of regulations about certain matters or the creation of numerous public companies at times when the State is closing or privatising many of those which it had previously controlled. If this is true, and there is no reason to believe that the preferences should change because one is leading central or regional administration, there must be specific characteristics which explain the differences. 

Certainly, there exist arguments which could explain this greater trend towards regulation and intervention in the public sector economy, frequent in some regional governments, in so far as spending, public income, and regulation. The first of these questions must be seen from the point of view of the politician in government as a rational agent who is trying to stay in power, to which end she analyses the electoral benefits and costs of each of her decisions. Policies concerning greater spending – offering new services, beginning works or creation of public jobs – have generally favourable electoral effects for the politician who caries them out. However, tax raising policies to raise the money needed to pay for this spending usually have electoral costs. In other words, the voter has a certain myopia when supporting spending but rejecting the taxation policies necessary to carry them out. In Autonomous Regions this myopia is accentuated for at least two reasons. Firstly, given the division of functions between the central government and the regional governments, the latter have the greater power of spending on social services (education and health especially). This means that a spending increase will have greater positive electoral effects for the party which governs in an Autonomous Region than for the national governing party. Therefore, the incentives to increase spending will be higher in Regions. 

The second reason is found in the peculiar financing structure of the Spanish Autonomous Regions. The fact that participation in state income constitutes a fundamental element in the financing of regional governments exacerbates the electorate’s myopia. The regional government spends but the electoral costs are mainly borne by the national government. In some taxes – VAT, for example – the State has total responsibility. In others – income tax, for example – the regional governments have a certain capacity to increase – or decrease – their revenue through increases or decreases in the tax rate. But in the vast majority of cases this power is applied to offer deductions to the voter. It is not surprising that the strategy of politicians in power in the Autonomous Regions consists more in trying to increase the level of participation in State taxes than in developing their own funds or elevating the fiscal pressure on those State taxes in which they have the power to modify the tax rate. 
In so far as regulation is concerned, there are various arguments which incite the regional politician to legislate on a large number of issues and attempt to control the economy to an even greater extent than the central power. To a certain extent, this is an affirmation of power in a still relatively new system. Many politicians seem to think that their Autonomous Regions would have less importance than its neighbour if they accept national legislation in certain fields rather than having their own laws. In many cases, the means has more relevance than the end: it’s not so much about finding a different purpose but rather seeking the same objective but with local legislation. One could cite several examples; but to mention just one; consider the local laws concerning professional unions which are very similar to each other indeed – and all of them similar to the State law – but they are considered to be advances in self-governing of the corresponding region. 

In other cases, however, the legislation is the result of specific objectives designed to support determined social and economic groups. In which cases, the greater proximity of the group to the seat of power afforded by the Autonomous Regions augments the benefits to the legislating politician because the identification of the law and its beneficiaries is clearer and – for the same reason – the opposite strategy will increase the costs for the politician who resists such pressures. For example, small local businesses in certain regions have more influence on their regional government than the ensemble of small businesses in the country has over the central government.     

There is, however, an argument which could influence the regional politician to not cede to this type of pressure. The electorate should have more information about his regional government compared with what he knows about the central government, which is necessarily more distant in the physical sense as well as in so far as the increased costs which it would mean to the voter to obtain information pertinent to the policies of a given government. But there is an important factor which acts against the voter – and in favour of the politician – regarding the question of information: some regional governments – with a generally high level of interventionism – have tight control over the communications media of the region. Not only do the regional TV channels usually depend directly on the regional government but; in some Regions the control of the press is clearly superior to that which the national government could possibly have over the national press which explains the apparently surprising fact that, to inform themselves about regional or local news, residents of some Regions prefer to look for news in other media outside the region. 

In summary, observation of the reality seems to indicate that the factor of proximity is more relevant is so far as the ability to influence is concerned than empowering for the politician because of improved information due to being closer to the voter. The regional politician’s strategy towards a more intensive level of regulation is, therefore, reinforced. 

 II. Methodology and Sources

PRELIMINARY COMMENT

The sources used for this study are detailed in the appendix at the end of this text. However, it is useful to highlight here some methodological aspects of particular relevance:  

In relation to the information taken into account in the elaboration of the variables, it is necessary to highlight that the work was carried out using publicly available official data up to date as far as 2006. 

In constructing the indicators all the variables carry the same weight. There are different techniques to create indicators, in some cases affording more importance to some variables than others and others giving the same weighting to all. In this study, in the interests of limiting the subjectivity of the investigative team to the greatest possible extent, no weighting has been included in creating the index.

II.1 THE SPANISH REGIONAL ECONOMIC FREEDOM INDEX: 
REGULATION INDEX AND PUBLIC SECTOR DIMENSION INDEX

In this paper two aspects of public intervention in Regions have been studied: 

· Regulation of economic activities

· The public administration dimension in Regions, their role in distribution of funds and services and its financing. 

In creating the Economic Freedom Index (EFI) two partial indices have been combined which correspond to the two fields previously mentioned: The Regulation Index (RI) and the Public Sector Dimension Index (PSDI). 

The EFI is calculated as the average of the values obtained for both partial indicators: 

EFI = (RIi + PSDIi)/2

Where i represents each of the Regions with a common regime i (i = 1,2,…,15) .

The reason for excluding Navarra and the Basque Country from consideration – as has been explained previously – stems from problems of data which complicate the calculation in the PSDI for these special Regions. 

The indicators for regulation and for the public sector dimension take values between 0 and 1.  Nearer indicator to 1, lower level of economic freedom. 

II.2 INDEX OF REGIONAL REGULATION

For the study of the different regulations of the Regions, sectors were chosen in which two circumstances were simultaneously present: firstly, that the Regions had a regulatory power; and moreover had used that power in practice and; secondly that the regulatory differences were sufficiently significant that economic agents – businesses and consumers – were affected in some relevant way by them.
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In the majority of the sectors analysed there is already basic national legislation which acts a general framework and provides space for the development of regional regulation which, in many cases, took the form of ordinances. Autonomous Regions differ significantly in some ways but not in others, although their powers allow for different regulations. The trend seems to be, however, towards a greater diversity in the content of many regulations which makes it reasonable to predict that analysis of this kind will pay dividends and become even more relevant with the passing of time. 

Indicators and Variables

Starting with a series of indicators, the Regulation Index was created. The RI represents the extent of regulatory activity of each Autonomous administration. This index includes six sectors: commerce, education, environment, mobility, health and housing. 

The indicators were constructed based on a series of variables which gather together different aspects of regulation in each sector. The indicators may have one or more variables. 

Two types of variable were considered for the creation of the indicators:

· Result variables: these variables try to address differences through outputs which autonomous regulations provoke in the different sectors, in other words data which reflects the application of given norms. 

· Variables of direct regulation: these variables try to pick up on the differences in the regulation, identifying distinguishing features of the autonomous norms. 

In all cases the results have been standardized in values from 0 (indicating the greatest level of economic freedom) to 1 (indicating the lowest level of economic freedom). In general, the standardization formula used was as follows:

Value I - Vmin

Vunstandardized=
----------------



Vmax- Vmin


There are variations on this formula depending on the indicator involved since some variables indicate that the higher the value the lower the economic freedom while others indicate the opposite. In the latter case the standardization formula is inverted. 

Once the variables are calculated the indicators are obtained. This is done – as has already been explained – without any weighting and according to the number of variables which the indicator includes. Finally, if the indicator has more than one type of variable, firstly the average of each type of variable is taken. Then the average of the results variable and the variables of direct regulation are taken.

Finally, the regulation index is the mean of the indicators in each sector. A high RI means high regulation by the public sector in the region. 

COMMERCE INDICATOR

When the administrative barriers to developing a business are high in terms of cost and time, part of the economic activity retracts or prefers to remain in the black. 

Notwithstanding the State’s powers in the general running of the economy, Autonomous Regions have total power regarding commerce. In practice, this distribution of powers means that the State passes a general law leaving plenty of room to the Autonomous Regions to legislate as well as the power to modify the application of the legislation (a distribution of powers which is also common in other sectors). The Autonomous Regions carry out their regulatory activity using the usual instruments (laws and regulations). An example of which are the commercial equipment plans, real tools for economic planning which try to match supply with estimated demand, determining the commercial offer which might arise in the future. 

In the commercial sector, the following are studied: the freedom to open commercial establishments (two elements are distinguished according to the size of the establishment, large or medium); the freedom to establish a “discount retailer” business; the specific licence requirements for commercial establishments; the freedom of opening times for commercial establishments and Sunday/Bank holiday opening; and the taxes on commercial establishments. 

The variables included are:

Large establishment: an establishment with a surface area which qualifies it at “large” related to the number of inhabitants, and which is, therefore, subject to special legislation (whose principal element is the existence of an additional licence).

In the majority of the Autonomous Region’s definitions of large commercial establishments - leaving aside establishments dedicated to special sales or other peculiarities – we find that there is a common criteria for awarding this qualification to establishments dedicated to commerce: surface area of the shop-floor and the population of the municipality – taking as a starting point the number of inhabitants, a useful surface area is determined to be considered a large commercial establishment. In this way each Autonomous Region counts on different references of population and surface areas. 

Medium Establishment: A surface area which qualifies an establishment as “medium” in relation to the number of inhabitants. 

Only five Autonomous Regions (Asturias, Castilla y Leon, Catalonia, Madrid and Navarra) define the term “medium” commercial establishment. These definitions of medium commercial establishments are associated with an increase in the requirements for their opening. 

“Discount retailer”: requirement of an specific licence to open a discount retail establishment.

The discount retailer is characterised by a model of self-service distribution at low prices and with a reduced selection; its management is highlighted by strict control of costs and low margins. 

For these discount retail businesses some Autonomous Regions establish a series of characteristics which, when they occur, bring about the obligation to fulfil a series of requirements for their implementation as well as their enlargement or moving. Specifically, the Regions with these regulations are: Andalusia, Asturias, Canary Islands, Cantabria, Castilla y Leon, Madrid and Murcia. 

Specific Licence: Process for obtaining a specific commercial licence. 

All the Autonomous Regions make the opening of large commercial establishments conditional on the awarding of the corresponding commercial licence. This is specified by the relevant governing body for commercial matters. This requirement on occasion extends to discount retailers, as well as other establishments. While at first glance, the documentation accompanying the licence application might seem to be simply an administrative step, in reality there are Regions which demand burdensome documents from the applicant. In calculating this variable, a value has been placed on the steps needed to obtain these licences.

Opening hours: the number of Sundays and Bank Holidays open by Autonomous Region. 

Although the majority of Autonomous Regions fix the same number of exceptional opening days (Bank Holidays) for large and medium commercial establishments, there are some which have increased the number of possible exceptional opening days. 

Taxes: Existence and quantity of the taxes on specific commercial licences. 

In the majority of the Autonomous Regions taxes are levied on the provision, processing and decision about the licence concerning the implementation, modification of activity, or enlargement of commercial establishments. There are basically two mechanisms to establish the cost of the licence: i) a fixed amount; ii) a variable amount based on the square-footage of useful floor space for exposition and sale to the public. Depending on which mechanism is applied, the quantities to be paid for licences can be very different. 

EDUCATION INDICATOR

The weight of private education or “Charter Schools” is different in each of the Autonomous Regions and this is due, in part, to their own tradition and in part to legislation. In this way, less regulatory activity means a greater presence of private initiatives and, at the other extreme, the public ownership of educational centres implies a greater public sector intervention in the education system.

For this indicator, four result variables and one direct variable have been elaborated:

Centre costs: transfers to Charter schools / total education costs

This is calculated based on the total transferred by the government of the Autonomous Region to private education centres (Charter schools) in 2006, divided by the total spending on education in the same year. Contrary to what you might expect, a larger volume of transfer of public funds to the private sector reflects that, by the Autonomous Regions guaranteeing free education for all the obligatory levels, the State which transfers more funds to private schools, leaves a larger part of education in the hands of the private sector. 

Student costs:  transfers Charter Schools / Students Charter Schools

Along the same lines as the previous variable, except that the denominator is taken as the number of students who study in those private schools which receive these transfers, which equates to a ratio of transfer per student in private schools. 

Students in public schools / total number of students

The number of students in all age groups who study in public schools in relation to the total number of students. 

Flow of public school students: (public school students 2001 / total students 2001) / (public school students 2006 / total students 2006)

The same variable as before but examined as flow between 2001 and 2006
. 2001 was chosen as the start of the period analysed because it was in this year that the transfer of powers to the Autonomous Regions finished. 

Teacher: ratio of teacher to educational unit in Charter Schools

This variable considers the allocation which the Autonomous Region makes to the financing of a post in a Charter School. 

ENVIRONMENTAL INDICATOR

In this sector, we attempt to quantify the legislative activity of the Autonomous Regions and their regulatory differences with regard to their frequency in the creation of companies, industry implementation and economic activity in general.  The difference in the regulation and environmental protection between regions can influence the decision about whether to open a new factory or plant. Therefore, this analysis of environmental regulation concentrates on the evaluation ordinances focused on avoiding contamination, basically, evaluation norms with an environmental impact. Correspondingly we leave aside environmental regulations concerned with the protection of natural resources, such as, for example, those which concern the use of water, land, flora or natural spaces amongst others. 

Two variables are incorporated, both direct regulation:

Environmental Legislation: number of environmental norms by sector per Autonomous Region. 

The volume of environmental legislation (all types of norms, laws, resolutions, decrees etc) in force in each Autonomous Region divided into nine sectors: waste, noise pollution, environmental control, water contamination, environment and economic development, the energy sector and, zoning. 

Environmental Policy Instruments: Indicators of environmental regulation of the Autonomous Regions.

In order to establish a point of comparison in the treatment of the environmental question in the different Autonomous Regions the instruments of environmental policy have been studied to ascertain their level of presence in different Autonomous regulations; and a quantitative analysis which identifies the level of regulatory implantation of the environmental policy instruments in Autonomous legislation was carried out. The instruments analysed were: establishing levels of contamination; classification of activities and installations; regulation about the use of technology; and sanctions. To begin with, the regulations applicable to each Autonomous Region were identified; for this purpose the web sites of the Ministry of the Environment, Countryside and the Sea, as well as the different Autonomous Regions were used. (See sources in Appendix).  

MOBILITY INDICATOR

The inclusion, or not, of an indicator based on mobility and migration of workers has been the subject of debate in the United States. In the Pacific Institute study US Economic Freedom Index, these indicators play an important role in the argument that the movement of persons towards certain States reflects the fact that they offer better opportunities which exist as a result of greater freedom which exist there. However, this idea has been criticised. In the Fraser Institute studies, the economic freedom is only one of the factors which determines migration, which is also motivated by natural factors (such as climate), economic (such as natural resources) o institutional (such as services offered by the welfare state). For this reason, mobility is used but only as one of the 12 indicators which make up the Index.

Through this indicator we have tried to explore the mobility between regions as an effect of the dynamism of the work market and private sector opportunities. We have tried to capture the movements of persons and/or workers both at the level of internal migration of Spaniards or foreigners, as well as variables which show to where the foreign immigration goes once they arrive in our country, to corroborate the tendency about which regions are most attractive when integrating or progressing in the workplace.

5 result variables have been included:

Internal Migration: internal migration / total population

Compiles the number of persons who emigrate to the each Autonomous Region compared with the total population of the Autonomous Region.

Internal Migration Flow: Internal Migration 2001 – 2006 / Total population 2001

The same as the previous variable but taking into account the flow of migration which enter into each Autonomous Region compared with the population of each Autonomous Region since 2001 to 2006. 

Migration by age: migration between 16 and 64 years old / total population

In this case age is included as a factor to try and capture the migration because of the job market. 

Immigration: Foreign immigration / total population

In this variable foreign immigration to an Autonomous Region is measured compared to the total population of each Autonomous Region. 

Immigration Flow: foreign immigration 2001-2006 / total population 2001

HEALTH INDICATOR

In Health the regulatory activity in the public sector is reflected in the weight which the public offer has in the whole of the region, in regulating the entry to private activity as well as in regulating sanitary activities which have a commercial dimension: pharmacies and opticians. 

Therefore, we analyse the public sector presence through the regulation of setting up health centres; regulation of sanitary activities with a commercial end (pharmacies and opticians) and of the number of private beds in each region. Within the health sector regulation the legislation of the pharmacy and optician sector has been analysed since, in these two sectors relevant differences between the Autonomous Regions have been found which has allowed us to compare the level of regulation in these activities.

Six variables have been included, two result regulation and four of direct regulation.  

Beds: Number of public beds / total number of beds

Bed flow: (public beds 2001 / total 2001) / (public beds 2006 / total 2006)

Health Centre Establishment: Number of administrative procedures in the establishment licence application

This is a direct regulation variable which tries to illustrate the level of difficulty of each Autonomous legal ordinance to obtain a licence to open a Health Centre. 

Health Centre Running: Number of administrative procedures in the operational licence application process

This is a direct regulation variable which tries to illustrate the level of difficulty of each Autonomous legal ordinance to obtain a licence to run a Health Centre. 

Opticians: Technical requirements to open an Optician’s

This is a direct regulation variable which tries to illustrate the level of technical requirement to obtain a licence to open an Optician’s.

Pharmacies: Minimum number of inhabitants to open a pharmacy

This is a direct regulation variable which tries to illustrate the level of difficulty which exists in each Autonomous Region to open a pharmacy.

HOUSING INDICATOR

The real estate sector constitutes a fundamental element in the Spanish economy, and the Autonomous Regions have well-recognised, wide ranging powers in this area which have produced important differences in the regulation in this sector.

One result variable has been included in this indicator which gives an approximate idea of the level of intervention in this sector, showing the proportional division of the market between protected housing (more intervention) and free housing.

By “Principal Residence” we mean any site structurally separate and independent which, because of the way they were built, reconstructed, transformed or adapted, was conceived for the purpose of being inhabited by people or not, and constitutes the habitual residence of a person at the time of the census.

Free Housing:

New protected housing 2006 / (New free housing 2006 – new non-principal residences 2006 + new protected housing)

II.3. PUBLIC SECTOR DIMENSION INDEX

This index reflects the weight of the public sector in each of the Common Regime Autonomous Regions. Different indicators are used all of which commonly used in studies of this kind.

In a comparative analysis of the public sector in the Spanish Autonomous Regions we have to start from the peculiar structure of the financing and spending which the public sector realises in our country. As is well known, it is a quasi-federal structure, in which the Autonomous Regions today are responsible for more than 50% of public spending (excluding social security). With the added peculiarity that two Regions – Navarra and the Basque Country – have a system based on direct control of income and payment by quota as a means of contributing to the financing of the State’s spending. For this reason they have not been included in this edition of the index. The Autonomous Regions are partially financed by their participation in certain of the State taxes, in which they may or may not have lawmaking powers; partially through funds granted by the State in which they have wide regulatory powers; and they may also have other incomes currently of lesser importance. 

This index attempts to weigh the relative importance of the public sector activity in the Autonomous Regions considering six indicators: 

1. Public Spending

2. Fiscal effort

3. Public debt

4. Public Sector Employees

5. Taxes

6. Transfers and Subsidies

Each of these indicators is calculated according to the following formula:
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where Vij represents the value of the variable j (j = 1,2,…..6) for the Common Regime Autonomous Regions i (i = 1,2,…….15). The overall index of the Public Sector Dimension which synthesises the behaviour of each one of the partial indicators has been calculated according to the following formula: 
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In this way, obtaining an elevated value in the PSDI is associated with a high presence of the public sector in the economic activity of the region. 

INDICATORS

1. Public Spending

The ratio of Public Spending / GDP has a clear limitation when measuring the public sector dimension since there are certain costs whose nature is not clear, such as for example, costs of public companies. For statistical purposes, nevertheless, the EU has established a series of criteria to determine the imputation or not of the public sector in each type of cost. In this study we have used those data incorporated in the Regional Accounts of the National Institute of Statistics. 

2. Fiscal Effort

This indicator concerns measuring the cost which financing public spending has for the taxpayer. In this study the Frank index which is defined as the coefficient between the percentage which the public income  means compared with GDP and the income per capita, which are used as a proxy for the ability to pay.

Much as been argued about the convenience of using fiscal pressure or effort as the most appropriate indicator for this purpose. The difference between them lies in the fact that while the first is calculated as a ratio between the total of the taxes paid and the income of the Region, the second takes into consideration the levels of income per capita of the taxpayers, from this hypothesis that a determined level of fiscal pressure means a greater loss of utility for the taxpayer the lower his income level is. Therefore, if the fiscal pressure were the same, for example, in Catalonia and Extremadura, the fiscal effort supported by the taxpayers in the later would be higher since the income per capita is lower than in Catalonia. 

3. Public Debt

The level of debt in terms of GDP constitutes another of the variables commonly used to analyse the behaviour of the public sector.  This indicator reflects the financial solvency of a determined Autonomous Region. The ration of public debt/GDP was also one of the criteria established by the Maastricht Treaty for access to the final phase of the European Economic and Monetary Union. 

The effects of higher debt of a country are reflected in the risk indexes established by international ratings agencies. In the case of the Spanish Autonomous Regions, there are not - for the moment – significant differences since the international credit institutions concentrate on the countries risk index not one of its regions. But although a higher level of debt does not signify, for the moment, an increase in the cost of credit, could have as a consequence more to increase the current cost or carry out investments in the future; o will demand an increase in the fiscal pressure since the debt means postponing payment of contractual obligations. 

4. Public Sector Employees

This variable measures the weight that the public sector has in the job market of each Autonomous Region. An Autonomous Region with a very high ratio reflects an economy highly dependant on the public sector and a relatively low dependency on the private sector. 

The variable is also indicative of the economic dynamism of an Autonomous Region and of the job opportunities which it offers to its inhabitants.

In this report, the variable has been calculated taking into consideration only those persons who work for the Autonomous Region without considering local or national civil servants.

5. Taxes
 

The Autonomous Regions have different levels of power in the regulation of the taxes with which it finances itself. In this section we analyse the regulatory activity of the Autonomous Region in the following taxes:

a) Income Tax

Autonomous Regions can act in two aspects of this tax:

· Interest Rate

In the framework of the powers of the Autonomous Regions they can increase or decrease the tariff of this tax bracket. After the failure in the attempt to increase the interest rate by the Region of Madrid in its first government, no Region has opted to increase interest rates. And until the reform introduced in the Region of Madrid in its 2007 budget, none had proposed lowering it either. 

· Deductions

The Autonomous Regions have shown themselves to be much more active in the introduction of deductions in the quota in relation to determined characteristics, acts or activities of the taxpayer (handicapped, child birth, renting housing etc)


b) Capital Gains Tax

Although the Autonomous Regions receive all of the money collected by this tax in its territory and have wide regulatory powers, the changes which have been introduced are very limited to date, being concentrating in small modifications in the minimum exemptions. Its abolition is anticipated in 2008.  

c) Inheritance Tax

Without doubt this is the tax in which moist differences exist between the Autonomous Regions. For some time the regional tax offices have been offering advantages to their residents. But currently some of the Regions are introducing very important reforms in this tax which reach – in the case of Valencia and Madrid – a reduction in the quota of 99% for groups I and II – with certain limitations in the case of donations in Valencia – which in practice means a withdrawal of the tax for the vast majority who receive inherited wealth for free. Thus this tax constitutes a significant differentiation criterion for the fiscal policy of some Autonomous Regions. 

d) Property Transfer Tax and Stamp Duty
The Regions also have the power to regulate this tax. In the case of transfer of property, the difference in the rate applied is small in general. But there are differences in the tax which is paid in determined operations – for example, in the acquisition of a building -, as much as a function of the nature of the property, as the personal circumstances of the taxpayer. In the case of taxes on documented legal acts, most Regions raised the traditional 0.5% to 1%; and in some cases even higher. But there are no great differences in the tax.
6. Transfers and Subsidies

This indicator measures the level to which Autonomous governments transfer income and resources to companies and families. It is used to determine the quantitative importance of the transfers and subsidies in terms of GDP. An elevated ratio signifies a higher level of intervention in the economy.

III. INDEXES

III1. Index on Regulation
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III2. Index on Public Sector
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III.3 ECONOMIC FREEDOM INDEX
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IV. AUTONOMOUS REGIONS
ANDALUSIA

INDEXES

ECONOMIC FREEDOM

Position 14 of 15

REGULATION

Position 14 of 17

PUBLIC SECTOR DIMENSION

Position 14 of 15

BASIC DATA

Inhabitants: 7,989,013

Total surface area: 87,598 km2

GDP: 136,472 million €

Real GDP growth: 3.9%

GDP per capita: 17,401 €

Activity rate: 55.3%

Unemployment rate: 12.76%

GDP/Job: 44,697 €

Inflation rate: 3,5%

ECONOMIC FREEDOM

Andalusia is situated in penultimate position in the index of economic freedom which suggests a very high level of public sector intervention in the economic activity of the region. This is due to high levels in both the partial indexes both in the public sector dimension and regulation. The value obtained by in the EFI
 is much higher than the average of the Autonomous Regions. 

REGULATION

Andalusia is in 14th place in the classification of the Autonomous Regions according to the regulation index with a value of 0,508. This suggests a high degree of regulatory activity of the public sector in the economy of this region. The indicators which show the greatest regulatory activity are mobility, education, health and environment; in so far as the scores obtained in housing and commerce are closer to the average.      

Commerce

The Commerce indicator for Andalusia shows a value of 0.330 which implies a medium-high value in this category and the 13th highest position among the 17 Autonomous Regions. Analysing the variables which compose this indicator, Andalusia shows high scores in licences, Discount retailers, and taxes; while the results achieved for large establishments and medium establishments indicate a medium-low regulation. 

Education

The education indicator for Andalusia reaches a value of 0.870, the highest of all the Autonomous Regions, suggesting high regulation in this sector of activity. By variables, Andalusia shows high levels in the majority of the result variables with the exception of the variable which compiles the proportion of students in its version of flow over five years, where it’s even situated below the average. This would indicate that the public sector intervention has accentuated in recent years. Concerning the ratio of “teacher per education unit in Charter schools”, together with Cantabria, Andalusia has the highest score which seems to indicate that there is less budgetary allocation for Charter centres than in other Autonomous Regions. 

Environment

Andalusia’s environment indicator suggests high levels of regulation getting a score of 0.474 and occupying the 15th place in the ranking of this category amongst the Autonomous Regions. By sub-categories, Andalusia shows the second highest score in environmental laws (suggesting a large number of such laws) and also the second highest in legal instruments (suggesting a high level of implementation of environmental policy instruments in the regulations).

Mobility

The mobility indicator for Andalusia is 0.485 putting it in 13th place among the Autonomous Regions. Examining the various variables which make up this indicator, Andalusia shows relatively high scores in “internal migration” and “migration by age” in 2006 which indicates that, above all in recent years, this region has lost some weight as a destination for those who move from one Region to another. In relation to external immigration, Andalusia shows somewhat lower levels, which suggests that it attracts a higher proportion of foreigners who want to establish themselves in Spain rather than Spanish nationals who move within the Spanish territory. 

Health

Andalusia has a Health indicator value of 0.485 putting it in 4th position which suggests little regulation in this area. By variables, Andalusia is positioned in the average of both. Regarding result variables, we see that over the last few years the public sector dimension has increased in health services since the ration of “public beds / total beds” is lower if we take the 5 year period than if we look at the last year. In direct variables, the Autonomous regulation in Andalusia is not the most demanding regarding the setting up or running of Health centres or setting up pharmacies or Optician’s.  

Housing

Andalusia’s housing indicator shows a value of 0.114 which puts it in 7th place. This shows a moderate proportion of protected housing compared with the housing built in Andalusia and suggests a low level of regulation in this area. 

PUBLIC SECTOR DIMENSION

The Public Sector Dimension Index in Andalusia reaches 0.651 signalling a high level of public sector intervention in the economic activity of this Autonomous Region and situating it in penultimate position in the classification. This score is explained fundamentally by the high scores obtained in the indicators of Taxes, Public Spending, Fiscal Effort, and Transfers. 

Public Spending/GDP

This indicator shows that public spending in the Autonomous Region of Andalusia is equal to 20.22% of the region’s GDP. This figure is high in relation to the scores received by the other Autonomous Regions for the same indicator, putting it 13th of the 15 Common Regime Autonomous Regions. 

Fiscal Effort 

The Frank indicator shows a value of 0.44 which translates to a relative indicator value of 0.85. This is the 13th score among the 15 Autonomous Regions tested which suggests that the cost to the taxpayer to finance the public spending is high compared with other regions. 

Public Debt

The ration of public debt to GDP reaches 5.4%. This equals a value of 0.31 in this indicator situating it in an average position compared with the ensemble of the Autonomous Regions (Andalusia occupies the 10th position in the ranking of the 15 examined). 

Public Sector Employees

The percentage of Public Sector Employees in relation to the total working population in this Autonomous Region is 10.25%. This figure equates to a value of 0.41 in this indicator which puts Andalusia in 8th place among the 15 Autonomous Regions analysed. 

Taxes

The result of this indicator shows for Andalusia 79,155.47 €. The corresponding relative value of this figure within those obtained for this indicator is 0.999 placing it in 14th place among the Common Regime Autonomous Regions. 

Transfers and Subsidies

The transfers and subsidies in this Autonomous Region represent 9.26% of its GDP equivalent to 0.76 in this indicator. This puts Andalusia in 13th place in the classification of the Autonomous Regions.

ARAGON

INDEXES

ECONOMIC FREEDOM

Position 9 of 15

REGULATION

Position 15 of 17

PUBLIC SECTOR DIMENSION

Position 7 of 15

BASIC DATA

Inhabitants: 1,286, 285

Total surface area: 47,720 km2

GDP: 29,989 million €

Real GDP growth: 3.5%

GDP per capita: 23,707 €

Activity rate: 56.6%

Unemployment rate: 5.5%

GDP/Job: 46,676 €

Inflation rate: 3,5%

ECONOMIC FREEDOM

Aragon occupies the 9th place in the economic freedom index with a value of 0.435 which suggests a medium level of public sector intervention in the economic activity of the region. This result is due to the combination of relatively high scores in the regulation indicator (15th out of 17) and a mid-table classification in the Public Sector Dimension Index where it comes 7th of the 15 Autonomous Regions. Its score in the EFI is practically in the average of all the Autonomous Regions. 

REGULATION

The regulation index for the Autonomous Region of Aragon shows a value of 0.515 which means a high regulatory activity (the 15th place of all the Autonomous Regions). Examining the indicators which make up this index we see an elevated score in Health (the highest of all the Autonomous Regions) and also in Environment. Furthermore, the indicators of Education and Mobility do not show such high levels as those just mentioned but do show medium-high values compared with the other Autonomous Regions.

Commerce

The Commerce indicator for Aragon is 0.309 which implies a medium regulation in this category and the 9th position among the 17 Autonomous Regions (it is situated in the average of the scores). Among the variables which make up this indicator, this Autonomous Region shows high scores in licences and large establishments while the results achieved for medium establishments and discount retailers indicate a relatively low level of regulation. 

Education

The education indicator for Aragon reaches a value of 0.775, situating it among the highest of the Autonomous Regions. This suggests medium-high regulation – state intervention - in this sector. Among the variables which compose this indicator, the ratio of teacher/education unit stands out showing one of the highest values among the Autonomous Regions. 

Environment

The environment indicator for Aragon suggests high levels of regulation getting a score of 0.525 the second highest in the ranking of this category amongst the Spanish Autonomous Regions. In the two variables which make up this indicator, this Autonomous Region shows scores which indicate a high level of State intervention in environmental questions.  

Mobility

The mobility indicator for Aragon is 0.681 putting this Autonomous Region amongst those with the highest scores. Within the variables of the indicator, Aragon shows high scores in “internal migration” and “migration by age” showing medium-high values in the foreign immigration variables. 

Health

The indicator of Health for Aragon is the highest of all the Autonomous Regions and reaches a value of 0.700 which makes it the Region with the most regulation in this area. By variables, Aragon shows high levels of regulation in almost all the categories. The only variation in which the score for this Region approaches the average of the Autonomous Regions is in the Pharmacy sector.  

Housing

This indicator for the Autonomous Region of Aragon shows a value of 0.119 which puts it below the average for all regions and suggests a medium-low level of regulation in this sector. 

PUBLIC SECTOR DIMENSION

Aragon finds itself in 7th place in the Public Sector Dimension Index among the Common Regime Autonomous Regions. As an average of the values obtained in the indicators which make up this index, Aragon scored 0.355 which means an average DIMENSION for the public sector. This score is due to low scores in the indicators of Fiscal Effort and Public Debt; and a moderate behaviour in the remainder of the indicators examined. 

Public Spending

This indicator shows that public spending in the Autonomous Region of Aragon is equal to 16.10% of the region’s GDP. This figure suggests average public spending compared with the other Autonomous Regions for the same indicator, putting it 7th of the 15 Common Regime Autonomous Regions. 

Fiscal Effort 

The Frank indicator shows a value of 0.31 which translates to a relative indicator value of 0.12. This is the 3rd lowest score among the 15 Autonomous Regions examined which suggests that the cost to the taxpayer to finance the public spending is low compared with other regions. 

Public Debt

The ratio of public debt to GDP reaches 3.9%. This equals a value of 0.15 in this indicator situating it in a medium-low position compared with the ensemble of the Autonomous Regions (Aragon occupies the 6th position in the ranking of the 15 analysed). 

Public Sector Employees

The percentage of Public Sector Employees in relation to the total working population in this Autonomous Region is 9.86%. This figure equates to a value of 0.36 in this indicator which puts Aragon in 7th place among the 15 Autonomous Regions analysed. 

Taxes

The result which this indicator shows for Aragon is 62,561.38€. The corresponding relative value of this figure within those obtained for this indicator is 0.74 placing it in 7th place among the Common Regime Autonomous Regions.
Transfers and Subsidies

The transfers and subsidies in this Autonomous Region represent 6.55% of its GDP equivalent to 0.42 in this indicator. This puts Aragon in 9th place in the classification of the Autonomous Regions.

ASTURIAS

INDEXES

ECONOMIC FREEDOM

Position 11 of 15

REGULATION

Position 16 of 17

PUBLIC SECTOR DIMENSION

Position 9 of 15

BASIC DATA

Inhabitants: 1,058, 743

Total surface area: 10,604 km2

GDP: 20,952 million €

Real GDP growth: 3.8%

GDP per capita: 19,820 €

Activity rate: 49.9%

Unemployment rate: 9.3%

GDP/Job: 47,011 €

Inflation rate: 3.2%

ECONOMIC FREEDOM

Asturias is situated in 11th place in the economic freedom index with a value of 0.506 which suggests a medium-high level of public sector intervention in the economic activity of this region. This result is explained by the influence of relatively high scores in the regulation indicator and a mid-table classification in the Public Sector Dimension Index. 

REGULATION

The regulation index reaches a value of 0.520 suggesting high regulatory activity by the public sector in the economy of this Autonomous Region and putting it in penultimate place of all the Autonomous Regions. This behaviour is fundamentally due to relatively high scores in Mobility, Health and Commerce. It is worth underlining that this Region shows a low score in Environment suggesting that in this sector, state intervention is below the level found in most of the other activities. 

Commerce

The Commerce indicator for Asturias shows a value of 0.537 which implies a high level of regulation in this category and the 2nd highest among the 17 Autonomous Regions. By variables, Asturias shows high scores in medium establishments, licences and discount retailers. As for the results obtained for large establishments and taxes a relatively medium-low regulation is indicated. 

Education

The education indicator for Asturias reaches a value of 0.784, situating it 14th place among the Autonomous Regions. This is symptomatic of high regulation in his sector. By variables, Asturias shows one of the highest values in the ratio teacher/education unit and also in spending in public centres. The variables which measure the number of students in public centres seem to indicate that over the last few years Asturias has increased the proportion of these compared with students in other types of centre.   

Environment

The environment indicator for Asturias suggests low levels of regulation getting a score of 0.076 which is the lowest of all the Autonomous Regions.  

Mobility

The mobility indicator for Asturias is 0.950 being the second highest among the Autonomous Region. Asturias shows relatively high scores in all the variables which comprise this indicator, in “internal migration” as well as “foreign immigration” systematically occupying the 16th place in each variable. 

Health

The indicator of Health for Asturias reaches a value of 0.670 putting it in 15th place and implying a high level of regulation in this sector. Among the different variables, Asturias shows maximum values in those which reflect the setting up and running of Health centres and relatively low scores concerning Pharmacies and Optician’s.  

Housing

This indicator for Asturias shows a value of 0.670 which puts it in 15th place indicating high levels of regulation. 

PUBLIC SECTOR DIMENSION

Asturias occupies the 9th place in classification of the Public Sector Dimension with a value of 0.492. This position suggests a medium-high influence of the public sector in this Autonomous Region compared with the rest. Analysing this Region we see asymmetrical results in the different indicators. Despite showing relatively high values in the indicators of Taxes, Public Spending and Public Sector Employees, we see relatively low values in Transfers and Subsidies and, above all, Public Debt.

Public Spending

This indicator shows that public spending in the Principality of Asturias is equal to 17.62% of the region’s GDP. This suggests medium-high public spending compared with the other Autonomous Regions, putting it 11 of the 15 Common Regime Autonomous Regions. 

Fiscal Effort 

The Frank indicator shows a value of 0.39 which translates to a relative indicator value of 0.56. This is the 10th place among the 15 Autonomous Regions examined which suggests that the cost to the taxpayer to finance the public spending is medium-high compared with other regions. 

Public Debt

The ratio of public debt to GDP reaches 3.5%. This equals a value of 0.10 in this indicator situating it in a medium-low position compared with the ensemble of the Autonomous Regions (Asturias occupies the 5th position in the ranking of this category). 

Public Sector Employees

The percentage of Public Sector Employees in relation to the total working population in this Autonomous Region is 11.77%. This figure equates to a value of 0.61 in this indicator which puts Asturias in 11th place among the 15 Autonomous Regions analysed. 

Taxes

The result which this indicator shows for Asturias is 77,164.42€. The corresponding relative value of this figure within those obtained for this indicator is 0.97 placing it in 13th place among the Common Regime Autonomous Regions. 
Transfers and Subsidies

The transfers and subsidies in this Autonomous Region represent 5.49% of its GDP equivalent to 0.28 in this indicator. This puts Asturias in 7th place in the classification of the Autonomous Regions.

BALEARICS

INDEXES

ECONOMIC FREEDOM

Position 2 of 15

REGULATION

Position 5 of 17

PUBLIC SECTOR DIMENSION

Position 2 of 15

BASIC DATA

Inhabitants: 1,028, 635

Total surface area: 4,992 km2

GDP: 24,200 million €

Real GDP growth: 3.4%

GDP per capita: 24,265 €

Activity rate: 64.07%

Unemployment rate: 6.5%

GDP/Job: 46,791 €

Inflation rate: 2.9%

ECONOMIC FREEDOM

The economic freedom index shows a value of 0.286 for the Balearics situating the islands in second position of all the Common Regime Autonomous Regions suggesting a low level of public sector intervention in the economic activity of this region. This result is due in large part to the low values obtained in the Public Sector Dimension Index and the medium-low classification in the regulation index. 

REGULATION

The Balearics place 5th in the classification among the 17 Autonomous Regions in the regulation index with a score of 0.388. This indicates a medium-low regulation in the economic activity of the islands. The result is sustained basically by the lower scores obtained in the indicators Mobility, Education and Housing, even though relatively higher scores were obtained in Commerce and Health.

Commerce

The Commerce indicator for the Balearics shows a value of 0.833 which implies a high level of regulation in this category. This is atypical of the scores obtained by this Region in other areas as it situates the islands last among all the Autonomous Regions. The Balearics systematically present the highest scores in all the variables of the indicator (suggesting high regulation), except in “DESCUENTO DURO” where they obtain very low scores.

Education

The education indicator for the Balearics reaches a value of 0.420, situating it 3rd among the Autonomous Regions and suggesting low regulation in this sector. By variables, this tendency towards low scores is maintained in almost all the variables, of  special note is the teacher/education unit variable which shows a very low value, the second lowest of all the Autonomous Regions.

Environment

The environment indicator for the Balearics is one which shows higher values in this Region. With a value of 0.374 suggests a medium-high regulation occupying the 11th position in the ranking in this category among the Autonomous Regions.  

Mobility

The mobility indicator for the Balearics shows the lowest value among all the Autonomous Regions (0.046). 4 out of 5 of the variables of this indicator were the lowest scores recorded. 

Health

This indicator of Health for the Balearics is situated at 0.642 putting it in 13th position among the Autonomous Regions and suggests medium-high regulation in this sector. By subcategory, while the Balearics occupy the 5th place in result indicators, they show relatively high scores in direct regulation variables such as those which compile the requirements for setting up and running Health centres. 

Housing

The Balearic’s housing indicator shows a value of 0.046 putting the islands in 5th place and suggesting medium-low level of regulation in this area.

PUBLIC SECTOR DIMENSION

The Public Sector Dimension Index for the Balearics reaches a value of 0.18. This suggests a lower influence of the public sector in this region. The Balearics are in second place in the classification of the Autonomous Regions. This result is fundamentally explained by the low scores in most of the indicators examined with the sole exception of the – relatively – high score in the public debt indicator. 

Public Spending

This indicator shows that public spending in the Balearics is equal to 11.14% of the region’s GDP. This suggests a smaller public sector compared with other Autonomous Regions in relation to this indicator, putting it 2nd of the 15 Common Regime Autonomous Regions. 

Fiscal Effort 

The Frank indicator shows a value of 0.34 which translates to a relative indicator value of 0.31. This is the 7th place among the 15 Autonomous Regions examined which suggests that the cost to the taxpayer to finance the public spending is average compared with other regions. 

Public Debt

The ratio of public debt to GDP reaches 6.7%. This equals a value of 0.46 in this indicator situating it in a medium-high position compared with the ensemble of the Autonomous Regions (the Balearics occupy the 12th position in the ranking of this category). 

Public Sector Employees

The percentage of Public Sector Employees in relation to the total working population in this Autonomous Region is 7.07%. This figure equates to a value of 0 in this indicator which puts the Balearics in 1st place among the 15 Autonomous Regions analysed. 

Taxes

The result which this indicator shows for the Balearics is 27,046.62€. The corresponding relative value of this figure within those obtained for this indicator is 0.18 placing it in 4th place among the Common Regime Autonomous Regions.
Transfers and Subsidies

The transfers and subsidies in this Autonomous Region represent 3.89% of its GDP equivalent to 0.07 in this indicator. This puts the Balearics in 2nd place in the classification of the Autonomous Regions.

CANARIES

INDEXES

ECONOMIC FREEDOM

Position 5 of 15

REGULATION

Position 4 of 17

PUBLIC SECTOR DIMENSION

Position 5 of 15

BASIC DATA

Inhabitants: 2,019, 299

Total surface area: 7,447 km2

GDP: 39,547 million €

Real GDP growth: 3.3%

GDP per capita: 20,062 €

Activity rate: 61.04%

Unemployment rate: 11.7%

GDP/Job: 45,953 €

Inflation rate: 2.9%

ECONOMIC FREEDOM

The Canaries are placed 5th on the economic freedom index of all the Common Regime Autonomous Regions with a value of 0.339. This implies a medium-low level of public sector intervention in the economic activity of these islands. This behaviour is the reflection of the moderate values obtained in the Public Sector Dimension Index as well as in the regulation index. 

REGULATION

The regulation index shows a value for the Canaries of 0.376 which suggests a low level of public sector regulation in the economic activity of the islands which occupy 4th place in the ranking of the Autonomous Regions. This is due, in large part, to the relatively low score in the categories of Housing, Health and Mobility although medium-high scores were recorded in Commerce and Education. 

Commerce

The Commerce indicator for the Canaries shows a value of 0.392 which implies a high level of regulation in this category and the 15th highest position among the 17 Autonomous Regions. By variables, the islands show high scores in large establishments, licences and discount retailers; while the results obtained for medium establishments and taxes indicate relatively low level of regulation. 

Education

The education indicator for the Canaries reaches a value of 0.764, situating it 13th among the Autonomous Regions and suggesting medium-high regulation in this sector. By sub-categories, the Canaries are situated in the 15th position in result variables and 9th in direct variables. We find elevated values in the teacher/education unit variable an also in the spending in public centres. The variable which measures the number of students in public centres seems to indicate that the proportion of these compared with students in other centre has diminished over the last few years.  

Environment

The environment indicator for the Canaries suggests medium regulation with a value of 0.275 occupying the 8th place in the ranking of this category among the Spanish Autonomous Regions. By subcategories, while the islands are found in 4th place in environmental norms, in terms of normative instruments they are in 13th place.  

Mobility

The mobility indicator for the Canaries is 0.317 putting them in 5th position among the Autonomous Regions. By subcategories, the islands show relatively low scores in Migration, presenting medium-low scores in immigration variables. 

Health

This indicator of Health for the Canaries has reached 0.511 putting it in 5th position and suggesting medium-low regulation in this area. By variables, those which show the highest values are those centred on the setting up of Health centres and Pharmacies.

Housing

The Canaries’ housing indicator shows the lowest value of all the Autonomous Regions at 0.114 suggesting a low level of regulation in this area.

PUBLIC SECTOR DIMENSION

The Canaries occupy the 5th position in the ranking of Public Sector Dimension Index having a value of 0.301. This suggests a medium-low influence of the public sector in this Autonomous Region. This value is the result of the relatively moderate compared with the majority of the categories analysed, although it’s worth highlighting the low value obtained by the Fiscal Effort indicator. 

Public Spending

This indicator shows that public spending in the Canaries is equal to 16.24% of the region’s GDP. This suggests medium-high public spending compared with other Autonomous Regions, putting it in 8th position of the 15 Common Regime Autonomous Regions. 

Fiscal Effort 

The Frank indicator shows a value of 0.29 which translates to a relative indicator value of 0.01. This is the 2nd lowest score among the 15 Autonomous Regions examined which suggests that the cost to the taxpayer to finance the public spending is low compared with other regions. 

Public Debt

The ratio of public debt to GDP reaches 4%. This equals a value of 0.16 in this indicator situating it in a medium position compared with the ensemble of the Autonomous Regions (the Canaries occupy the 7th position in the ranking of this category). 

Public Sector Employees

The percentage of Public Sector Employees in relation to the total working population in this Autonomous Region is 8.21%. This figure equates to a value of 0.15 in this indicator which puts the Canaries in 5th place among the 15 Autonomous Regions analysed. 

Taxes

The result which this indicator shows for the Canaries is 69,721.72€. The corresponding relative value of this figure within those obtained for this indicator is 0.85 placing it 9th place among the Common Regime Autonomous Regions. 

Transfers and Subsidies

The transfers and subsidies in this Autonomous Region represent 5.32% of its GDP equivalent to 0.26 in this indicator. This puts the Canaries in 9th place in the classification of the Autonomous Regions.

CASTILLA LA MANCHA

INDEXES

ECONOMIC FREEDOM

Position 12 of 15

REGULATION

Position 8 of 17

PUBLIC SECTOR DIMENSION

Position 12 of 15

BASIC DATA

Inhabitants: 1,951,388

Total surface area: 79,462 km2

GDP: 33,712 million €

Real GDP growth: 3.9%

GDP per capita: 17,672 €

Activity rate: 55%

Unemployment rate: 8.8%

GDP/Job: 42,015 €

Inflation rate: 2.9%

ECONOMIC FREEDOM

The economic freedom index shows a value of 0.508 in Castilla La Mancha which puts it in 12th place among the Common Regime Autonomous Regions. This suggests a medium-high level of public sector intervention in the economic activity of this region. This result is due, to a great extent, to the medium-high scores obtained in the Public Sector Dimension Index and the medium scores received in the regulation index. 

REGULATION

Castilla La Mancha is 8th of the Autonomous Regions, taking into account the values obtained within the regulation index reaching a value of 0.430. This signals a medium level of public sector regulation in the economic activity of the region. This result is mainly because of the moderate scores received in the categories of Mobility, Commerce and Housing, although there were high scores awarded in Education and medium-high in Health.

Commerce

The Commerce indicator for Castilla La Mancha shows a value of 0.312 which implies a medium level of regulation in this category and the 10th position amongst the 17 Autonomous Regions. In the different variables, Castilla La Mancha shows high scores in Licences and average in the rest.

Education

The education indicator for Castilla La Mancha reaches a value of 0.850; being the second highest of the Autonomous Regions. If the variables are examined of the indicator, Castilla La Mancha shows high scores in all of the, both result variables and direct variables, coming last and 11th respectively. 

Environment

The environment indicator for Castilla La Mancha suggests medium-low regulation with a value of 0.203; occupying the 4th position in the ranking of this category among the Spanish Autonomous Regions. 

Mobility

The mobility indicator for Castilla La Mancha is 0.393 putting it in 7th position among the Autonomous Regions. By subcategories, we see relatively low scores in the Internal Migration and Migration by Age variables, average scores in Immigration and medium-low in the Internal Migration Flow.  

Health

This indicator of Health for Castilla La Mancha has reached 0.606 putting it in 12th position and suggesting a medium-high regulation in this area. The result variables show high scores; on the other hand those of direct regulation especially Requirements for Running and Opening a Pharmacy, show values which are medium-low (including the lowest value for Running Licence)

Housing

Castilla La Mancha’s housing indicator shows a value of 0.214 putting it in 10th position and suggesting a medium level of regulation in this area.

PUBLIC SECTOR DIMENSION

The Public Service Dimension Index in Castilla La Mancha has a value of 0.59 suggesting a medium-high implication of the public sector in the economic activity in this region and puts it in 12th position among the 15 Common Regime Autonomous Regions. This is fundamentally due to the high scores obtained in the vast majority of the indicators analysed, with the sole exception of the relatively moderate score obtained in the ratios debt/GDP and Transfers/GDP. 

Public Spending

This indicator shows that public spending in Castilla La Mancha is equal to 22.75% of the region’s GDP. This is high value compared with the results obtained by other Autonomous Regions in the same indicator, putting it in 14th position of the 15 Common Regime Autonomous Regions. 

Fiscal Effort 

The Frank indicator shows a value of 0.43 which translates to a relative indicator value of 0.78. This is the 12th place score among the 15 Autonomous Regions examined which suggests that the cost to the taxpayer to finance the public spending is high compared with other regions. 

Public Debt

The ratio of public debt to GDP reaches 4.7%. This equals a value of 0.24 in this indicator situating it in a low position compared with the ensemble of the Autonomous Regions (Castilla La Mancha occupies the 8th position in the ranking of this category). 

Public Sector Employees

The percentage of Public Sector Employees in relation to the total working population in this Autonomous Region is 11.8%. This figure equates to a value of 0.61 in this indicator which puts Castilla La Mancha in 12th place among the 15 Autonomous Regions analysed. 

Taxes

The result which this indicator shows for Castilla La Mancha is 76,511.28€. The corresponding relative value of this figure within those obtained for this indicator is 0.96 placing it 12th place among the Common Regime Autonomous Regions. 

Transfers and Subsidies

The transfers and subsidies in this Autonomous Region represent 10.82% of its GDP equivalent to 0.96 in this indicator. This puts Castilla La Mancha in 14th place in the classification of the Autonomous Regions.

CANTABRIA

INDEXES

ECONOMIC FREEDOM

Position 10 of 15

REGULATION

Position 11 of 17

PUBLIC SECTOR DIMENSION

Position 10 of 15

BASIC DATA

Inhabitants: 567,088

Total surface area: 5,321 km2

GDP: 12,282 million €

Real GDP growth: 4.1%

GDP per capita: 21,941 €

Activity rate: 55.3%

Unemployment rate: 6.6%

GDP/Job: 46,140 €

Inflation rate: 3.2%

ECONOMIC FREEDOM

Cantabria ranks 10th on the economic freedom index with a value of 0.482 which suggests a medium-high level of public sector intervention in the economic activity of this Autonomous Region. This score is explained by medium-high values in both the Public Sector Dimension Index as well as in the regulation index. 

REGULATION

The regulation index for Cantabria reaches a value of 0.472 which suggests a medium-high level of public sector regulation in the economic activity of the region which situates it in 11th place among the 17 Autonomous Regions. This behaviour is a reflection of the moderate scores in the majority of the categories which are subject of this study, although it is worth highlighting the elevated scores obtained in Housing and Environment as well as the low scores registered in Health. 

Commerce

The Commerce indicator for Cantabria shows a value of 0.314 which implies a medium level of regulation in this category and the 11th position amongst the 17 Autonomous Regions. By variables, Cantabria shows a high level in discount retailers, low in large establishments and average in the rest.

Education

The education indicator for Cantabria reaches a value of 0.696; putting it in 10th place among the Autonomous Regions and suggests a medium-high intervention in this sector. In the subcategories, we see a clear contrast between the result variables (3rd place) and the direct variable which measures the ratio of teacher/education unit (joint last place with Andalusia).  

Environment

The environment indicator for Cantabria suggests high regulation – a value of 0.459 – occupying 14th place in the ranking of this category among the Spanish Autonomous Regions. 

Mobility

The mobility indicator for Cantabria is 0.548 putting it in 10th position among the Autonomous Regions. Among the variables which comprise this indicator, Cantabria shows medium-high scores in the variables of foreign immigration and medium-low for internal migration.

Health

This indicator of Health for Cantabria has reached 0.478 putting it in 3rd position amongst the Autonomous Regions. This suggests low regulation in this sector. By subcategories, we see medium-high values for almost all the variables which puts it in 9th position for result variables and 4th for direct regulation.

Housing

Cantabria’s housing indicator shows a value of 0.338 putting it 14th and suggesting a high level of regulation in this area.

PUBLIC SECTOR DIMENSION

Cantabria is placed 10th in the Public Sector Dimension Index receiving a value of 0.493. This position indicates a medium-high dimension of the public sector in this Autonomous Region. This is the result of a relatively high score in the vast majority of the indicators analysed, with the clear exception of the Public Debt indicator which received an extremely low score. 

Public Spending

This indicator shows that public spending in Cantabria is equal to 17.28% of the region’s GDP. This is a medium-high value compared with the results obtained by other Autonomous Regions in the same indicator, putting it in 10th position of the 15 Common Regime Autonomous Regions. 

Fiscal Effort 

The Frank indicator shows a value of 0.39 which translates to a relative indicator value of 0.58. This is the 11th place score among the 15 Autonomous Regions examined which suggests that the cost to the taxpayer to finance the public spending is medium-high compared with other regions. 

Public Debt

The ratio of public debt to GDP reaches 3.3%. This equals a value of 0.08 in this indicator situating it in a low position compared with the ensemble of the Autonomous Regions (Cantabria occupies the 3rd position in the ranking of this category). 

Public Sector Employees

The percentage of Public Sector Employees in relation to the total working population in this Autonomous Region is 11.59%. This figure equates to a value of 0.63 in this indicator which puts Cantabria in 13th place among the 15 Autonomous Regions analysed. 

Taxes

The result which this indicator shows for Cantabria is 67,058.89€. The corresponding relative value of this figure within those obtained for this indicator is 0.81 placing it 8th place among the Common Regime Autonomous Regions. 

Transfers and Subsidies

The transfers and subsidies in this Autonomous Region represent 5.5% of its GDP equivalent to 0.28 in this indicator. This puts Cantabria in 8th place in the classification of the Autonomous Regions.

CASTILLA Y LEÓN

INDEXES

ECONOMIC FREEDOM

Position 8 of 15

REGULATION

Position 10 of 17

PUBLIC SECTOR DIMENSION

Position 8 of 15

BASIC DATA

Inhabitants: 2,492,034

Total surface area: 94,225 km2

GDP: 52,437 million €

Real GDP growth: 3.5%

GDP per capita: 21,160 €

Activity rate: 53.66%

Unemployment rate: 8.1%

GDP/Job: 46,176 €

Inflation rate: 3.2%

ECONOMIC FREEDOM

Castilla y León occupies the 8th position in the economic freedom index with a value of 0.431. This suggests a medium level of public sector intervention in the economic activity of this region. This result is a refection of the moderate scores obtained in both the Public Sector Dimension Index and the regulation index. 

REGULATION

The regulation index for Castilla y León shows a value of 0.451 which implies a medium level of public sector regulation in the economic activity of the region situating it in 10th place among the Autonomous Regions. This is fundamentally due to the moderate scores received in the majority of the categories analysed.

Commerce

The Commerce indicator for Castilla y León shows a value of 0.329 which implies a medium-high level of regulation in this category and the 12th position amongst the 17 Autonomous Regions. In the different variables, Castilla y León shows medium-high scores in the variables of large establishments, medium establishments and discount retailers. The results obtained for Licences and Taxes showed a medium-low regulation.

Education

The education indicator for Castilla y León reaches a value of 0.697; occupying the 11th place of the Autonomous Regions. This indicates a medium-high regulation in this sector. If we consider the variables, Castilla y León shows medium scores in almost all areas putting it 7th in the result variables and 12th in direct variables. In the variable of number of students in public centres, in its flow version, it shows a low score compared with the others. 

Environment

The environment indicator for Castilla y León suggests medium-low regulation with a value of 0.223; occupying the 5th position in the ranking of this category among the Spanish Autonomous Regions. 

Mobility

The mobility indicator for Castilla y León is 0.673 putting it in 11th position among the Autonomous Regions. By subcategories, Castilla y León is situated in 11th place in the internal migration indicators while it occupies 12th place in Immigration and 13th in Immigration Flow. 

Health

The indicator of Health for Castilla y León has reached 0.555 putting it in 9th position and suggesting a medium regulation in this sector. The variable which looks at the number of beds in public centres shows the maximum value for the category while on the other hand, in the direct regulation variable looking at the Requirements for Opening an Optician’s have the minimum value.

Housing

Castilla y León’s housing indicator shows a value of 0.232 putting it in 11th position (tied with La Rioja) and suggesting a medium-high level of regulation in this sector.

PUBLIC SECTOR DIMENSION

Castilla y León comes 8th in the Public Service Dimension Index and has a value of 0.410. This suggests a medium implication of the public sector in the economic activity in this Autonomous Region. This index shows moderate scores in the majority of the categories examined although it is worth highlighting the relatively low value obtained in the ratio of debt/GDP and the high percentage of public employees/total employees and transfers/GDP

Public Spending

This indicator shows that public spending in the Autonomous Region of Castilla y León is equal to 17.08% of the region’s GDP. This is high value compared with the results obtained by other Autonomous Regions in the same indicator, putting it in 9th position of the 15 Common Regime Autonomous Regions. 

Fiscal Effort 

The Frank indicator shows a value of 0.31 which translates to a relative indicator value of 0.13. This is the 4th place score among the 15 Autonomous Regions examined which suggests that the cost to the taxpayer to finance the public spending is low compared with other regions. 

Public Debt

The ratio of public debt to GDP reaches 3.4%. This equals a value of 0.09 in this indicator situating it in a low position compared with the ensemble of the Autonomous Regions (Castilla y León occupies the 4th position in the ranking of this category among the 15 examined). 

Public Sector Employees

The percentage of Public Sector Employees in relation to the total working population in this Autonomous Region is 11.53%. This figure equates to a value of 0.58 in this indicator which puts Castilla y León in 10th place among the 15 Autonomous Regions analysed. 

Taxes

The result which this indicator shows for Castilla y León is 34,876.89€. The corresponding relative value of this figure within those obtained for this indicator is 0.3 placing it 5th among the Common Regime Autonomous Regions. 

Transfers and Subsidies

The transfers and subsidies in this Autonomous Region represent 6.79% of its GDP equivalent to 0.45 in this indicator. This puts Castilla y León in 10th place in the classification of the Autonomous Regions.

CATALONIA

INDEXES

ECONOMIC FREEDOM

Position 6 of 15

REGULATION

Position 7 of 17

PUBLIC SECTOR DIMENSION

Position 4 of 15

BASIC DATA

Inhabitants: 7,166,031

Total surface area: 32,113 km2

GDP: 183,821 million €

Real GDP growth: 3.8%

GDP per capita: 26,279 €

Activity rate: 62.50%

Unemployment rate: 6.55%

GDP/Job: 48,508 €

Inflation rate: 3.1%

ECONOMIC FREEDOM

The economic freedom index situates Catalonia – with a score of 0.364 – in 6th position among the Common Regime Autonomous Regions. This result suggests a medium-low level of public sector intervention in the economic activity of this region. This value obtained in the index is due, in great part, to the medium-low scores which the region shows in the Public Sector Dimension Index and the medium scores in the regulation index. 

REGULATION

Catalonia occupies the 8th place in the regulation index. It has a value of 0.428 which indicates a medium level of public sector regulation in the economic activity of this Autonomous Region. This result reflects the low scores obtained in the majority of the categories analysed except Environment (where it received the highest score) and Commerce (where it is situated in the medium-high range).  

Commerce

The Commerce indicator for Catalonia shows a value of 0.377. This situates it in 14th position amongst the 17 Autonomous Regions and implies a high regulation in this category. By subcategory, Catalonia shows elevated scores in medium establishments while in the taxes variable showed one of the lowest values. 

Education

The education indicator for Catalonia reaches a value of 0.458, which places it in 4th place among the Autonomous Regions. This value indicates a medium-low regulation in this sector. If we consider the variables, Catalonia is placed in 9th in the result variables and 3rd in direct variables. The only variable which shows an elevated score in this Region (in fact the highest score of all the Autonomous Regions) is that which looks at the flow of students in public centres. 

Environment

The environment indicator for Catalonia suggests high regulation and he highest of all the Spanish Autonomous Regions. In the 2 variables which comprise this indicator, Catalonia registers the highest regulatory activity of all the Autonomous Regions. (It’s the Region with the most environmental laws and also the most environmental control instruments). 

Mobility

The mobility indicator for Catalonia is 0.193 putting it in 2nd position among the Autonomous Regions. By subcategories, Catalonia is systematically 2nd in all the regions. The only exception is Immigration Flow in which it is 7th. 

Health

The indicator of Health for Catalonia has reached 0.535 putting it in 8th position and suggesting a medium regulation in this sector. By variables, Catalonia stands out for coming 1st in result indicators (number of beds and flow), but penultimate in direct indicators (it has high values for setting up Health centres and Optician’s). 

Housing

Catalonia’s housing indicator shows a value of 0.010 putting it in 2nd position and suggesting a low level of regulation in this sector.

PUBLIC SECTOR DIMENSION

Catalonia comes 8th in the Public Service Dimension Index and has a value of 0.410. This suggests a medium implication of the public sector in the economic activity in this Autonomous Region. This index shows moderate scores in the majority of the categories examined although it is worth highlighting the relatively low value obtained in the ratio of debt/GDP and the high percentage of public employees/total employees and transfers/GDP

Public Spending

This indicator shows that public spending in the Autonomous Region of Catalonia is equal to 13.38% of the region’s GDP. This is a medium-low value compared with the results obtained by other Autonomous Regions in the same indicator, putting it in 4th position of the 15 Common Regime Autonomous Regions. 

Fiscal Effort 

The Frank indicator shows a value of 0.32 which translates to a relative indicator value of 0.17. This is the 5th place score among the 15 Autonomous Regions examined which suggests that the cost to the taxpayer to finance the public spending is medium-low compared with other regions. 

Public Debt

The ratio of public debt to GDP reaches 7.7%. This equals a value of 0.57 in this indicator situating it in a high position compared with the ensemble of the Autonomous Regions (Catalonia occupies the 14th position in the ranking of this category among the 15 examined). 

Public Sector Employees

The percentage of Public Sector Employees in relation to the total working population in this Autonomous Region is 7.26%. This figure equates to a value of 0.02 in this indicator which puts Catalonia in 2nd place among the 15 Autonomous Regions analysed. 

Taxes

The result which this indicator shows for Catalonia is 58,691.143€. The corresponding relative value of this figure within those obtained for this indicator is 0.68 placing it 6th among the Common Regime Autonomous Regions. 

Transfers and Subsidies

The transfers and subsidies in this Autonomous Region represent 5.11% of its GDP equivalent to 0.23 in this indicator. This puts Catalonia in 4th place in the classification of the Autonomous Regions.

EXTREMADURA

INDEXES

ECONOMIC FREEDOM

Position 15 of 15

REGULATION

Position 17 of 17

PUBLIC SECTOR DIMENSION

Position 15 of 15

BASIC DATA

Inhabitants: 1,076,695

Total surface area: 41,635 km2

GDP: 16,109 million €

Real GDP growth: 3.5%

GDP per capita: 15,031 €

Activity rate: 51.6%

Unemployment rate: 13.4%

GDP/Job: 39,147 €

Inflation rate: 3%

ECONOMIC FREEDOM

The economic freedom index gives Extremadura a score of 0.704. In this index (and in both partial indexes) Extremadura comes last among all the Common Regime Autonomous Regions, a fact which suggests an elevated level of public sector intervention in the economic activity of this region. This result is due to the high scores obtained in both the regulation index and the Public Sector Dimension Index. 

REGULATION

Extremadura occupies last position in the regulation index with a score of 0.532. This implies a high level of public sector regulation in the economic activity of this Autonomous Region. This behaviour is fundamentally due to the high scores in the categories of Mobility, Education and Housing, in the other variables the scores were relatively moderate and even low (as in the case of Environment).

Commerce

The Commerce indicator for Extremadura shows a value of 0.286 which implies a medium-low regulation in this category and the 4th position among the 17 Autonomous Regions. By subcategories, Extremadura shows medium-high scores in the variables of DESCUENTO DURO while for the variables of large establishments and taxes the scores are moderate and low in the rest. 

Education

The education indicator for Extremadura reaches a value of 0.836 putting it 15th of the Autonomous Regions and suggesting high regulation in this sector. By subcategories, Extremadura is placed penultimate in the result variables and 12 in direct variables. 

Environment

The environment indicator for Extremadura suggests low regulation. Scoring of 0.094, Extremadura occupies the 2nd place in the ranking of this category among the Autonomous Regions. It is the Region with the fewest environmental laws. 

Mobility

The mobility indicator for Extremadura is 1,000 putting it in last position among the Autonomous Regions. By subcategories, Extremadura systematically shows the highest values in each of the variables both Internal Migration and foreign immigration. 

Health

The indicator of Health for Extremadura has reached 0.529 putting it in 6th position and suggesting a medium-low regulation in this sector. By subcategories, Extremadura comes in 12th position for result indicators while it is 7th for direct indicators. 

Housing

Extremadura’s housing indicator shows a value of 0.478 putting it in penultimate position and suggesting an elevated level of regulation in this field.

PUBLIC SECTOR DIMENSION

Extremadura’s score in the indicators which make up the Public Service Dimension Index suggest a high and involvement of the public sector in the economic activity. The score obtained was 0.88 which puts it in last place among the Autonomous Regions. This value is a refection of the high scores obtained in practically all categories which make up this study (which put it systematically in 1st place) except for the relatively moderate score in the ratio of debt/GDP.

Public Spending

This indicator shows that public spending in the Autonomous Region of Extremadura is equal to 28.37% of the region’s GDP. This is a high value compared with the results obtained by other Autonomous Regions in the same indicator, putting it in last position of the 15 Common Regime Autonomous Regions. 

Fiscal Effort 

The Frank indicator shows a value of 0.47 which translates to a relative indicator value of 1. This is the highest score of all the 15 Autonomous Regions examined which suggests that the cost to the taxpayer to finance the public spending is high compared with other regions. 

Public Debt

The ratio of public debt to GDP reaches 4.9%. This equals a value of 0.26 in this indicator situating it in a medium-high level within ensemble of the all the Autonomous Regions (Extremadura occupies the 9th position in the ranking of this category among the 15 examined). 

Public Sector Employees

The percentage of Public Sector Employees in relation to the total working population in this Autonomous Region is 14.77%. This figure equates to a value of 1 in this indicator which puts the Extremadura in last place among the 15 Autonomous Regions analysed. 

Taxes

The result which this indicator shows for Extremadura is 79,167.41€. The corresponding relative value of this figure within those obtained for this indicator is 1 placing it last among the Common Regime Autonomous Regions.
Transfers and Subsidies

The transfers and subsidies in this Autonomous Region represent 11.11% of its GDP equivalent to 1 in this indicator. This puts Extremadura in last place in the classification of the Autonomous Regions.

GALICIA

INDEXES

ECONOMIC FREEDOM

Position 13 of 15

REGULATION

Position 13 of 17

PUBLIC SECTOR DIMENSION

Position 13 of 15

BASIC DATA

Inhabitants: 2,728,772

Total surface area: 29,574 km2

GDP: 50,410 million €

Real GDP growth: 4.1%

GDP per capita: 18,544€

Activity rate: 53.6%

Unemployment rate: 8.5%

GDP/Job: 43,596 €

Inflation rate: 3.3%

ECONOMIC FREEDOM

Galicia occupies the antepenultimate position in the economic freedom index with a score of 0.544. This indicates an elevated level of public sector intervention in the economic activity of this region. This result is principally due to the high score obtained in the Public Sector Dimension Index. The regulation index was also high though somewhat less so than the PSDI. 

REGULATION

The regulation index reaches a score of 0.489. This implies a medium-high level of public sector regulation in the economic activity of this region and situates it in 13th place among he 17 Autonomous Regions. This score is mainly due to the relatively high scores in some indicators such as Mobility, Education and Housing, although in the variables such as, for example, Commerce the scores were more moderate.

Commerce

The Commerce indicator for Galicia shows a value of 0.177 which implies low regulation in this category and the 2nd position among the 17 Autonomous Regions. By subcategories, Galicia shows low scores in the majority of variables such as large establishments, licences and taxes while the results obtained for discount retailers and medium establishments indicate a medium-low regulation. 

Education

The education indicator for Galicia reaches a value of 0.616 putting it 8th of the Autonomous Regions and suggesting medium regulation in this sector. Regarding the different variables, in direct regulation (ratio teacher/education unit) Galicia is found in the average of the Autonomous Regions although the rest of the variables show higher values and Galicia places 12th in result variables. 

Environment

The environment indicator for Galicia suggests low regulation. Scoring of 0.277, Galicia occupies the 10th place in the ranking of this category among the Autonomous Regions. 

Mobility

The mobility indicator for Galicia is 0.845 putting it in 15th position among the Autonomous Regions showing relatively high scores in both Internal Migration and foreign immigration. 

Health

The indicator of Health for Galicia has reached 0.678 putting it in penultimate position and suggesting a high regulation in this sector. Worthy of note is the direct regulation variable which looks at setting up an Optician’s which gives Galicia the highest result, meanwhile in the result variable which measures the flow of beds in public centres, the value obtained is medium-low. 

Housing

Galicia’s housing indicator shows a value of 0.277 putting it in 13th position and suggesting a medium-high level of regulation. 

PUBLIC SECTOR DIMENSION

Galicia places 13th in the Public Service Dimension Index with a score of 0.599. This suggests a high and involvement of the public sector in this region. This result is principally due to the relatively high scores obtained in some categories (especially the ratios public spending/GDP, debt/GDP and public employees/total employees). 

Public Spending

This indicator shows that public spending in the Autonomous Region of Galicia is equal to 19.80% of the region’s GDP. This is a medium-high value compared with the results obtained by other Autonomous Regions in the same indicator, putting it in 12th position of the 15 Common Regime Autonomous Regions. 

Fiscal Effort 

The Frank indicator shows a value of 0.38 which translates to a relative indicator value of 0.49. This is the 9th score of all the 15 Autonomous Regions examined which suggests that the cost to the taxpayer to finance the public spending is average compared with other regions. 

Public Debt

The ratio of public debt to GDP reaches 6.8%. This equals a value of 0.47 in this indicator situating it in a high level within ensemble of the all the Autonomous Regions (Galicia occupies the 13th position in the ranking of this category among the 15 examined). 

Public Sector Employees

The percentage of Public Sector Employees in relation to the total working population in this Autonomous Region is 11.99%. This figure equates to a value of 0.64 in this indicator which puts the Galicia in 14th place among the 15 Autonomous Regions analysed. 

Taxes

The result which this indicator shows for Galicia is 70,933.14€. The corresponding relative value of this figure within those obtained for this indicator is 0.87 placing it 12th among the Common Regime Autonomous Regions.
Transfers and Subsidies

The transfers and subsidies in this Autonomous Region represent 7.83% of its GDP equivalent to 0.58 in this indicator. This puts Galicia in 11th place in the classification of the Autonomous Regions.

REGION OF MADRID

INDEXES

ECONOMIC FREEDOM

Position 1 of 15

REGULATION

Position 1 of 17

PUBLIC SECTOR DIMENSION

Position 1 of 15

BASIC DATA

Inhabitants: 5,960,867

Total surface area: 8,028 km2

GDP: 171,988 million €

Real GDP growth: 4%

GDP per capita: 28,747 €

Activity rate: 63.6%

Unemployment rate: 6.37%

GDP/Job: 50,953 €

Inflation rate: 2.9%

ECONOMIC FREEDOM

Madrid has the lowest level in the economic freedom index (0.194). This first position among the Autonomous Regions suggests a low level of public sector intervention in the economic activity of this region. This result is a direct consequence of the low scores obtained in the regulation index and the Public Sector Dimension Index. 

REGULATION

Madrid is in 1st place in the classification of Autonomous Regions. It shows a value of 0.316 which implies low regulatory activity of the public sector in the economy of this Autonomous Region. This behaviour is a reflection of the low scores obtained in the majority of the categories analysed in this study.

Commerce

The Commerce indicator for Madrid shows a value of 0.153. This indicates a low regulation in this category puts Madrid in 1st position among the 17 Autonomous Regions. By subcategories, Madrid shows very low scores in the variables of Opening Hours, Licences and Large establishments; while the variables of discount retailers, Medium Establishments and Taxes are situated in the medium-high range. 

Education

The education indicator for Madrid suggests a medium reaches a value of 0.499, the 6th lowest score of all the Autonomous Regions. This suggests a medium-low regulation activity in this sector. If we examine the variables, Madrid obtained low scores in students in public centres; a medium score in direct regulation, medium-high scores in the rest of the result variables (spending by centre and by student).

Environment

The environment indicator for Madrid suggests medium regulation with a score of 0.277 and occupies the 9th position in the Autonomous Regions. 

Mobility

The mobility indicator for Madrid is 0.274 which puts it in 3rd position among the Autonomous Regions. By subcategories, Madrid is placed in 9th place in Internal Migration where it shows a medium-high score. On the other hand, it shows the lowest scores in the foreign immigration variables (immigration flow and immigration). 

Health

The indicator of Health for Madrid has reached a value of 0.570 putting it in 10th position and suggesting a medium regulation in this sector. By subcategories, Madrid shows medium values in almost all the variables. Two variables stand out: “requirements for setting up an optician’s” as being low and “setting up a Health centre” is the maximum value in the indicator.

Housing

Madrid’s housing indicator shows a value of 0.125 putting it in 9th position and suggesting a medium level of regulation in this sector.

PUBLIC SECTOR DIMENSION

The Public Service Dimension Index gives Madrid a value of 0.072. This is the lowest of all the Autonomous Regions and suggests a low implication of the public sector in the economic activity in this Autonomous Region. This score is fundamentally due to explained by low scores in the majority of the variables studied which put it in last place in the indicators of spending/GDP, Fiscal Effort, debt/GDP and Transfers/GDP.

Public Spending

This indicator shows that public spending in the Autonomous Region of the Region of Madrid is equal to 9.54% of the region’s GDP. This is a low value compared with the results obtained by other Autonomous Regions in the same indicator, putting it in 1st position of the 15 Common Regime Autonomous Regions. 

Fiscal Effort 

The Frank indicator shows a value of 0.29 which translates to a relative indicator value of 0. This is the lowest score among the 15 Autonomous Regions examined which suggests that the cost to the taxpayer to finance the public spending is low compared with other regions. 

Public Debt

The ratio of public debt to GDP reaches 3.3%. This equals a value of 0.36 in this indicator situating it in a medium-high position of all the Autonomous Regions (Madrid occupies the 11th position in the ranking of this category among the 15 examined). 

Public Sector Employees

The percentage of Public Sector Employees in relation to the total working population in this Autonomous Region is 7.58%. This figure equates to a value of 0.07 in this indicator which puts Madrid in 4th place among the 15 Autonomous Regions analysed. 

Taxes

The result which this indicator shows for Madrid is 15,868.69€. The corresponding relative value of this figure within those obtained for this indicator is 0 placing it 1st among the Common Regime Autonomous Regions. 

Transfers and Subsidies

The transfers and subsidies in this Autonomous Region represent 3.3% of its GDP equivalent to 0 in this indicator. This puts Madrid in 1st place in the classification of the Autonomous Regions.

MURCIA

INDEXES

ECONOMIC FREEDOM

Position 7 of 15

REGULATION

Position 3 of 17

PUBLIC SECTOR DIMENSION

Position 11 of 15

BASIC DATA

Inhabitants: 1,392,368

Total surface area: 11,313 km2

GDP: 25,498 million €

Real GDP growth: 4.1%

GDP per capita: 18,888 €

Activity rate: 59%

Unemployment rate: 7.9%

GDP/Job: 42,913 €

Inflation rate: 3.2%

ECONOMIC FREEDOM

Murcia is situated in 7th place in the economic freedom index with a score of 0.420. This implies a medium level of public sector intervention in the economic activity of this region. This result is the effect of the combination of a medium-high score in the Public Sector Dimension Index and a low score in the regulation index. 

REGULATION

The regulation index for Murcia is 0.337 which suggests low regulatory activity of the public sector in the economy of this Autonomous Region putting it in 3rd place among the 17 Autonomous Regions. This is fundamentally due to the relatively low scores obtained in Housing, Health and Commerce and moderate in the rest of the categories.

Commerce

The Commerce indicator for Murcia shows a value of 0.209 which implies a low regulation in this category puts Murcia in 3rd position among the 17 Autonomous Regions. By subcategories, Murcia shows some relatively low scores in the variables of large establishments, Licences and taxes while in discount retailers the level is relatively high. 

Education

The education indicator for Murcia reaches a value of 0.588 situating it in 7th place of all the Autonomous Regions and suggests a medium regulation activity in this sector. By subcategories, Murcia is 13th in result variables and 4th in direct regulation.

Environment

The environment indicator for Murcia suggests medium-low regulation with a score of 0.234 and occupies the 6th position in the ranking of this category among the Autonomous Regions. By subcategories, Murcia shows the 5th score in environmental laws and 7th in legal Instruments. 

Mobility

The mobility indicator for Murcia is 0.525 which puts it in 9th position among the Autonomous Regions. By subcategories, Murcia is placed in 11th place in Internal Migration while it places 5th in immigration and 3rd in immigration flow.

Health

The indicator of Health for Murcia has reached a value of 0.451 putting it in 2nd position and suggesting a low regulation in this sector. By subcategories, Murcia places 14th in the result indicators and 2nd in direct indicators.

Housing

Murcia’s housing indicator shows a value of 0.017 putting it in 3rd position and suggesting a low level of regulation in this sector.

PUBLIC SECTOR DIMENSION

Murcia is placed 11th in the Public Service Dimension Index with a value of 0.504 indicating a medium-high implication of the public sector in the economic activity in this Autonomous Region. This score is the consequence of obtaining relatively high scores in Fiscal Effort, Transfers/GDP, low in debt/GDP and moderate in the rest of the categories analysed.

Public Spending

This indicator shows that public spending in Madrid is equal to 14.92% of the region’s GDP. This is a medium-low value compared with the results obtained by other Autonomous Regions in the same indicator, putting it in 5th position of the 15 Common Regime Autonomous Regions. 

Fiscal Effort 

The Frank indicator shows a value of 0.44 which translates to a relative indicator value of 0.85. This is the penultimate score among the 15 Autonomous Regions examined which suggests that the cost to the taxpayer to finance the public spending is high compared with other regions. 

Public Debt

The ratio of public debt to GDP reaches 2.8%. This equals a value of 0.2 in this indicator situating it in a low position of all the Autonomous Regions (Murcia occupies the 2nd position in the ranking of this category among the 15 examined). 

Public Sector Employees

The percentage of Public Sector Employees in relation to the total working population in this Autonomous Region is 8.89%. This figure equates to a value of 0.24 in this indicator which puts Murcia in 4th place among the 15 Autonomous Regions analysed. 

Taxes

The result which this indicator shows for Murcia is 70,502.70€. The corresponding relative value of this figure within those obtained for this indicator is 0.86 placing it 10th among the Common Regime Autonomous Regions.
Transfers and Subsidies

The transfers and subsidies in this Autonomous Region represent 9.26% of its GDP equivalent to 0.76 in this indicator. This puts Murcia in 13th place in the classification of the Autonomous Regions.

NAVARRA

INDEXES

REGULATION

Position 12 of 17

BASIC DATA

Inhabitants: 600,646

Total surface area: 10,390 km2

GDP: 16,475 million €

Real GDP growth: 3.9%

GDP per capita: 27,856 €

Activity rate: 60.7%

Unemployment rate: 5.3%

GDP/Job: 49,019 €

Inflation rate: 2.9%

ECONOMIC FREEDOM

As previously mentioned, when elaborating the economic freedom index we have combined information from the Regulation Index and the Public Sector Dimension Index. Given that it was not possible to calculate the PSDI for Navarra no Index for Economic freedom is offered for this Region. 

REGULATION

The regulation index for the Region of Navarra is 0.482 which suggests medium-high regulatory activity putting it in 12th place among the 17 Autonomous Regions. This behaviour is due to the high scores obtained in Housing, Environment, although relatively low scores in Health, Commerce and Education.

Commerce

The Commerce indicator for Navarra shows a value of 0.256 which implies a medium-low regulation in this category puts Navarra in 5th position among the 17 Autonomous Regions. By subcategories, Navarra shows some relatively low scores in the variables of Licences establishments of discount retailers while the results obtained in large establishments, medium establishments, and taxes signal medium regulation.

Education

The education indicator for Navarra reaches a value of 0.489 putting it in 5th place of all the Autonomous Regions and suggests a medium-low regulation activity in this sector. By subcategories, Navarra is 4th in result variables and 6th in direct regulation.

Environment

The environment indicator for Navarra suggests medium-high regulation with a score of 0.427 and occupies the 13th position in the ranking of this category among the Autonomous Regions. By subcategories, although Navarra is 13th in environmental laws it is tied in penultimate place with other Autonomous Regions in legal Instruments. 

Mobility

The mobility indicator for Navarra is 0.451 which puts it in 8th position among the Autonomous Regions. By subcategories, Navarra occupies 4th and 5th in the Internal Migration variables while it places 10th in immigration and 11th in immigration flow.

Health

The indicator of Health for Navarra has reached a value of 0.259 putting it in 1st position and suggesting a low regulation in this sector. By subcategories, Navarra places 2nd in the result indicators and 1st in direct indicators.

Housing

Navarra’s housing indicator shows a value of 1.000 putting it in last position and suggesting a very high level of regulation in this sector.

REGION OF VALENCIA

INDEXES

ECONOMIC FREEDOM

Position 4 of 15

REGULATION

Position 2 of 17

PUBLIC SECTOR DIMENSION

Position 6 of 15

BASIC DATA

Inhabitants: 4,824,568

Total surface area: 23,255 km2

GDP: 95,588 million €

Real GDP growth: 3.9%

GDP per capita: 20,381 €

Activity rate: 60.13%

Unemployment rate: 8.76%

GDP/Job: 43,912 €

Inflation rate: 2.8%

ECONOMIC FREEDOM

The Region of Valencia finds itself in 4th place in the economic freedom index with a score of 0.313. This position suggests a medium-low level of public sector intervention in the economic activity of this region. This result is due to the low scores obtained in the regulation index and the Public Sector Dimension Index. 

REGULATION

The regulation index gives the Region of Valencia a score of 0.324 which means a low level of public sector regulation in the economic activity of this Autonomous Region and puts it in 2nd place in the classification of Autonomous Regions. This behaviour is a result of the low scores obtained in the majority of the categories analysed except Health (where it received a high score) and Environment (where it received a medium-high score).  

Commerce

The Commerce indicator for the Region of Valencia shows a value of 0.267 which implies a medium-low regulation in this category and the 6th position among the 17 Autonomous Regions. By subcategories, the Region of Valencia shows high scores in the variables of large establishments and taxes while the results obtained in the variables of Licences, Discount Retailers and Medium Establishments suggest a medium-low regulation. 

Education

The education indicator for the Region of Valencia reaches a value of 0.261, which is the lowest score of all the Autonomous Regions. This indicates low regulation activity by the State in this sector. By variables, the Region of Valencia is placed in 6th in the result variables and 1st in direct variables. 

Environment

The environment indicator for the Region of Valencia suggests medium-high regulation with a score of 0.405; occupying the 12th position in the ranking of this category among the Autonomous Regions. 

Mobility

The mobility indicator for the Region of Valencia is 0.300 putting it in 4th position among the Autonomous Regions. By subcategories, the Region of Valencia shows higher values in Internal Migration and somewhat lower scores in foreign immigration. 

Health

The indicator of Health for the Region of Valencia has reached 0.667 putting it in 14th position and suggesting a high regulation in this sector. The Region of Valencia comes in 10th position for result indicators while it is 13th for direct indicators. The variables which show the highest scores are those concerned with the requirements for setting up and running Health centres. 

Housing

The Region of Valencia’s housing indicator shows a value of 0.042 putting it in 4th position and suggesting a medium-low level of regulation in this sector.

PUBLIC SECTOR DIMENSION

The Region of Valencia comes 6th in the Public Service Dimension Index and has a value of 0.303. This indicates a medium implication of the public sector in the economic activity in this region. This score is fundamentally explained by low scores in the majority of the variables studied except in the ratio of debt/GDP in which area it showed the highest score.

Public Spending

This indicator shows that public spending in the Autonomous Region of Region of Valencia is equal to 12.52% of the region’s GDP. This is a low value compared with the results obtained by other Autonomous Regions in the same indicator, putting it in 3rd position of the 15 Common Regime Autonomous Regions. 
Fiscal Effort 

The Frank indicator shows a value of 0.35 which translates to a relative indicator value of 0.35. This is the 8th place score among the 15 Autonomous Regions examined which suggests that the cost to the taxpayer to finance the public spending is medium compared with other regions. 

Public Debt

The ratio of public debt to GDP reaches 11.5%. This equals a value of 1 in this indicator the highest of all the Autonomous Regions (the Region of Valencia occupies the last position in the ranking of this category among the 15 examined). 

Public Sector Employees

The percentage of Public Sector Employees in relation to the total working population in this Autonomous Region is 7.44%. This figure equates to a value of 0.05 in this indicator which puts the Region of Valencia in 3rd place among the 15 Autonomous Regions analysed. 

Taxes

The result which this indicator shows for Region of Valencia is 15,561.12€. The corresponding relative value of this figure within those obtained for this indicator is 0 placing it 1st among the Common Regime Autonomous Regions 

Transfers and Subsidies

The transfers and subsidies in this Autonomous Region represent 4.47% of its GDP equivalent to 0.15 in this indicator. This puts Region of Valencia in 3rd place in the classification of the Autonomous Regions.

LA RIOJA

INDEXES

ECONOMIC FREEDOM

Position 3 of 15

REGULATION

Position 6 of 17

PUBLIC SECTOR DIMENSION

Position 11 of 15

BASIC DATA

Inhabitants: 309,360

Total surface area: 5,045 km2

GDP: 7,143 million €

Real GDP growth: 3.6%

GDP per capita: 23,571€

Activity rate: 59.5%

Unemployment rate: 6.2%

GDP/Job: 46,781 €

Inflation rate: 4.1%

ECONOMIC FREEDOM

The economic freedom index in La Rioja has a value of 0.306 putting it in 3rd position among the Common Regime Autonomous Regions and implies a low level of public sector intervention in the economic activity of this region. This score is a true reflection of receiving medium-low values in both in the regulation index and in the Public Sector Dimension Index. 

REGULATION

La Rioja comes 6th in the regulation index with a score of 0.489. This implies a medium-low level of public sector regulation in the economic activity of this region. This score is fundamentally due to the average scores achieved in almost all the categories analysed except in Housing and Health where medium-high scores were achieved. 

Commerce

The Commerce indicator for La Rioja shows a value of 0.308 which implies average regulation in this category and the 8th position among the 17 Autonomous Regions. By subcategories, La Rioja shows medium scores in Licences, Discount retailers and medium establishments while the results obtained by large establishments and taxes signal a medium-high regulation. 

Education

The education indicator for La Rioja reaches a value of 0.685 putting it 9th of the Autonomous Regions and suggesting medium regulation in this sector. By subcategories, La Rioja is found in 8th place for result variables and 10th in direct variables. 

Environment

The environment indicator for La Rioja suggests low regulation scoring of 0.170. La Rioja occupies the 3rd place in the ranking of this category among the Autonomous Regions. 

Mobility

The mobility indicator for La Rioja is 0.369 putting it in 6th position among the Autonomous Regions. By subcategories, La Rioja is 8th in Internal Migration, while in 6th place in immigration and 5th in immigration flow. 

Health

The indicator of Health for La Rioja has reached 0.584 putting it in 11th position and suggesting a medium-high regulation in this sector. By subcategories, while La Rioja is 4th in result variables, it is 14th in direct variables. 

Housing

La Rioja’s housing indicator shows a value of 0.232 putting it in 11th (tied with Castilla y León) and suggesting a medium-high level of regulation. 

PUBLIC SECTOR DIMENSION

The Public Service Dimension Index places La Rioja 3rd among the Common Regime Autonomous Regions with a score of 0.22. This suggests a low involvement of the public sector in this region. This result is a consequence of the average scores obtained in the majority of the categories analysed and notable of its 1st place in the ratio of debt/GDP.

Public Spending

This indicator shows that public spending in the Autonomous Region of La Rioja is equal to 15.73% of the region’s GDP. This is a medium-low value compared with the results obtained by other Autonomous Regions in the same indicator, putting it in 6th position of the 15 Common Regime Autonomous Regions. 

Fiscal Effort 

The Frank indicator shows a value of 0.33 which translates to a relative indicator value of 0.25. This is the 6th score of all the 15 Autonomous Regions examined which suggests that the cost to the taxpayer to finance the public spending is low compared with other regions. 

Public Debt

The ratio of public debt to GDP reaches 2.6%. This equals a value of 0 in this indicator situating it in a low level within ensemble of the all the Autonomous Regions (La Rioja occupies the 1st position in the ranking of this category among the 15 examined). 

Public Sector Employees

The percentage of Public Sector Employees in relation to the total working population in this Autonomous Region is 10.62%. This figure equates to a value of 0.46 in this indicator which puts the La Rioja in 9th place among the 15 Autonomous Regions analysed. 

Taxes

The result which this indicator shows for La Rioja is 17,778.70€. The corresponding relative value of this figure within those obtained for this indicator is 0.03 placing it 3rd among the Common Regime Autonomous Regions. 

Transfers and Subsidies

The transfers and subsidies in this Autonomous Region represent 5.27% of its GDP equivalent to 0.25 in this indicator. This puts La Rioja in 5th place in the classification of the Autonomous Regions.
V. CONCLUSIONS

The first interesting result obtained through this research is the quantification of the differences which exist between the Autonomous Regions both in the regulatory policies and the public sector dimension as well as the assertion that these differences are relevant when analysing the economic activity carried out there. If we bear in mind that the process of decentralisation in Spain has only been in existence for less than 30 years, and that many of the transfers of powers from the Central Administration to the Autonomous Regions are mush more recent than that, the differences are very significant. All this indicates that they will continue to increase in the coming years. 

Without doubt, this process will have positive and negative consequences. On the positive side are the consequences of fiscal federalism itself and regulatory powers; while among the problems is the possibility of a split in the market unity, against which several industry sectors have demonstrated their worry. 

It is relevant to point out that the differences uncovered are greater in the public sector dimension index than in the regulation index. This fact is due, in part, to the fact that while in fiscal matters and public spending the Autonomous Regions have clearly defined powers, in regulatory matters they are subject to national and European rules and, in many cases, their role has been limited by the regulatory development.  Nevertheless, in terms of spending and public employment – and more recently in questions of income – the immediate objectives of the Autonomous governments have become clearer.

The use of flow variables together with others which reflect the situation at a specific moment allow us to see to what point the value of determined index is due to its starting point or the government policy over recent years. In this way it is possible to find, in some cases, significant differences between, for example, the position of an Autonomous Region in the variable number of public beds/total beds and the variable bed flow – which reflects the evolution of this variable between 2001 and 2006. If an Autonomous Region obtains a low value in the first and high in the second, the cause would be a low starting level of public intervention which has grown because of the government’s policy throughout the period measure in the flow variable. 

The results obtained show the existence of a clear correlation between economic liberty and income per capita. This type of correlation has been the subject of much analysis internationally, in which it has highlighted the positive effect of liberal economic policies in economic development. Our results can be interpreted as a confirmation of this idea; but it could also be argued that there is an inverse cause, in the sense that the economic development contributes to reduce the value of some of the indicators of the index. This is an important point which will be dealt with in future editions of this study.
Appendix: SOURCES
The sources that were used to collect data on each of the variables are listing on the tables below:

Index on Regulation
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Index on Public Sector
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� Professor of Economics, Complutense University of Madrid


¥  Professor of Economics, Complutense University of Madrid


� Full professor of Applied Economics, Complutense University of Madrid


� It is worth clarifying that, in the case of the Balearic islands, the commercial sector regulation is structured in a different way than the rest of the Autonomous Regions since, unlike the other Autonomous Regions, it does not adjust for parameters of floor area and population but rather it adopts the additional criteria of turnover of the establishment to differentiate between large and medium.  


� It is important to distinguish between flow variables and stock variables. In flow variables the initial value is zero and the end value is the accumulated total for the flow within the time period. 


� Source: “Panorama of Fiscal Autonomy” (2007) carried out by the Registro de Asesores Fiscales. This study by the RAEF through a series of simulations with a model of the nuclear family, offers a global and State perspective of the use of the regulatory powers by the Autonomous Regions in the main allocations granted summarising the observed tendencies in each tax and using comparative tables. The Panorama of Fiscal Autonomy compiles the regulatory developments carried out by the Autonomous Regions in Income Tax (IRPF), in Capital Gains Tax (IP), Inheritance tax (ISD) and tax on the Property Transfer Tax and Stamp Duty


� Economic Freedom Index





