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(EL Seeing through a screen darkly? The description and assessment

. of computer software in education are essential if teachers are to
- know which products to choose.
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EDUCATION

Teaching:

Software,

Hard

n most sectors of the economy the

progress of computer technology

has always been coupled with the
development of powerful and matching
software. But this has not been the
case in education. Why not? Although
there are a number of straightforward
reasons, such as the cost of designing
software packages and the resulting
narrowness of the market at present,
the real problem is far more com-
plex.

First, the aim of educational soft-
ware is to improve not only the
teaching but also the learning process.
Educational research has revealed how
to improve the teaching process and
thus how to design software of the
"drill-and-practice’ variety, tests and
certain types of simulation, and also
how to use professional software for
word processing, spreadsheets or
access to data bases—but for the
learning process, that stage has not
yet been reached. There is no doubt
that the cognitive sciences have pro-
vided a clearer understanding of the
active nature of this process, but no
one has yet perfected a methodology
which will allow the examination and
detailed explanation of how knowledge
is structured. So far, little is known
about how students learn or exactly
what they learn when they interact
with computer-based materials. Se-

Pierre Duguet is a specialist
technologies and ation at the (

Educational Res
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The advent of the
computer in the classroom
will very likely
revolutionise methods
both of teaching and
learning. Both difficulties
in assessing the quality of
software and in assuring
that teachers are trained
to use it threaten to brake
the speed of this advance.

cond, software must be adaptable to
the wide range of educational methods
and strategies used by teachers. The
variables in software developed for
educational purposes and the abilities
it requires are therefore quite different
from those which apply to software
designed for a known process such as,
for example, improving production in
industry, commerce or administra-
tion.

Choices

The problem is compounded by the
vast amount of educational software
available compared with the number of
textbooks, for the simple reason that a
piece of software usually concerns only
one aspect of the subject matter taught
at a given stage. It is estimated that
there are currently thousands of such
programs on the market in certain
OECD countries: over 10,000 in the
United States produced by over
900 firms,' and between 1,000 and
4,000 each in Australia, Canada,
France, Italy and the United Kingdom—
and these figures are increasing all the
time.

In addition to this, a teacher cannot
‘thumb through’ a computer program
(i.e., a diskette) as he would a text-
book, to get an idea of its content and
methodology. How can a teacher who
wants to use the computer as a
teaching aid select the products that
best suit his teaching requirements and
his students’ learning requirements?
When they are looking for information
about software, what teachers want to
know is whether a program corre-
sponds to what they require for their
curriculum, what its content and meth-
odology are, for what kind of students
it is designed, how much it costs,
whether any further hardware or soft-
ware is needed to use it, how they go

1. Power On: New Tools for Teaching and Learning,
Congress of the United States, Office of Technology
Assessment, US Gowvernment Printing Office,
Washington DC.



about previewing it and obtaining a
copy and, especially important,
whether it has been evaluated and by
whom. Teachers want to know the
answers to all these questions if they
are to use the software effectively. If
they do not, they are liable to become
discouraged after trying inappropriate
products brought to their attention by
commercial advertising, and are apt
totally to reject the computer as a
teaching aid.

The OECD countries, recognising
this situation, have set up—or are in the
process of setting up—software infor-
mation and evaluation centres. What
sort of information do these centres
provide and how do teachers have
access to it? The OECD Centre for
Educational Research and Innovation
(CERI) tried to find out, prompting
member countries to respond to the
results of its investigations during the
course of a seminar held at the OECD.2
To appreciate the full significance of
the five conclusions that emerged, it is
essential from both a technical and an
educational standpoint to differentiate
between the three different types of
information provided: a straightfor-
ward description of the software ("ob-
jective’), a review (‘subjective’) and a
fully fledged evaluation of the soft-
ware.

Five Conclusions
for Policy

First Conclusion. We cannot afford
not to provide teachers with a descrip-
tion and a review of teaching and
learning software. The technical de-
scription should give such information
as author, publisher, distributor, length
of software programme, cost, required
hardware, size of memory, screen,
medium (cassette or diskette), lan-
guage used, and the audio visual aids
and peripherals required, such as
mouse, light pen or joy stick. The

2. The General Report of this Seminar, prepared by
John Winship, Curtin University of Technology,
Western Australia, is scheduled for publication this
spring.

G. Tingaud/ OECD

pedagogical description should indi-
cate the subject, target audience, type
of program (tutorial, drill-and-practice,
test, simulation, exploration-discov-
ery, game), educational objectives, and
available support material. These de-
scriptions constitute the minimum
information the teacher requires.

One does not, after all, buy a car or a
seat at a theatre without having first
read the motoring correspondents’
comments or the reviews of the theatre
critics. Likewise, the teacher will get a
far better idea of a software program if,
in addition, he has some critical com-
ments to go on—comments not only on
the technical qualities of the program
(for example, reliability under normal
conditions, visual presentation, ease of
use, colour, quality of graphics and
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animation), but also on its educational
qualities (the effectiveness of the edu-
cational strategy adopted, for exam-
ple, as well as compatibility with cur-
riculum requirements and the degree of
student-machine interaction).

All the documentation centres
identified in the countries concerned
provide such a description and most of
them the type of critical commentary
referred to, together with a rating from
‘not recommended’ to ‘highly recom-
mended’, with some going as far as to
award a 'quality label’ to what they
consider to be the best programs. In
the United States, the Educational Pro-
ducts Information Exchange publishes
a catalogue of 11,000 programs of
which it has reviewed over 1,000,
while Microcomputer Software Infor-
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EDUCATION

mation for Teachers has a database
comprising 3,500 titles. In Canada,
the database of the Council of Minis-
ters of Education lists 1,600 titles and
York University over 3,000. In the
United Kingdom, the National Educa-
tional Resources Information Service
has reviewed some 2,000 programs
and Australia’s Curtin  University
1,200. And in France, the Ministry of
Education has published its ‘official’
catalogue of 700 selected programs as
part of its campaign ‘Informatique pour
tous’.

Second Conclusion. Opinions diverge
on the question of the feasibility and
value of an evaluation of educational
software. Evaluation, as opposed to
description or review, consists of an
in-depth analysis of the educational
value and content of the software and

the teaching/learning strategies
used.

Some consider evaluation to be
impossible, mainly because each
teacher has his or her own methods
and strategies, as does each student;
what is more, little is known about the
educational impact of the various
degrees of interactivity that can be
achieved with a computer. An evalua-
tion of a program in one particular
educational context is not therefore
transposable, especially since, in many
countries, curricula differ from school
to school or from region to region.

Others consider that evaluation is
both possible and desirable but that,
since it is time-consuming and expen-
sive, it should be confined to what are
considered to be the best programs. As
they see it, this evaluation process
involves doing genuine research which
could well help in the development of
prototypes or the further refinement of
the programs.

Lastly, there are some educational-
ists who think that evaluation is less

Table

1987

EDUCATIONAL SOFTWARE TITLES REVIEWED AND RECOMMENDED'

Subject

Comprehensive skills

Number
reviewed?

Percent
recommended?

Early learning/preschool

Logic/problem solving

All subjects

1,550

\pre ive ski 69 53 77
i 61 25 41

. 54 41 76

i in 58 44 76
ing 194 100 52
ial sci 102 73 72

915 59

All percentages rounded to nearest unit.

Source:

1. Based on evaluations of educational software from six US and two Canadian agencies.
2. Discrepancies may arise where some programmes are assigned to more than one subject group.
2

4. Combines nine subjects (agriculture, aviation, driver education, guidance, health, home economics,
industrial arts, library skills, and physical education), each with less than 35 programmes reviewed.

Office of Technology Assessment, Congress of the United States, Washington DC, 1987.
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important than classroom observation
of the effective use of software as part
of the curriculum, and that it can
provide a better idea of the impact of
the computer on learning. They would
even go so far as to say that there are
no such things as good or bad pro-
grams, but rather uses which are either
effective or inappropriate, teachers
who are either imaginative or unimagi-
native, and environments which are
either favourable or unfavourable.

Third Conclusion. Teachers neverthe-
less have to be able to select the right
software, which calls for prior training
in the educational uses of computers. If
they were given such training—and
what is on offer at the moment (only
one or two days’ basic instruction) is
completely inadequate—teachers
would be in a better position to choose
the right software.

Once they have short-listed a
number of possible programs either by
looking through catalogues and jour-
nals that both describe and review
them in some detail, by consulting their
colleagues (the "grapevine’ is often a
good source of information), through
teacher associations in their own parti-
cular field or by consulting electronic
data bases, teachers should preview
software before buying it. This they
can do either by paying a visit to a
software library (some member coun-
tries have a number of these regionally
and locally) or by telesoftware trans-
mission direct to the school—in other
words, using a microcomputer and a
modem to link up with the on-line data
service of the software library. Special
training is required to be able to use
this telesoftware system, but it is by
far the quickest and most convenient
method. (It is worth mentioning that
ingenuous security devices are used to
prevent unauthorised reproduction—for
example, the self-destruction of the



material on the diskette after it has
been used three times.) After this
previewing operation (which can last
several hours) a teacher will have a
good idea of how valuable a particular
program would be as an aid.

Fourth Conclusion. International co-
operation in circulating descriptions,
reviews and some of the evaluations of
software would be helpful. In view of
the cost of software review (fre-
quently, a programme is reviewed by
several experienced people, usually
teachers), it would certainly be worth-
while for member countries which are
developing data bases to pool their
information. This assumes some de-
gree of linguistic compatibility and,
accordingly, there has already been
some pooling of information between
English-speaking, French-speaking and
Scandinavian countries. Detailed com-
mentaries and some in-depth evalua-
tions are particularly important for
countries that have to rely on others
that are more advanced in software
production, either because they are not
big enough to justify the creation of a
home-based industry or because most
of their resources have gone into pur-
chasing microcomputers for schools. In
this case, before buying foreign soft-
ware programs, the best would have to
be picked out either for use virtually
unchanged (in subjects such as mathe-
matics) or for adaptation to suit the
social and cultural characteristics of
the country concerned.

Fifth Conclusion. The current prob-
lems of software review and evaluation
must be considered in the light of past

developments and what is likely to
happen in the future. In his opening
address to the OECD seminar, its
Chairman, Professor Jacques Heben-
streit, of the Ecole Supérieure d'Electri-
cité in Paris, emphasised the impor-
tance of ‘references to the past which
explain the present and references to
the future which allow us to put things
into perspective’. He reminded his
audience that twenty years ago, given
the state of the technology then, some
evaluators considered the drill-and-
practice type of software available at
the time as being of high quality,
whereas nowadays it is regarded as
very poor. The concept of software
quality is constantly changing as a
result of technological progress, which
has led to new uses of computers in
education, and the increasing number
of computers in schools, although it is
also a result of the advances made in
the cognitive sciences which are
opening up new perspectives in the
understanding of the effectiveness of
different teaching strategies.

It seems reasonable to predict that
in ten years’ time every student will
have his own pocket computer. That
will mean a radical change in the way
computers are used in schools, and
also in the software market, which
will develop into a mass market where
the best programs will sell by the
million. Ten years from now, hardly a
textbook will be published without an
accompanying set of diskettes con-
taining a wealth of examples, grad-
uated exercises, simulation activities,
relevant data bases, 'interactive con-
cept exploration” and hypothesis test-
ing, all organised and planned in
accordance with a teaching strategy
matching the content of the text-
book.

In conclusion, lessons can be learnt
from past experience with pocket cal-
culators. As with computers, they
were introduced into schools as a
result of a variety of outside pressures:
industrial, commercial, cultural, and
occasionally political. Because many of
the decision-makers and teachers had

EDUCATION

not kept abreast of the rapid techno-
logical developments taking place in
this market and were unaware of the
implications of the steep drop in cost
and widespread use of calculators
among the population as a whole, they
were caught off balance.

@.
d

One thing that must be borne in
mind is that the children entering
school today will still be in the compul-
sory education system in the
year 2000. Education is therefore right
in the middle of a period of transition
and the most radical changes are still
to come. As Professor Hebenstreit said
in his concluding remarks, "Probably
the wisest approach to adopt, there-
fore, would be to try to make a
reasonable prediction of what is likely
to happen and to make use of the
various areas which we can act upon
(teacher training, research, evaluation)
to prepare our education system to the
best of our ability for the inevitable
changes that lie ahead’. 2]

@® |nformation Technologies and Basic
Learning: Reading, Writing, Science
and Mathematics, 1987

@ New Information Technologies: A
Challenge for Education, 1986

@® The Introduction of Computers into
Schools: The Norwegian Experience,
1988; report available from the Centre for
Educational Research and Innovation
(CERI) of the OECD

® Microcomputers and Secondary
Teaching: Implications for Teacher
Education, Glasgow, 1987; report on the
international seminar organised by the
Scottish Education Department in co-
operation with OECD, available from CERL.
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The Energy
Impediment
to China’s Growth

Randolf Granzer
fre=—s———Se s e == nste= syl

This second of two articles on energy in centrally planned economies examines the energy
economy of the People’s Republic of China. China and the Soviet Union’
have still much in common, not only in their economic history but also in
a number of structural economic characteristics.
Both have a large domestic energy base, both are net energy exporters,
and both suffer from severe domestic energy shortages.

n both the Soviet Union and China
the energy sector absorbs an
abnormally large share—about
40%—of total industrial investment. By
comparison, in countries like Australia
and Canada, which in proportionate
terms have similarly large and export-
oriented energy sectors, the figure is
only 10 to 20%. The amounts invested
in Soviet and Chinese energy projects
obviously are not available for the
modernisation of the non-energy in-
dustrial sector and for expanded infra-
structure. Yet both countries are con-
strained to export energy because hard
foreign currency is required to finance
imports of some key products.
Energy shortages have been more
dramatic in China than in the Soviet
Union because over the last ten years
the Chinese economy has grown at
twice the rate of the USSR. China has
also been quicker than the Soviet
Union in adopting a policy of encour-
aging foreign investment in the energy

Randolf Granzer 15 a staff member of the International
Energy Agency (IEA) at the OECD. He covers energy
matters in non-m

nber countries, particularly in the

centrally planned economies.
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industry. And in spite of major disap-
pointments in the coal—and particularly
in the oil-sector, foreign investors
continue to see a high long-term poten-
tial in the Chinese energy market.
China's energy economy consists of
two parts: the traditional fuel economy
for 800 million peasants, who con-
sume about 30% of total energy avail-
able, mainly in the form of wood; and
the processed fuel economy for
250 million city dwellers and for Chi-
nese industry, using modern fuels such
as oil and coal products, natural gas
and electricity. Through large reforest-
ation projects and by improving the
efficiency of wood-burning stoves, the
government is trying to meet rural
energy demand as much as possible
with traditional fuels, thus reserving
more modern fuels for the growth
sectors of the economy (Table).

The Backbone
of Coal

Coal is the backbone of the Chinese
energy economy. The country has the
second largest accessible reserve of

bituminous coal in the world. With
71 billion tons, it ranks very closely
behind the Soviet Union (74 billion
tons). Coal provides 73% of China’s
total energy production, compared
with 21% in the Soviet Union and 27%
in the OECD countries.

For the foreign visitor the most
striking illustrations of China's coal-
based economy are the steam locomo-
tives which dominate the railway
traffic in most parts of the country; it
was decided only recently to stop
building new steam locomotives. Coal
will nonetheless remain crucial to the
economy because over 70% of thermal
electricity continues to be generated
by coal—a figure not too different from
that found in a number of OECD
countries.

Total annual investment in the coal
industry more than doubled from the
late 1970s (2.5 bn yuan) to the late
'80s (5.8 bn yuan per vyear, or
US$1.6 bn). Yet much of this increase

1. See Randolf Granzer, Perestroika in Energy: The
Soviet Union and Eastern Europe’, The OECD
Observer, No. 155, December 1988/January
1989.




is due to inflation.2 To accelerate the
growth of investment volume the
authorities started to turn to foreign
sources of capital as early as 1980. A
US energy firm has invested over
160m equity dollars in a giant strip
mine project at Antaibao in the North
Chinese province of Shanxi. Japanese
banks have granted loans of over $2.8
bn for nine large mining projects in
Northern China. The World Bank is
financing a new mine in Luan (Shanxi
Province) with a $126m loan.

The magnitude of the task has
damped short-term expectations. A
widening trade deficit has induced the
authorities to restrict large-scale im-
ports of equipment. Potential foreign
investors have been worried by news
that some of the Chinese contracts for
export of coal were not honoured
because of delays in domestic trans-
port. Between January and August
1988, for example, the Chinese Coal
Export Company had to pay $5m in
contractual penalties for delays in
delivery.

China’s coal equipment industry is
making good progress. Even fully
mechanised large-scale coal-mining
units are now produced inside the
country and replace foreign imports, a
development in line with the foremost
concern of the Chinese industrial pol-

The model for the nuclear power station being built at Daya Bay, near Hong Kong.

icy: the importing of know-how and
management skills is more cost-effec-
tive than the large-scale importing of
capital goods.

China’s railroad system is more
involved in energy transport (40% of
total railroad capacity) than that of any
other large coal-producing country,
including the Soviet Union, the United

Table

ENERGY PRODUCTION AND CONSUMPTION IN CHINA

Solid Fuels'

Oil

Hydro-

Gas Elactricity | Total

1980 347.5 106.0 12.1 16.8 482.4
1987 515.7 134.0 12.1 27.1 688.9
Annual Change % 5.8 3.4 0.0 Vi 5.2
1980 350.2 88.5 12.1 16.8 467.6
1987 510.2 102.9 12.1 27.1 652.3
Annual Change % 55 2.2 0.0 7.1 4.9

regular reporting systems.
2. Million tons of oil equivalent.

IEA World Energy Data base.

Source:

1. Includes 15% of all non-commercial fuels produced and consumed; the remainder is not covered by

10

States and India. But the overbur-
dening of the system causes coal
stocks to pile up at the mines, and
power stations run short of coal.

The Bottleneck
in Electricity

The most difficult bottleneck in
energy supply for Chinese industry as a
whole is that of electricity, ascribable
both to the congestion of coal trans-
port and to a lack of generating capa-
city. In 1987, according to official
Chinese sources, fully 256% of total
manufacturing capacity lay idle for
want of electricity.

From 1976 to 1980, power-genera-
tion and distribution projects absorbed
45% of all investment in energy. That
figure rose to 60% in 1986 (16 bn
yuan, of which 3 bn was in foreign
exchange). By 1988 growing inflation
(at an annual rate of 20%) forced the
freezing of most investment projects

2. Investment costs per ton of capacity rose from
111 yuan in 1982 to 128 yuan in 1985 and have
most likely risen further with accelerating inflation.
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M Coal
W oi
A Gas
Hydro-electricity
Nuclear (under construction)

AN ENERGY MAP OF CHINA

Sources: Chinese Ministry of Water Resources and Electric Power; World Bank; World Coal Industry Report and Directory.

o
Hong Kong

Shanghai

outside the central state budget. The
only major exceptions granted were for
power and transport projects.

Thermal, Nuclear
or Hydro?
Investments in power generation

face the difficult choice between ther-
mal, nuclear and hydro power plants.

Assumptions on future long-term
interest rates, fuel prices and environ-
mental impact are critical, and these
judgements are complicated in China
by the absence of market prices for
power equipment and fuels. According
to Chinese calculations, thermal power
is more expensive than hydro or
nuclear power, even if one ignores
environmental and transportation

costs. But thermal stations can be built
in about three years, as opposed to
seven to ten years for hydro and
nuclear plants, and they require smaller
initial outlays of capital.

China has the largest natural hydro
power potential in the world. Of this
potential, 380 Gigawatt (GW), the
rough equivalent of the total hydro
generation capacity installed in the

11



OECD region, could be used economi-
cally, i.e., in power plants big enough
and close enough to consumers. At
present, less than 10% of this eco-
nomic potential is used.

China’'s nuclear activities are still
confined to military installations, al-
though two civilian nuclear power sta-
tions are now being built. Chinese
energy policy regards nuclear elec-
tricity as the power of the future, the
hope being that by the time domestic
technological capabilities allow sta-
tions to be built on a large scale, new
technologies will reduce costs and
increase safety. One of the two plants
presently under construction is the
300 GW Qinshan plant near Shanghai
on which work began in 1986. It was
intended to be the first purely Chinese-
made installation of its type, but to
shorten construction delays and start
operations soon after 1990, foreign
equipment has been used as well. The
second nuclear plant under construc-
tion is much bigger (1800 GW) and is
located near the Hong Kong border at
Daya Bay; it was started in 1987 with
French and British loans, resulting in
imports of equipment and services
from those two countries worth
$1.8 bn.

Small-scale
Energy Production

Energy industries are, as a rule,
usually very capital-intensive, so that
important economies of scale can be
achieved with very large units of pro-
duction. But the situation can be dif-
ferent in a developing country where
big energy projects imply extensive
infrastructure costs in transportation
and where labour is cheap. These
conditions are met for some of the
coal-mining and hydro-electricity pro-
jects in China, and in both activities
small-scale production has success-
fully been developed.

In 1982 the central government first
permitted small, local coal mines to be
run by private owners or co-operatives
and their output to be sold at free

12

LIBERALISATION:
HOW MUCH, HOW FAST?

Until recently China had separate
ministries for oil, coal, electricity and
nuclear electricity—a system adopted
from the Soviets in the early 1950s.
Each ministry had to implement the
targets of the State Planning Commis-
sion, not only by formulating guidelines
and policies but also through everyday
management of all regional and local
production units. To do so, they
received funds from the budgetary
authorities, to whom all operating sur-
pluses had to be returned. In April 1988
the specialised fuel ministries were
replaced by a single energy ministry.
Energy production and distribution is
now in the hands of separate govern-
ment-owned companies. Plan targets
still exist. But the necessary investment
requirements are met as much as pos-
sible directly from operating surpluses
and outside loans. 4,500 employees, or
90% of the staff of the former special-
ised ministries, have been transferred to
the new companies.

The optimal speed of liberalisation is
obviously hard to determine. Seven of
the independent companies that were
created immediately started to com-
pete with one another in the coal export
business, benefiting from artificially low
domestic prices. And so, to ensure a
minimum supply for the domestic econ-
omy, coal exports then had again to be
brought under the control of a reconsti-
tuted coal export monopoly.

prices on local markets. Since then the
number of such mines has tripled, to
the present 65,000, currently em-
ploying an estimated 10 million
people; their share in total coal produc-
tion rose from 22% in 1982 to 32% in
1985. But productivity is low, and so is
work safety (65 deaths per 10 million
metric tons (Mmt) of coal produced,
which compares ill with 24 deaths per
10 Mmt in the big state-owned mines,
and 0.8 to 0.4 deaths per 10 Mmt in
OECD countries, with the exception of
Turkey).

The development of small hydro
power stations has been successful
because they can be built with rela-
tively simple technology, and because
labour forms a large part of the con-
struction costs. They can be built close
to small-scale industrial consumers,
thus avoiding expensive distribution
systems. The 63,000 stations of
25 Megawatts or less presently in
place generate 29 Terawatt hours
(Twh) per year, or 29% of total hydro-
electricity.

Prospects for
Oil and Gas?

Natural gas is rather scarce in China:
with 13 billion cubic metres per year, it
forms only 2.1% of total Chinese
energy output. China holds no more
than 1% of total known world
reserves, and prospects for new finds
are uncertain.

Known oil reserves are larger, and
the western part of the country in
particular is thought to have potentially
large reserves. At 2.7 million barrels
per day of output (135 million tons per
year), China is one of the world’'s more
important oil producers, ranking
roughly with the United Kingdom, Iraq,
Iran or Mexico.

The share of oil in total Chinese
exports fell from 26% in 1985 to 10%
in 1987. Thanks to a large increase in
exports of manufactured goods, non-
energy exports were able to make up
for some lost energy income. This
allowed China to divert oil from the
export market to the domestic market,
where it was urgently required. Thus
the share of the volume of exported oil
in total oil availability has dropped from
arecord 29%in 1985t022% in 1988.
And even if domestic production meets
its growth target of 4 million barrels a
day (mbd) by the year 2000, the
Chinese economy, assuming continued
high growth, will probably absorb all of
it. Oil exports would thus continue to
decline, and they could eventually stop
altogether.

China’s most convenient and profit-
able oilfields are in the north-east of
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the country, near the industrial
centres. Offshore production opportu-
nities along the entire coastline began
to look attractive after the two major
oil price increases of the 1970s. In this
atmosphere, and in view of the higher
offshore risk factors and the more
advanced technology that exploration
requires, foreign oil companies were
invited to participate on a large scale.
Since 1982 they have invested over
$2 bn in these offshore areas—but with
relatively little success. They are now

pinning their hopes on obtaining access
to one of the last oil frontier areas of
the globe, the large desert land in
western and north-western China. But
so far no foreign oil company has been
permitted to begin drilling there.

Energy Saving
L]
and Energy Prices
From 1980 to 1988 China achieved

an impressive degree of energy saving.
Energy intensity of the economy

ENERGY

e w st

dropped from 1.50 tons of oil equi-
valent per $1,000 of GDP to
1.10 tons.? Yet these savings were
not enough to avoid shortages; further
savings will help stimulate more eco-
nomic growth.

China faces a major task in
attempting to meet its planned annual
target of 7% economic growth up to
2000, based upon an annual energy
consumption increase of only 3—4%

3. For a definition of energy intensity, see Randolf
Granzer, loc. cit.

The hydro-electric solution: energy on a small scale, using relatively simple technology which demands labour rather than capital.

The OECD OBSERVER 157 Apni-May 1989
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Since the liberalisation of small-scale mining in 1982, the number of small, local mines has
tripled, to the current total of 65,000.

Success would bring energy intensity
down to 0.74 tons of oil equivalent per
$1,000 of GDP, still high compared to
OECD standards (0.43 tons in 1987).
But for a developing economy like
China it would constitute a major
achievement. Measures to conserve
energy so far adopted have been
mostly administrative in nature, in-
cluding stiff penalties for consumption
above established quotas. It remains to
be seen whether steps such as these
will be sufficient to achieve the energy
savings target set for the year 2000.

Government-controlled energy
prices are heavily subsidised. Abolition
of these subsidies and the resulting
higher energy prices would be a power-
ful stimulus for energy saving. But
concern about inflation has made the
government very cautious about any
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kind of price rise. An exception is found
in the electricity sector, where the lack
of investment funds is particularly dra-
matic. On 1 January 1988 the average
retail price of electricity was raised
from 0.066 yuan/kwh to
0.09 yuan/kwh ($0.018/kwh to
$0.024 /kwh). *

The Burden
on the Environment

A survey carried out in 1988 shows
that the air in Beijing (Peking) is 16
times more polluted than that of New
York. In 1986 960 million yuan, or
0.1% of GDP, was spent on various

4. See Ferenc Juhasz and David Juckes, 'Culti-
vating the Environment’, The OECD Observer, No.
155, December 1988 /January 1989.

Thomas/Sygma

ENERG

waste gas treatments. The polluter-
pays principle* is enforced to some
extent: in 1986 more than 1 bn yuan
were collected in fees and penalties for
treatment of gaseous, liquid and solid
waste.

In 1986 China produced some 12
million tons of sulphur oxide (SO,),
which is 20 kg of sulphur oxide for each
ton of oil equivalent burnt. This figure
compares unfavourably with 2.2 mil-
lion tons in Germany (or 9 kg per ton of
oil equivalent burnt) and 21.5 million
tons in the United States in 1985 (or
13 kg per ton of oil equivalent burnt).
OECD countries may increase their
energy consumption by some 1-2%
per year up to the year 2000. So with
the 3—4% minimum increase expected
for China her share of world-wide SO,
pollution probably will increase sub-
stantially.

ao

The more China is industrialised, the
more energy will be at the centre of
problems with economic growth. Two
major avenues offer solutions:
® the rapid development of domestic
expertise in energy technology and
energy management, and particularly
energy saving
® yet more reliance on foreign inves-
tors.

The first route is safer and cheaper
than the second but, unfortunately,
much slower. How much progress can
be made on it will be the real test for
Chinese energy policy. ]
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What Financial Policies
or Development?

he improvement of financial pol-

icies can contribute to develop-

ment in two ways: by enhancing
the supply of savings and by encour-
aging more efficient use of capital and
other factors of production. Raising
interest rates can, for instance, boost
the savings rate or reverse capital
flight, and hence enlarge the supply of
capital available for investment and
lead to higher output. Capital-market
policies can be instrumental in chan-
nelling the available supply of capital
towards more efficient uses and thus
coax maximum output out of all factors
of production.

In many developing countries, the
system of financial intermediation that
transfers the savings of households
and enterprises to potential investors is
inefficient. Capital markets are geogra-
phically fragmented and money-
lenders operate side by side with com-
mercial banks, each with their own
restricted clientele. The natural weak-

Jacques Polak is Senior Adviser to the OECD Devel-

after working at the International

Centre
Monetary Fund as Director of its Research Depart
ment and subsequently as a member of its Executive

Board
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How well is capital for
investment projects allocated
in developing countries?
Have international financial
policies since the Second
World War aided or impeded
economic development? And
what have been the roles of
the World Bank and
International Monetary Fund
in extending additional
credit? A recent OECD
study’ examines these
questions and proposes a
practicable solution to the
debt problem.

nesses of these markets are often
compounded by government regula-
tions imposing low, frequently nega-
tive, real interest rates on bank depo-
sits and by inflationary policies that
further discourage savers from en-
trusting capital to the banking system.
These make for highly inefficient link-
ages between the supply of savings
and the demand for investment and,
consequently, for low growth rates.

Theoretical analysis—confirmed by
cross-country correlation calcula-
tions—suggest the high cost of poor
financial policies: interest rates set 5
percentage points below equilibrium
levels may cost as much in terms of
growth as a savings increase of 5% of
GDP would contribute to it.

In light of this evidence one would
hope that international organisations
such as the World Bank and the
International Monetary Fund (IMF)
would put considerable emphasis on
the adoption of realistic interest rates,
in particular in countries borrowing
from them. But until recently, at least,
neither organisation appears to have
been sufficiently insistent on this
point.

Investment
from Domestic Savings

In almost all developing countries
outside sub-Saharan Africa, domestic
savings are the dominant determinant
of investment. Thus India and China

1 Financial Policies and Development, Develop-
ment Centre, OECD Publications, Paris, 1989,
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Heavy debt means low growth, since domestic capital is not available for local investment.

save and invest much higher propor-
tions of GDP than, for example, Paki-
stan. Differences among countries in
savings rates defy conventional
wisdom that these rates are a function
of per capita incomes: savings rates
have for decades been high in poor
countries in Asia, including India and
China, and low in such relatively
advanced Latin American countries as
Chile and Uruguay.

Not all national savings make their
way into investment. Two main drains
on savings are government current
deficits and capital exports. Excessive

16

government deficits in many devel-
oping countries, facilitated by the easy
supply of foreign loans in the 1970s,
were among the important causes of
the debt crisis in the 1980s. The debt
crisis in turn made it far more difficult
for countries to restore their budgetary
positions as interest rates soared and
inflation raised havoc with tax collec-
tion. Yet control over government defi-
cits is indispensable for these countries
to regain control over their balances of
payments.

Lack of capital in developing coun-
tries presents a clear economic justifi-

C. Thege

cation for inward movements of private
and official capital (including aid). Yet
owners of capital in these countries
often have strong incentives to place it
abroad because of the underdevelop-
ment of local capital markets and tax
considerations. These general in-
fluences can be strongly reinforced
when governments enforce low
domestic interest rates and maintain
the national currency at too high a
value, causing expectations of ex-
change-rate losses on capital kept in
the country. In these circumstances, it
becomes impossible to prevent capital
flight, which robs national investment
of potential resources produced by
both national savings and foreign
loans. Capital flight from developing
countries is by no means a new phe-
nomenon, but it became particularly
acute in some countries in the last ten
years as both a cause and an effect of
the severity of the debt crisis.

As long as the major banks in the
industrial countries were inundated
with deposits from the petroleum
exporting countries, developing coun-
tries could maintain investment and
growth in spite of lax government
finance or capital flight, as financing for
these spillages of national wealth could
be found abroad. The debt crisis put an
end to these easy options. In the
1980s the surpluses of the oil
exporters turned into deficits, and the
largest industrial country, the United
States, began to draw savings from the
rest of the world through current-
account deficits in amounts that
exceeded the peak-rate absorption of
about $100 billion in 1981 by all
capital-importing developing countries
combined.

Gaps in the Supply
of Capital

Most developing countries, their
creditworthiness impaired by heavy
debt, high interest rates and slumping
exports, found it increasingly difficult
to attract new loans or to roll over past
ones. The resulting gaps in the supply
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of capital were only very partially offset
by capital from other sources. Thus,
while foreign aid flows to the low-
income countries were maintained,
official export credits declined as credi-
tors limited their exposure. Direct
investment provided no solution either:
many potential foreign investors dis-
played the same distaste as national
owners of capital for keeping their
money in countries that were not
creditworthy. This did not prevent
foreign firms from acquiring interests in
many developing countries through a
wide variety of ‘new forms of direct
investment’ that had been developed
in the preceding decades.

The radical changes in world finan-
cial markets in the last 15 years had a
profound influence on the functioning
of the International Monetary Fund and
the World Bank, both of which had
been created at the end of World War [l
to safeguard the international mone-
tary system and promote economic
development. Of the two organisa-
tions, the IMF had from its inception
been the most active in promoting
sound macro-economic policies among
its developed as well as developing
members. To support member coun-
tries that followed such policies, it
extended balance-of-payment credits.
While individual credits were typically
repayable within five vyears, the
amounts outstanding to developing
countries showed a sharply rising trend
until 1984—85; net repayments since
then have reduced the outstanding
debt by 20%.

Different Types
of Loans

In its first two decades of opera-
tions, the World Bank lent overwhelm-
ingly for the financing of infrastructure,
and its policy conditions related to the
particulars of a project or at best the
sector in which the project fitted. But
the increasing realisation in the Bank
and elsewhere of the importance of
correct macro-policies for develop-
ment and declining interest by member

The OECD OBSERVER 157 April-May 1989
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Massive infrastructure projects may not
provide the solutions the developing
countries reguire.

countries in large infrastructure pro-
jects has shifted an important part of
Bank lending in the 1980s towards
‘policy loans’. These are typically for
large amounts, intended to be dis-
bursed quickly and to support broad
economic policies for the economy as a
whole (Structural Adjustment Loans)
or major economic sectors (Sectoral
Adjustment Loans). These loans
brought the Bank’s concerns with the
policies of borrowing members closer
to those of the Fund.

At the same time, the Fund’'s acti-
vities moved closer to those of the
Bank. The Fund increasingly concerned
itself with supply-side policies; it leng-
thened the terms of some of its credits
to ten years and, more recently, found
ways to charge only a nominal interest
rate (2%, the same rate as the Inter-
national Development Association of
the World Bank) on its credits to
low-income countries. Loans to these
countries by the two institutions are
now co-ordinated by means of joint
policy frameworks.

P. Rimmerfors
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To meet the debt crisis, the Fund
since 1982 and the Bank since 1985
expanded their lending enormously to
countries whose other sources of
credit had to a large extent dried up. As
a counterpart to this expansion, the
two institutions encouraged borrowers
to adopt more growth-orientated poli-
cies and the commercial banks and
others to respond by renewed lending.
Recent concerns for the quality of their
own loan portfolios has made the Bank
and Fund focus on possible limits to the
credit they can extend, in particular to
countries in which the commercial
banks prove increasingly reluctant to
extend their exposure.

The Vicious Circle
of Debt and Low Growth

In latter years there has been an
increased awareness of the interrela-
tions between debt and the resumption
of growth. The linkages run in both
directions. A period of satisfactory
growth will make a given amount of
indebtedness far more bearable in
terms of GNP or exports. But unless a
solution is found to the debt problem,
growth rates may remain low as little
capital is available for investment and
its cost remains prohibitive for many
potential users.

This vicious circle can be broken by a
combination of actions in debtor and
creditor countries. For debtors, the
emphasis falls on budgetary policies
that raise the proportion of total output
available for investment and a wide
range of financial and other policies
that increase productivity of labour,
capital and entrepreneurship. The cre-
ditor countries can make a major con-
tribution by fostering a world economic
climate that encourages demand for
the products of the developing coun-
tries. Export growth is a particularly
dynamic contributor to GNP growth,
both because it radiates income
through the economy and because it
provides foreign exchange that permits
more liberal imports. Growth in the
developing world thus requires from
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tackle the debt burden.

industrial countries both vigorous
growth and the avoidance of protec-
tionism. The same end is promoted by
a lower real interest rate in world
financial markets and the dismantling
of agricultural policies that drive down
the prices of primary products of major
importance in the exports of devel-
oping countries.

Given proper internal policies and
favourable conditions abroad, many of
the middle-income developing coun-
tries should be able to overcome the
effects of the debt crisis by a combina-
tion of growth, adjustment and rela-
tively modest capital inflows. But this
model does not fit all of these coun-
tries, nor does it fit many of the
low-income countries with large debts,
in particular those in Africa. Debt relief
or debt reduction (not mere reschedul-
ing) therefore has to be considered.

Over the last five years, many pro-
posals have been made for generalised
debt schemes under which some inter-
national agency would buy foreign
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Folicies to promote productivity growth could do

much to help developing countries

claims from the banks and reduce the
service by debtors. These schemes are
questionable on their merits but, in any
event, they are well beyond the realm
of what would be politically or finan-
cially feasible. The major economic
powers have made it clear that they are
not prepared to fund schemes that
would transfer risks undertaken by the
banks either to international institu-
tions or to creditor governments.

From Debt
to Discounted Investment

As it became clear that there was no
quick answer to the debt crisis, banks
began to offer claims on developing
countries at highly discounted prices.
These claims were bought by foreign
investors to make direct investments,
buy equity portfolios or acquire other
assets in the debtor countries at what
was in effect a preferential exchange
rate. While of interest to the banks
who thus regained at least some of the

1. Masser/World Bank

credit they were owed, these debt-
equity swaps were of less obvious
benefit to the debtor countries. For
them these swaps amounted merely to
the exchange of one liability for
another, or for valuable domestic
assets. The best use that the debtor
country can make of the willingness of
banks to sell claims at a large discount
would be to buy back some of the debt
cheaply, within the limits set by its
payments position and its ability to
borrow. Even if a country’s purchases
of its own debt at a discount do not
make a large dent in the amount of its
outstanding indebtedness, they de-
monstrate clearly that the debtor con-
siders the debt underpriced and is
expecting the discount to decline as its
position improves. Thus the purchases
provide the best possible evidence that
the debtor intends to stick to policies
that will lead to the restoration of its
creditworthiness.

To raise the probability of a satisfac-
tory solution to debt problems and
encourage debtors to pursue adjust-
ment, the banks should do more than
sell off part of their claims at a dis-
count. They should take the initiative
and commit themselves, for a specified
number of years ahead, to make annual
new loans to any highly indebted
country provided it continues to pursue
a satisfactory programme of adjust-
ment. Alternatively, a bank could
commit itself to capitalise each year
part of the interest due. Such commit-
ments by creditor banks, which might
be for an amount equal to half the
annual interest payments, would pro-
vide debtor countries with a much-
needed incentive to stick to the
required adjustment policies and would
go far towards resolving the debt crisis
for these countries.

But even if the banks were willing to
entertain such a policy, it cannot be
assumed that all debtors would in the
end recover creditworthiness and that
the banks’ provisions against losses
would prove to have been unneces-
sary. Some of the highly-indebted
middle-income countries may not be
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Moving the mountain? Growth in developing countries requires from the industrialised
world the rejection of protectionist policies—not least in agricultural markets—which drive
down the prices of exports of primary products.
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willing or able to persevere in the
adjustment policies that are required,
and the banks may in the end lose a
large part of their claims on these
countries.

A different approach is necessary to
resolve the debt crisis of the low-
income countries with high debts,
most of which are in sub-Saharan
Africa. For these countries a bold
generalised approach will be required,
with a sharply curtailed debt service
replacing the current annual Paris Club
rescheduling rounds.

oo

Six years of debt crisis have made it
clear that no country will, for long,
perform debt service beyond the limits
of what it considers compatible with its
best chances for growth in the long
run. But the choices countries face are
often far from clear—and the same
applies to the choices creditors have to
make. Debtor countries, creditor banks
and creditor governments require time
and experience to arrive at correct
appraisals as to where their best inter-
ests lie. That is why the process of
decision-making and negotiation has
already taken an inordinate number of
years. The process has entailed large
costs to the indebted countries—un-
necessary costs that are superimposed
on the unavoidable costs of adjust-
ment. Public policy requires that every
effort be made to bring this process to
an early and satisfactory conclusion.m

@ Geographical Distribution of
Financial Flows to Developing
Countries, 1989

® Banks and Specialised Financial
Intermediaries in Development, 1986

@ International Banks and Financial
Markets in Developing Countries, 1984,
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orld Debt Counts
A $1,300,000,000,000
Statistical Assignment

n 1980, the year that may be

taken as a starting point, the only

figures on external debt available
on a regular and systematic basis were
those reported to the World Bank by
some 80 developing countries. They
concerned claims on public or publicly
guaranteed borrowers. And although
today 110 countries,! accounting for
about 95% of the total debt of the
developing world, report to the World
Bank, few of them provide information
on the amount of non-guaranteed pri-
vate claims and short-term debt (with
an initial maturity of less than one
year). Furthermore, some debtor coun-
tries still do not have a modern statis-
tical service; as a result the data they
report may either have gaps or be
compiled a long time after the period to
which they refer.

For both these reasons a data base
parallel to that of the World Bank was
called for. In 1980 there were several
potential sources of information
forit:

@ first, the Bank for International Set-
tlements (BIS). Since 1974 it has
published quarterly data on bank
claims, broken down by debtor coun-
try, of its reporting countries, which
together account for the bulk of world
banking activity. Its data on banks’

20

Bevan B. Stein

How does one ascertain the
external debt of a country
and the burden it
represents? And how are
the figures compiled on
which knowledge of a
country’s debt is based?
Work at the OECD on a
tangled web of data on
international loans and
credits has shown the way
to a reliable set of statistics.

claims distinguish between their claims
on banks and on non-bank borrowers
in other countries, as well as between
total claims in national and foreign
currencies

® second, the OECD. Since the early
1970s it has operated the Creditor
Reporting System (CRS), in which each
country reports the claims of its official
sector on each developing country, and
the extension of guaranteed export
credits to every country in the world.
As with the BIS, the reporting countries
account for the major part of world
activity in the areas covered by
the CRS

Bevan Stein is Head of the Statistical Systems
Division of OECD Development Co-operation Directo-
rate.

® third, the OECD Development As-
sistance Committee (DAC), in which
development co-operation policies are
examined. The DAC receives from each
member country (18 in all2) and the
EEC an annual statement of its total
flow of funds to developing countries.
Included in the total flows are grants,
which do not create any debt, and
investment, which does not create a
contractually repayable claim. The
remaining component, information on
loans and credits, can be usefully
collated with the BIS and CRS data and
helps to fill in gaps. For example, the
amount of new lending, less repay-
ments received, gives the increase in
debt, just as the increase reflects,
other things being equal, the difference
between new lending and repayments
received on earlier loans.

Refining
the Raw Data

The data available at the time on the
sources of credit could not be used in
their raw state, for the following rea-
sons. First, they could not be disclosed
outside the organisation responsible’
for collecting them without the prior
authorisation of its governing body,
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which meant in practice that neither
the BIS nor the OECD could have
access to the data of the other organ-
isation without the approval of each
reporting country. Second, there was a
major technical difficulty: the export
credits granted by banks were included
indistinguishably in both the bank data
reported to the BIS and the guaranteed
export credits reported to the OECD.
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The raw data from one organisation
could thus not be used in conjunction
with data from the other; for this, one
of the organisations had to modify its
reporting system so that the duplica-
tion could be identified and removed,
thus making it possible to combine the
two sets of data. The OECD undertook
to make the necessary breakdown of
export credits. Two years later the

P. Rimmerfors
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export credit guarantee agencies,
which supply the data on export cre-
dits, had introduced procedures for
identifying bank lending within the
total volume of guaranteed credits.
With this advance, the problem of
double counting was resolved.

Once this final link in the reporting
chain had been forged, bank data could
at last be combined with data on
export credit guarantees. The first
issue of the semi-annual report pre-
pared jointly by the BIS and the OECD
showing bank claims and the claims of
non-bank exporters—with no double
counting—was published in June 1983.
The report covered 145 countries and
other territories. It is still the most
reliable, and most rapidly available,3
source of statistics on the categories of
debt that it covers—which alone
account for over 50% of the total debt
of developing countries.

The OECD/BIS report does not
include the following claims:

@ official development assistance
lending

@® loans by multilateral organisations
(e.g., the World Bank)

@ claims held by countries that are not
members of the OECD.

Information on the first two categories
is reported to the DAC either in aggre-
gate form or via the CRS. Moreover,
many non-DAC members report to the
DAC on their aid to developing coun-
tries, so that, once all these figures are
added to the OECD /BIS nucleus, infor-
mation from creditor sources covers an
extremely high share—in some cases as
much as 99%—of each debtor coun-
try's total debt.

Some gaps still remained. Most of
them have now been filled as a result of
close co-operation between the World
Bank, the BIS, the IMF and the OECD,

1. World Debt Tables, published annually by the
World Bank.

2. Australia, Austria, Belgium, Canada, Denmark,
Finland, France, Germany, Ireland, Italy, Japan, the
Netherlands, New Zealand, Norway, Sweden, Swit-
zerland, United Kingdom, United States.

3. Six or seven months after the period to which
they refer.
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each of which supplies the other organ-
isations, subject to requirements of
confidentiality, with valuable addi-
tional information. The data collected
by each organisation is limited to spe-
cific categories of a country’s debt, and
never covers all of it. This co-operation
was institutionalised in 1984 with the
establishment of the International
Working Group on External Debt Sta-
tistics, comprising the four organisa-
tions and the Berne Union (whose
membership comprises the export
credit guarantee agencies). The Group,
which aims to improve the evaluation
of external debt and its components,
meets regularly at the headquarters of
one of the member organisations. Its
first report, entitled External Debt:
Definition, Statistical Coverage and
Methodology, was published in
1988.

Agreement
on Definition

That the word "definition” in the title
has no 's’ at the end is an achievement
in itself: it reflects the existence of an
internationally agreed definition as to
what constitutes a country’s external
indebtedness. The report also exam-
ines the link between debt statistics
and balance-of-payments and national
accounts statistics, and describes the
statistics compiled by each organisa-
tion.

The OECD has already amended
some of its own definitions to bring
them into line with the international
definition. In doing so, it has improved
the comparability of its figures with
those of the other organisations which
also publish comprehensive debt sta-
tistics.

Even so, the coverage of the data
published by individual organisations
differs in many respects and will con-
tinue to do so. First, geographical
coverage: the World Bank publishes
data on 110 debtor countries, the
OECD on 145. More importantly, the
evaluation of a particular country’s
external debt will inevitably differ
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depending on whether it is made by the
country itself or on the basis of data
supplied by creditor countries. Neither
approach is necessarily better or
worse—it is just different. A debtor
country may know how much debt it
has in certain categories which are not
reported by any creditor countries (in
this case, the World Bank data usefully
supplement those of the OECD). Simi-
larly, there are many categories of debt
for which information is provided by
creditor countries, whereas the debtor
country concerned may not even be
aware that a debt exists (so that the
OECD data usefully supplement those
of the World Bank).

Two examples will illustrate the
nature of this complementarity. Debtor
countries include in their reports to the
World Bank amounts they owe to
creditor countries that report neither to
the OECD nor to the BIS—for example,
outstanding loans from the USSR,
China or even another developing
country. In the opposite direction, the
export credit data reported to the
QECD vyield figures for a large com-
ponent of each debtor country’s un-
guaranteed private sector debt which
may be unknown to the authorities.

In short, most gaps in the coverage
of the data collected by an organisation
can be filled by recourse to data from
one of the others. But within the same
overall debt coverage, the categories
of debt that debtors recognise differ
from those used in the statistics com-
piled from creditor sources. Because of
these differences in categorisation, the
analyst will sometimes do best to use
the statistics supplied by the debtor
country, and sometimes those sup-
plied by creditors; which he choses
depends on the use to which the
figures are to be put.

But he should not expect to see the
same total for any one country, for a
number of reasons. The creditor may
record some claims at their current
value, or even remove some claims
from his records after writing them
off, whereas the debtor will continue
to record them at their face value.

Or, following a debt resched-
uling, the debtor country may imme-
diately consider that the structure of its
debt has been modified, whereas cre-
ditors will report the change only after
they have signed a bilateral agreement
|giving the arrangements legal effect.
Lastly, because of fluctuations in
exchange rates, the estimate based on
national currency data by the debtor
country of the dollar value of its debt
will differ from the dollar estimate
obtained by converting the various
currencies in which are denominated
the claims reported by the creditor
countries.

oo

In sum, the task of the compiler of
statistics on external indebtedness is
beset with difficulties, some—but far
from all—of which have been identified
here. What is quite clear is that, when
interpreting the statistics presented in
a debt publication, itis essential to take
due account of the methods used to
compile them in the first place. |

@ Statistics on External Indebtedness:
Bank and Trade-related Non-bank
External Claims on Individual
Borrowing Countries and Territories,
published by BIS/OECD; latest issue:
January 1989 (semi-annual)

@® Financing and External Debt of
Developing Countries, next issue:
Spring 1989 (annual)

® Geographical Distribution of
Financial Flows to Developing
Countries: Disbursements,
Commitments, Economic Indicators—
1984/1987, Paris 1989 (annual)

@ External Debt: Definition, Statistical
Coverage and Methodology, 1988

® External Debt Statistics: The Debt
and Other External Liabilities of
Developing, CMEA and Certain Other
Countries and Territories, December
1988 (annual).
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Zil awaits export to Iraq.

Over the past two decades traditional forms of foreign direct investment by OECD countries
in the Third World have tended to give way to more complex business arrangements,

in which the costs and benefits of the venture are shared between the foreign enterprise and

the host country. A study from the OECD Development Centre concludes that,
whatever the problems created in some sectors and some countries, continued investment
along recent lines may be a key to sustained world economic growth.'

or companies wanting to do busi-

ness in foreign markets, there

have traditionally been two ways
of going about it. They could either sell
their products or services to the
country concerned in the form of
exports, or they could acquire or create
a firm in the host country itself (foreign
direct investment—FDI).
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Charles Oman is a senior researcher at the OECD

Development Centre

1. Charles Oman, with Francois Chesnais, Joseph
Pelzman and Ruth Rama, New Forms of Investment
in Developing-Country Industries: Mining, Petro-
chemicals, Automobiles, Textiles and Food,
Development Centre, OECD Publications, Paris,
1989,

Corporations with multinational am-
bitions have made considerable use of
this traditional form of FDI. Indeed, the
rapid international expansion of many
large western companies since the war
gave rise to heated debate in the late
1960s and "70s about the growing
industrial hegemony of OECD coun-
tries. 4
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OIL AND MINING

. The oil industry
= was one of the
i first big industries
8 where NFls super-
seded traditional
FDI. Host coun-
£, tries sought to
wrest control of their hydrocarbon
resources from the foreign companies
that had exploited those resources for
decades under concession agreements
which gave countries little control over,
and a small share of the return from,
their indigenous natural wealth. In some
cases, the assets of foreign operators
were nationalised and state enterprises
set up to take control of the industry. In
others, there was a smoother transition
as the old concession agreements were
replaced by production-sharing and ser-
vice contracts, while equity joint ven-
tures were established to undertake
new projects.

Similar developments, although on a
smaller scale, have taken place since
the late 1960s in metals mining, where
an irreversible post-colonial adjustment
has taken place. Western multina-
tionals were elbowed out and replaced
by state mining companies owned by
the producer countries; and some of
these companies, indeed, developed
degrees of managerial and technical
expertise comparable to those of their
predecessors. Loan finance obtained
within the framework of NFl arrange-
ments replaced foreign equity-capital as
the main source of funds for new
ventures, enabling a number of projects
to get off the ground during the 1970s
that would never have been feasible
through traditional FDI.

Total investment in new mineral
extraction projects has dropped off
considerably in the 1980s, since pro-
ducer countries had their fingers burned
by the slump in commodity prices. NFls,
rather than protecting them from
external shocks, increased their expo-
sure to risk by making them more
vulnerable to fluctuations in commodity
prices, interest rates and exchange
rates. Now that producer countries are
once again looking for new sources of
traditional FDI, multinational mining
companies are often reluctant or unable
to meet their demands for major invest-
ments of equity.

24

Traditional FDI in manufacturing
flourished during the 1950s and "60s,
when the developing countries tended
to substitute domestically produced
goods for imports. This was particu-
larly true in Latin America, where
protectionism encouraged multina-
tionals to set up production facilities
inside whatever trade barriers had
been erected. But their policies dis-
couraged exports and resulted in trade
and payments deficits as imports of
capital and intermediate goods in-
creased with the growth of local manu-
facturing. Although a few Asian coun-
tries, notably Taiwan and South Korea,
switched to growth strategies driven
by exports, many developing nations
failed to adapt their policies because of
domestic political rivalries.

At the same time, foreign multina-
tionals were increasingly accused of
‘denationalising’” control of natural
resources and key manufacturing
industries to the detriment of local
interests. They were also criticised for
exacerbating balance-of-payments
problems in the host countries through
such practices as transfer-pricing
(whereby the imports by a local affiliate
of equipment, technology, compon-
ents or raw materials are invoiced by
the parent company at above-cost
prices and/or its exports are under-
priced) and the remittance of profits to
the parent company.

The Renationalisation
of Control

These tensions led many developing
countries to impose growing restric-
tions on FDI in the late 1960s and
‘70s, and in some cases, especially in
industries based on natural resources
(notably mining), to expropriate the
assets of foreign firms, not least in
Africa and Latin America. New mea-
sures were introduced, limiting foreign
investors to minority ownership or
imposing requirements of a minimum

of local content and, later, export
sales. The trend away from traditional
FDI to new forms of international
investment (NFls) in both primary and
manufacturing industries accelerated,
since NFls were seen as enhancing the
host country’s control over the ven-
ture.

PETROCHEMICALS

The petrochemi-
cals industry is
highly capital-in-
tensive, requiring
-y plants that are
: costly and have to

1 ’ be operated at vir-

tually full capaci be profitable. For
many products, notably plastics and
synthetic rubber, foreign demand can
be met through exports, so there is no
pressure to invest in expensive factories
in developing countries and little tradi-
tional FDI has taken place. From the
start, capacity building occurred
through NFls. Until the 1970s plant
was built in the context of import-
substituting strategies for investment.
Since then, and especially in the wake
of the oil price hikes of 1973—74 and
1979-80, the OECD-based multina-
tionals have used NFis to help
resource-rich nations in the Middle East
and elsewhere take advantage of cheap
hydrocarbons (particularly in the forms
of methane and light natural gases) for
the production of basic petrochemicals
at competitive prices. While the first
plants were designed principally to
meet domestic demand, more recent
developments have been export-
oriented. In many cases, the foreign
partner has had to put up little or no
capital, receiving his equity stake in
return for technology and /or assistance
in product marketing. Some Asian and
Latin American NICs have now started
to buy out their foreign associates, a
process that will accelerate as the
usefulness of foreign investors as pur-

veyors of technology declines.
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The bargaining power of the devel-
oping countries was further streng-
thened in the 1970s as a result of the
slowdown in economic activity in the
developed world and the general
buoyancy of commodity prices. The
sharp fall in real interest rates encour-
aged developing countries to finance
their development themselves by bor-
rowing in the international financial
markets.

While the method of funding was
different, the new strategy still
involved a transfer of ‘real’ as well as
financial assets from developed coun-
tries, especially such intangible re-
sources as technology, management
expertise and, in some industries,
access to export markets in OECD
countries. Though not entirely new,
joint ventures with majority local
ownership, international sub-con-
tracting and licensing arrangements
involving wholly or majority locally
owned firms, franchising, management
contracts, turnkey operations (where

In the manufac-
W turing sector as a
¥ whole, the shift
. from FDI to NFI
has been less
clear-cut than in
t energy and min-
ing. In the food mdustry, for mstance,
NFls have been most important 'up-
stream’, in the growing of crops and
livestock, where contracts with local
growers have been used by foreign
companies to shift part of the risk onto
the growers while they retain both
ownership and control of the high
value-added activities of processing and
marketing. In food processing, where
foreign investment is mainly in high-
value rather than mass-production pro-
ducts, NFls are spreading but traditional
FDI still predominates.

The OECD OBSERVER 157 April-May 1989

equipment is supplied virtually ready to
run), and production-sharing and risk-
service agreements proliferated during
the 1970s.

These inter-firm business operations
are the NFls: all involve a foreign
company supplying goods or services
to an investment project or enterprise
in a host country with local interests
retaining majority ownership, so that
the equity share of the foreign com-
pany, if it has one, does not give it
control of the project through owner-
ship. But this does not mean that the
foreign company cannot exercise par-
tial or total control of the venture
through other means. The possibility of
separating ownership of equity from
effective control has, in practice, given
a major impetus to the growth of NFls
in developing countries.

Investment
or Sales ?

While the host country will almost
invariably consider NFls as invest-
ments, a foreign company supplying
real assets may regard an NF| project
as an investment or it may not. It
does—whether or not it has an equity
stake—if it intends to share in the
economic surplus to be generated by
the NFI project once operational. In this
case, the company and the host
country have a common interest in
ensuring the longer-term viability of
the project. If, on the other hand, the
company is mainly interested in selling
resources to the project, its main con-
cern is to maximise the difference
between the price it is paid for the
goods and services and the cost to it of
supplying them; its concern for the
long-term economic viability of the
project is secondary at best. Here its
interests are more fundamentally op-
posed to those of the host country,
whose main concern is the capacity of
the NFI to generate a surplus over time,
and who seeks, other things equal, to

TEXTILES

\ \ The textile in-
' dustry is a major
' activity in devel-
oping countries,
but for most of
: them it is not a

= high-growth busi-
ness and foreign investment has not
played as prominent a role in its devel-
opment since World War Il as it has in,
say, petrochemicals or automobiles.
Barriers to entry in production are gen-
erally low in the highly fragmented
textile and clothing industry of the
OECD. One exception is synthetic
fibres, and that is where traditional FDI
by US and European fibre and petro-
chemical companies has been concen-
trated. Japanese newcomers, on the
other hand, used equity-based NFlIs
initially and are now shifting increas-
ingly to turnkey and licensing arrange-
ments in synthetic fibres. But in textiles
as a whole, NFls have been particularly
important in clothing production for
export to OECD markets. Japanese
companies led the way in international
sub-contracting, followed by US and
European manufacturers and buying
groups.

The Japanese were essentially re-
sponding to resistance by host coun-
tries to majority foreign ownership in
such a mature industry as textiles, while
their domestic experience of sub-con-
tracting had taught them the advan-
tages of sharing and shifting risk. The
international quota system has contri-
buted both to North-South investment
(mostly NFI) in the three Asian NIEs that
are the largest exporters (Hong Kong,
Korea and Taiwan) as well as the
People’s '‘Republic of China, and to the
spread of production capacities from
the NIEs to a number of second-tier
exporters (also mostly in Asia: Thailand,
Malaysia, Indonesia, the Philippines, Sri
Lanka, but also Panama, the Dominican
Republic, Mauritius, Morocco and Tuni-
sia).
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minimise the difference between the
cost and the price of the acquired
assets. Growing awareness of this
discrepancy is one of the reasons that
have led many host countries in recent
years to seek foreign companies that
are willing to be investors rather than
merely sellers, and to prefer equity
joint ventures to non-equity NFls.

The world economic situation
changed radically in the early 1980s,
and many developing countries that
had opted for NFls in preference to
traditional FDI found they had jumped
from the frying pan into the fire. The
sharp rise in real interest rates and the
fall in commodity prices, especially
metals and then oil prices, left many
developing countries saddled with a
mountain of debt they could not ser-
vice. Far from allowing themselves the
"luxury” of seeking increased local con-
trol over investment, what they
required now was foreign investment
on any terms, regardless of owner-
ship.

Yet the revival of the interest of the
developing countries in traditional FDI
will not rule out further growth in NFls,
which will continue to gain in impor-
tance, superseding traditional FDI in
some cases and complementing it in
others, since a growing number of
foreign investors are not adverse to NFI
and many prefer it. One reason is
increased financial leverage on key
firm-specific (especially intangible) as-
sets in technical, managerial and mar-
keting know-how: by supplying such
assets through NFlIs, investors can
sometimes generate substantial re-
turns, while local partners—private or
public—or international lenders
(whether commercial or official) absorb
start-up costs, provide working capi-
tal, and so on. A second reason is that
NFIs can mean reduced exposure not
only to local political risk but also to the
financial and commercial risks, interna-
tional as well as local, that normally
accompany traditional FDI.
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Companies are thus finding that NFls
can strengthen their competitive posi-
tion both in developing countries and
worldwide (which explains in part why
the 1980s have witnessed a prolifer-
ation of NFls within the OECD region as
well). Such forms of investment have
become a part of the global strategy of

AUTOMOBILES

i “ iy

The international-
isation of the
motor industry
started early on in
§ its history, when
# Fordsetup a plant

4 "\ in  Argentina in
1916. Before World War ll, though, the
industry’s international financial flows
were limited and expansion was mainly
financed out of retained local earnings.
Investment accelerated in the 1950s
and '60s, with host countries soliciting
foreign companies to set up production
facilities to meet local and regional
demand. NFls played a minor role in the
investment process at the time, and the
few plants that were developed under
such arrangements mostly succumbed
to competition from foreign-owned fac-
tories.

Recently, foreign investment has
been concentrated in Asian countries,
where Japanese motor manufacturers
have set up plants under NFI| arrange-
ments such as joint ventures and
licensing agreements. An outstanding
(but isolated) example of a country that
has retained control over its domestic
industry from its beginnings as a small-
components business to its emergence
as a large-scale export-oriented vehicle
producer is South Korea. More typically,
Brazil and Mexico have developed sub-
stantial export industries through tradi-
tional FDI by European and US con-
cerns. This trend towards global inte-
gration under the centralised control of
OECD-based multinationals is expected
to continue, with South Korea's
Hyundai the exception to the rule.

international companies, comprising a
new form of competition in oligopol-
istic markets. ‘Latecomer’ or ‘outsider’
multinationals and others trying to
build market share are increasingly
using NFls to compete with the esta-
blished multinationals and market
leaders.

NFis: A Tool
of Competition

These newcomers may use NFI
aggressively, as a means to overcome
barriers to entry or to expand market
shares either in particular host coun-
tries or worldwide. Such companies
often offer host countries shared
ownership or use of technology in
return for preferential access to local
markets or local supplies of key inputs.
The newcomers include smaller OECD-
based multinationals, internationally
active engineering firms and multina-
tionals based in developing countries,
as well as such powerful corporations
as Japanese automobile, petrochem-
ical and synthetic-fibre producers and
US oil companies that have expanded
into petrochemicals and, for a few
years, into mining.

In other cases, companies may use
NFls in developing countries as a
defence against world-wide oligopol-
istic competition where their mana-
gerial or financial resources are
stretched thin by pressures to be pre-
sent in too many markets. By sharing
technology, control and potential pro-
fits with local partners, they can bene-
fit from the hosts’ access to local
markets, distribution networks and
financing. Although less widespread
than the aggressive use of NFls, their
defensive use is evident in the metals,
automobile and food industries.

Competitors” use of NFIs can some-
times put considerable pressure on
established firms. Faced with threats
to their competitive strengths as their
control over technology wanes, bar-
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Traditional direct investment has been prominent in synthetic fibres.

riers to entry fall and margins are
squeezed, they may use NFls to pull
out of markets for ‘'mature’ products,
supplying the technology to NFI ven-
tures in host countries and using the
returns to develop new products and
technologies.

Many corporate investors have
come to appreciate the virtues of NFI
and its potential advantages over tra-
ditional FDI both as a means to shed
risk and increase financial leverage on
non-financial assets and as a competi-
tive tool. They find that, just as equity
ownership does not necessarily imply
effective control of a foreign venture,
so minority or even zero ownership
does not have to mean insufficient
control. The overall importance of NFls
relative to traditional FDI in the future
will thus probably depend less on
unilateral decisions by the host govern-
ment in favour of one or the other than
on the dynamics of international com-
petition in particular industries—and on
the interaction between that and
overall conditions in a given host coun-
try.

Both the volume and the form of
future investment flows (particularly in
manufacturing) to, say, Brazil or Thai-
land will depend less on the policies of
the host government on foreign invest-
ment per se than on two other sets of
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factors. The first is the perceptions of
potential investors of the size and
growth-potential of the country’s local
or regional market and of its political
stability, its macro-economic and
industrial policies, and the availability
of local managerial talent and skilled
labour. And the second consideration
is international: it involves the dy-
namics of competition—the changing
nature of barriers to entry and exit—in
the particular industry of the potential
investor, which is affected, for exam-
ple, by new technologies, protec-
tionism and structural adjustment in
OECD countries, and multilateral trade
negotiations.

NFI can be a "positive-sum game’, to
the extent that it opens up new ave-
nues for investment and growth both in
developing countries and internation-
ally. By separating the functions of
equity ownership, finance and effective
control and by joining the interests and
assets of local and foreign firms and
suppliers of finance on an international
scale, NFl could conceivably be the
vehicle for invigorated international
capital accumulation and industrialisa-
tion that the advent a century ago of
the joint-stock corporation provided for
many OECD countries nationally.

But NFls do not provide miracle
solutions: the same basic decisions

DEVELOPMENT

have still to be taken on whether to
invest or not and, if so, what capacity
to install. Under NF| those decisions
are more often taken by host countries
that may, wittingly or not, take on risks
and costs that more experienced or
better informed multinational com-
panies would not have incurred. In
sectors as disparate as mining, steel,
petrochemicals and motor manufactur-
ing, large NFIl ventures have been
undertaken whose viability depends on
exports but whose output cannot be
sold profitably on world markets.
There are also examples of NFls in
projects that are highly cost-inefficient
and oriented towards the local market;
their survival has required high output
prices, large public subsidies and pro-
tection by tough import barriers.

oo

NFls can thus have both beneficial
and adverse effects on worldwide eco-
nomic development: they can contri-
bute to excess capacity in certain
sectors and hence to increased trade
tensions both between North and
South and within the OECD—but they
may also be important in sustaining the
growth of the world economy in the
coming years. &

® Terutomo Ozawa, Recycling Japan’'s
Economic Surplus for Development,
1989

® Kiyoshi Kojima and Terutomo Ozawa,
Japan’s General Trading Companies:
Merchants of Economic Development,
1985

® Charles Oman, New Forms of
International Investment in Developing
Countries, 1984

@® Charles Oman (ed.), New Forms of
Investment in Developing Countries:
The National Perspective, 1984.
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New Financial
Instruments

Managing the Menagerie

n spite of their names, suggesting

a real ‘financial market mena-

gerie’'=TIGRs, LYONs, and FOXs—
and their evocative ring—Sawtooth and
Rollercoaster swaps, Scouts, CARDS
and CARS—most of the 'new’ financial
instruments—options, futures and
swaps—are in truth not entirely ‘'new’.
The five hundred or so instruments
currently in use are often no more than
variants on, or combinations of,
existing instruments.

Their ‘'novelty’ lies mainly in the way
they are created and used. Deregula-
tion, financial disintermediation (since
buyers and sellers are often now more
directly linked) and trading via com-
puter have increased competition,
resulting in the creation of specialised
markets in instruments such as
options, the elimination of certain
stages in the trading process,
increased price transparency and the
use of more effective buying and selling
techniques. Financial instruments are
thus often a more attractive way of
raising funds than traditional bank
lending. Because they are traded on
computer screens, a much wider range
of products and ‘customised’ over-
the-counter products can be offered,
thereby making more effective risk
cover possible.

Formerly reserved to banking insti-
tutions and to large multinationals,
financial instruments are now acces-
sible to a very wide range of new users.
The volume of trading has thus risen
steeply since the beginning of the
1980s (Tables 1 and 2).

Although new financial instruments
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Hélene Chadzynska

What legal and accounting
changes are required to cope
with the rapid developments
taking place in new financial

instruments? What
regulations should be
adopted to ensure that firms
and banks assess risks
correctly, that they respond
appropriately to the
accounting challenges posed
by the new instruments and
that they disclose useful
information to the public—
without impeding the
benefits of their rapid
expansion?

are a beneficial innovation, they are not
without their drawbacks, and their use
does give rise to some problems.

What are
the Major Risks?

The new possibilities opened up by
computers and telecommunications
are a source of potential danger. The
electronic revolution has spawned a
new generation of specialists with a

Heléne Chadzynska works on accounting harmonisa-
tion issues and also specialises in competition law and
policy in the OECD Directorate For Financial, Fiscal
and Enterprise Affairs,

perfect grasp of both computers and
financial engineering who can devise
made-to-measure derivative products
or combinations of financial instru-
ments at very low marginal cost. Com-
puters in trading rooms and corporate
financial divisions are linked together in
a worldwide network, making possible
round-the-clock trading in financial
markets and over-the-counter dealing
between brokers.

The new technologies enable active
traders in the market for a particular
instrument to react almost simulta-
neously to price movements. Because
the trading is done on computer
screens, there is often no paper record
of the transactions that have taken
place—or not immediately, at least. For
some instruments such as over-the-
counter options or certain swaps,
transactions are not even carried out in
any physical market-place, but are
conducted directly between two trad-
ers, one of whom agrees, in the hope of
making a profit, to incur a risk that the
other wishes to hedge against.

The danger has increased that
abrupt changes in the financial markets
of one country might spread rapidly,
and with major repercussions, to
others. It is becoming more difficult to
keep track of markets, making the task
of banking supervision all the more
difficult.

The last, but certainly not the least,
danger is that the numerous risks
inherent in the new financial instru-
ments (in management, credit, interest
and exchange rates, financing and
liquidity) do not usually show up in the
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Studio PONS!Bangue Worms

balance sheet; instead, they some-
times appear in an off-balance-sheet
memorandum account or in the accom-
panying notes, and are most often
recorded at their nominal value. This
means that the actual amounts
involved and the expected margin or
degree of exposure are not apparent to
someone reading the balance sheets.
The possible existence of hidden liabili-
ties thus puts creditors, employees and
shareholders alike at risk, and makes
the work of the accountants and audi-
tors much more complex.

A Challenge
to Accounting

Basic accounting principles are not
always flexible enough to cope with
instruments that rapidly go ‘out of
fashion’ and many of which do not

even appear on balance sheets. The
OECD recommendations on disclosure
and accounting, for example, were not
designed to deal with the new instru-
ments.'

While an overall review of the prob-
lems that these new instruments raise
for accounting and disclosure is clearly
necessary, it is equally clear that many
of the fundamental accounting princi-
ples of the OECD member countries
also should be reconsidered. The OECD
therefore organised a symposium on
the accounting and disclosure prob-
lems posed by new financial instru-
ments.2 A consensus has emerged
among countries as between traders,
users, bodies responsible for setting
accounting standards and bank super-
visors, on the importance of drawing
up, on a multidisciplinary basis,
national and international rules for
accounting and disclosure.

Exit the chaos of the dealing room. The Banque Worms in Paris is one organisation that has responded to the increasing sophistication

FINANCE

The difficulty lies in finding appro-
priate rules rapidly. They must be
sufficiently harmonised to ensure a
maximum degree of security in trans-
actions that are now on a worldwide
scale, but at the same time flexible
enough not to stifle the creativity of
financial engineers.

Financial instruments are used to
hedge against present or future risks,
to exploit technical spreads between
comparable markets, or to speculate
on price fluctuations. The diversity of
their uses poses tricky problems for
accountants: matching profits and
losses to their respective financial
years; whether valuation should be at

1. The OECD Guidelines for Multinational Enter-
prises, OECD Publications, Paris, 1986; see
Chapter Il, section 3.

2. Published as New Financial Instruments: Dis-
closure and Accounting, OECD Publications, Paris,
1988.

of financial markets by installing computers ready to intervene anywhere in the world, 24 hours a day.
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Table 1
THE SWAP MARKET

INTEREST RATE SWAPS
(total transactions: $182 billion)

US Dollar 76.4 United States 32
Australian Dollar 2 Canada 3
Deutschmark 5.5 Europe 33
Pound Sterling 2| Asia 25
Yen 7.6 Australia/New Zealand 4
Others 3.3 Others 3
Total 100 Total 100
CURRENCY SWAPS

(total transactions: $44 billion)

United States 12 Fixed/Floating 68
Canada 3 Fixed/Fixed 21
Europe 53 Floating /Floating 11
Asia 21

Australia/New Zealand 9

Others 2

Total 100 100

Survey Period: 1 January-30 June 1987.
Source:
OECD Publications, Paris, 1988.

Annexe to Malcolm Walley, ‘Interest Rates and Currency Swaps’, in New Financial Instruments,

market value or historical cost or which-
ever is lower; whether unrealised
losses should be netted against unreal-
ised profits; and so on.3

In particular, the distinction between
hedging and speculation is a funda-
mental one, since the accounting treat-
ment, including profit recognition, is
different for each type of operation.

From Hedging
to Speculation

A firm takes out a hedge in order to
neutralise certain risks that arise in the
normal course of industrial and com-
mercial activities, such as unforeseen
changes in interest or exchange
rates.

3. See Jean-Paul Milot, Secretary-General of the
Conseil National de la Comptabilité (France), "The
Work of the Conseil National de la Comptabilité on the
Accounting Treatment of New Financial Instruments’
and "Evaluation of Assets and Liabilities and Income
Recognition: Comments’, ibid., on which the technical
parts of this article are based.
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The basic principle is simple in out-
line: after having identified the item to
be hedged, an offsetting position is
taken. According to the 'matching
principle’, profits and losses must gen-
erally be charged to a specific item.
Hedges are therefore usually booked in
the same way as the item that is being
hedged. This means that if there is a
time lag between the realisation of the
hedged transaction and the hedge,
price spreads should be entered in a
suspense account so as to neutralise
their unwanted effect (since the aim is
not speculative) on the result. If the
final result is not neutral, the balance is
booked only when the hedge un-
winds.

A transaction can be described as a
hedge only if other balance-sheet items
besides the item to which a risk is
attached have been duly taken into
account. That is, the risk attaching to
the hedged item may already be offset
or lessened by another item on the
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balance sheet. If so, the hedge is
merely a speculative transaction in
disguise.

There is a fairly widespread trend
whereby market or "speculative’ trans-
actions are booked at the price pre-
vailing on the day they are liquidated
(‘marked to market’). The whole
problem lies in finding a way of recog-
nising exactly in the accounts the
uncertainty and risk that such trans-
actions involve.

The profit or loss is evaluated on the
basis of the difference between market
prices on the opening date of the
accounts and those on the closing
date. On a narrow interpretation of the
‘prudential principle’, as long as a
position has not been unwound, only
negative price movements can be
booked as provisions in the balance
sheet. This is because balance sheet
assets and liabilities correspond to
realised transactions; unrealised trans-
actions do not appear in the balance
sheet.

Yet the accounting treatment of
transactions should reflect real results
and take into account the trader’'s
intentions. In some markets there is so
much liquidity that traders can enter
and leave the market at will. The

TYPES OF OFF-BALANCE
SHEET COMMITMENTS

Contingent Liabilities

Guarantees and other direct credit sub-
stitutes, acceptances and endorse-
ments, documentary letters of credit
and warranties.

Proper Commitments

All irrevocable facilities and arrange-
ments and, particularly, Note Issuance
Facilities (NIFs) and forward sales and
purchases of assets.

Foreign Exchange, Interest Rate and
other Market Rate-related Trans-
actions

Forward foreign exchange transactions
and currency swaps, interest rate
swaps, financial futures, Forward Rate
Agreements (FRAs), options, caps,
floors and collars.
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Table 2

Acceptances’
Issuance facilities

Foreign currency and interest rate
swaps

Future rate agreements

GROWTH IN OFF-BALANCE-SHEET ACTIVITY IN CANADA
e e T AT = po—

24,903 6.6

6,230 18.2

97,972 57,856

41,857 20,012 109.2

1. Acceptances are on-balance-sheet transactions in Canada.

Source:

David Robertson, ‘National/International Approaches to Accounting and Reporting for New

Financial Instruments’ in New Financial Instruments, OECD, 1988.

trader’s decision to maintain or liqui-
date a position is therefore dictated
solely by his expectations as to the
profits to be made on future price
changes.

Whether the transaction is ‘realised’
or not should not therefore affect the
result. Care should be taken that ill-
advised or inappropriate legal meas-
ures do not encourage traders to
unwind positions prematurely in order
to influence the result. For example, a
method that did not recognise gains
would oblige traders who wished to
show them to sell and then buy back
immediately, putting artificial press-
ure on prices and enabling traders more
or less to choose the result they
wanted to show, since it would also be
possible not to show gains.

Therefore, if the safety and the
liquidity of the market are such that the
decision whether or not to unwind a
position is dictated solely by the
trader's speculative expectations,
price movements at the date of closure
of the accounts, whether they are
gains or losses, should be reflected
directly in the result.

These remarks give some idea, if
only a rough one, of the difficulty of the
task facing accountants: they have to
assess both the nature of the markets

The OECD OBSERVER 157 Agril-May 1989

(safety and liquidity) and traders’
intentions (which, for speculative pur-
poses, will obviously be to seek to
exploit price differences).

Disclosure:
What, For Whom, Why?

All accounting and finance hinges on
there being a good system of internal
control and information. In these acti-
vities, two fundamental requirements
have to be met: completeness and
simplicity.

The question of completeness is
particularly important where hedges
are concerned. It has been seen that
some hedges are in truth pseudo-
hedges that may conceal a mere spec-
ulative position, and that the strength
of a hedge can be assessed only after
all the factors bearing on the risk to be
covered have been taken into account.
The information disclosed should
therefore reveal not only the ac-
counting principles used, the aims pur-
sued by the enterprise and the extent
of its off-balance sheet commitments,
but also the degree of risk exposure.

4. See Peter Cooke, former Chairman of the Basel
Committee on Banking Regulations and Supervisory
Practices, (Bank for International Settlements) ‘Co-
operation between Regulatory Authorities’, ibid.

Yet the information disclosed must
be comprehensible to a very varied
public. Composite indicators of the
degree of exposure would tell the
public what it wanted to know without
going into the technical details—but
they still have to be devised.

Major progress on disclosure has
been made by financial institutions,
thanks mainly to the work by the Bank
for International Settlements (BIS).*
The Financial Accounting Standards
Board in the United States has also
drawn up an ’'Exposure Draft’ ad-
dressed both to banking and non-
banking institutions. A certain con-
sensus seems to be emerging from
these efforts on the importance of
reducing risks by improving the disclo-
sure of off-balance sheet transac-
tions.

oo

The disclosure of financial informa-
tion has never in itself been the solution
to all the problems that have appeared.
But better-quality and internationally
harmonised disclosure of information
about new financial instruments and
their impact should make it possible to
strengthen both the public's confi-
dence in them and the stability of
financial markets. [ ]
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he emergence of a global econ-

omy—reflecting the continued

rise in trade as a proportion of
total world output, the globalisation of
production, finance and markets as a
result of lower costs of international
transport and communication, the
rapid diffusion of new technologies,
relatively open policies on the interna-
tional movement of goods, services
and capital, and the pursuit of out-
ward-oriented policies in an increasing
number of developing countries—is
indisputable. It offers the potential for
spreading advances in human welfare
around the world. But new policy
issues have also emerged, and most
MDEs are very much part of this
process of globalisation and are
increasingly involved in a range of new
policy issues.

The open system of international
trade, investment and finance has been
instrumental in enabling the MDEs to
share in the gains of international trade
and to adjust themselves smoothly to
rapidly changing circumstances in the
world economy. These economies
have progressively increased their
domestic savings and accumulated
human and physical capital as well as
technological and organisational ex-
pertise and, as a result, the MDEs,
especially the 'Newly Industrialised
Economies’ (NIEs) in Asia, compete
today with the OECD countries in a
wide range of manufactured products
and services. But the competitive
pressures and necessity of adjustment
that result are bound up with broader
transformations, such as shifts in com-
petitive positions inside the OECD

32

Tsuneo Oyake

Two fundamental trends are
increasingly affecting
economic relations between
developing and OECD
countries: the growing
heterogeneity among
developing countries and the
increasing importance of a
number of major developing
economies (MDEs). Indeed,
far-reaching structural
change and rapid expansion,
as well as growing
involvement in international
trade and finance, have
imparted a significant role to
the MDEs. As a result,
changes in these economies
increasingly affect the
volume and the structure of
world economic activity.
Clearly, a higher degree of
mutual understanding is
called for between OECD
countries and MDEs, as is
an awareness of their
respective roles and
responsibilities in working
for growth in the world
economy. OECD member
countries regard the
emergence of a range of
MDEs as a wholly positive
phenomenon and value the
contributions that these
economies increasingly make
to a co-operative world
economic system.

area, macro-economic developments,
technological progress and changes in
patterns of consumption.

Against this background it is of the
utmost importance to persevere with
and improve the open system of multi-
lateral trading, investment and pay-
ments and to pursue market-oriented
structural adjustment. OECD countries
and MDEs have a joint responsibility
here. The notion of comparative advan-
tage should be seen as a ‘dynamic’
phenomenon, which is rapidly shifting
between countries, and economic inte-
gration in a broader range of activities
requires a wider set of rules, to encom-
pass areas such as intellectual property
rights, investment, services, environ-
ment and social considerations.

Global Interaction
and Policy Issues

The Uruguay Round, with its range
of new issues together with extended
coverage of traditional issues, is the
main instrument designed to adapt and
extend the ‘rules of the game’ to meet
these major challenges—in which all the
MDEs, and not simply the Asian NIEs,
are involved in one way or other.
Although they are not all contracting
parties to the GATT, a key to the
success of the Uruguay Round negotia-
tions will be the readiness of the MDEs
to move beyond claiming "special and
differential treatment’, towards
sharing obligations and responsibil-

Tsuneo Oyake is a Special Counsellor to the Secre
tary-General of the OECD. The views expressed in this
article are the author’s and should not be attributed to
the OECD.
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r Developing Economies

ities in a manner which suits their
capacity to comply.

In spite of remarkable efforts in R&D
and education, the MDEs remain very
much dependent on the inflow of
technology from OECD countries
through foreign investment, corporate
networks and alliances between OECD
and MDE firms, the importing of capital
goods, licensing of patents and supply
of consultancy services, official tech-
nical assistance, and the access of
MDE nationals to OECD educational
and research facilities. The MDEs
increasingly acknowledge that market
forces are the best way to promote

e change in the direction of policy in Korea
and Taiwan will require a highly

skilled labour force and increasing use of
advanced technology.

Th

J. P. Laffont/Sygma

technological and industrial change.
And it is increasingly recognised that
appropriate multilateral rules on the
protection of intellectual property
rights are necessary to ensure the
international transmission of proprie-
tary technology.’

While the liberalisation of direct
investment regimes in some MDEs has
contributed significantly to the global-
isation of production, finance and mar-
kets, many restrictions remain, notably
in the more inward-looking economies.
:I.—See_EbEa Dohlman, ‘International Piracy and

Intellectual Property’, The OECD Observer, No.
164, October /November 1988.

The ‘Major Developing Economies’
(MDEs) do not constitute a ‘country
group’ with common characteristics.
The list is based on the recognition that
in an increasingly global economy, a
number of developing economies are
assuming important roles in various
ways, in several of the areas that make
up the OECD’s policy agenda in the
years ahead:
@ the four rapidly growing and rela-
tively high-income Asian ‘Newly Indus-
trialising Economies’ (NIEs)-Hong
Kong, Singapore, South Korea and
Taiwan
® the Latin American MDEs—Argen-
tina, Brazil, and Mexico
® three of the other ASEAN member
states—Indonesia, Malaysia and Thai-
land
® the 'Big Asian Two'—China and
India.

These economies accounted for 12%

of the aggregate GNP of the world
market economy (that is, the world
economy minus European CMEA econ-
omies,! North Korea, Mongolia and
Albania) in 1985. This proportion was
more than twice that of Germany and
slightly larger than that of Japan. In
other words, the GNP of the eight
largest MDEs was about equal to that of
the seventeen OECD economies which
are not members of the Group of Seven.
While comparisons of GNP provide an
indication of economic weight, the eco-
nomic linkages between OECD coun-
tries and MDEs are even more impor-
tant. The total merchandise exports of
the MDEs in 1985 exceeded those of
the United States, equalling those of
Japan and the United Kingdom com-
bined. Last year's current account sur-
pluses of Korea and Taiwan together
represent approximately one-third of
that of Japan.

WHICH ARE THE MAJOR DEVELOPING ECONOMIES?

The MDEs are a disparate group, not
a homogeneous ensemble. They range
from city states with no more than three
million inhabitants to countries with
populations of over a billion. Although
Singapore and Hong Kong have per
capita national incomes in the same
range as OECD countries, India, Indo-
nesia and China are low-income coun-
tries. The biggest net debtors and the
biggest net creditors in the developing
world are to be found amongst the
MDEs. Most MDEs are significant
exporters of manufactured goods. The
group also includes major oil exporters
and two important financial centres.
There are, of course, other countries
which, it could be argued, should be
included in such an analysis.

1. The European members of the Council for
Mutual Economic Assistance are the USSR, Bul-
garia, Hungary, the German Democratic Republic,
Poland, Romania and Czechoslovakia.
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Nevertheless, the number of bilateral
agreements on investment protection
between OECD countries and MDEs
has rapidly increased in recent years,
and direct investment has been an
important contributor to the transfer to
MDEs of technology and management
expertise as well as capital.

Further liberalisation of direct invest-
ment regimes in these economies
would strengthen this process of glo-
balisation. Most of the Asian MDEs are
particularly in favour of inward and
outward flows of investment to further
the continued renewal and upgrading
of the structure of their economy

through steady increases in their com-
petitiveness. In contrast, the debt-
related plunge in investments, notably
direct investments, has seriously im-
paired the ability of the Latin American
MDEs to take advantage of the new
possibilities for international specialis-
ation. Some MDEs have also emerged
as significant investors in other coun-
tries: Brazil, Hong Kong and Taiwan,
for example, are among the top fifteen
sources of direct investment.
Financial markets have a key role in
effecting the process of economic
development, although the MDEs have
different approaches to them and the

Figure
OECD IMPORTS FROM THE MDES
1965 and 1986
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degree of development and liberalisa-
tion of their financial systems varies
considerably. Singapore and Hong
Kong already are important interna-
tional financial centres; Taiwan and
Korea still retain a significant number
of restrictions stemming from previous
policies, but are moving towards liber-
alisation; and in Argentina, Brazil and
Mexico the challenge is to make debt-
servicing compatible with the financial
stability required for the efficient func-
tioning of the domestic financial sector
and renewed access to international
financial markets.

The maintenance and development
of efficient and sound financial sectors,
based on market principles, is a major
requirement for further economic pro-
gress in MDEs. Their integration in a
well-functioning international financial
system through the enhancement of
competition, both domestically and
internationally, along with adequate
prudential and supervisory arrange-
ments designed to maintain the safety
and the soundness of the system and
to ensure a high standard of investor
protection, is a common concern of the
OECD countries and the MDEs.

The current complex problem of
external imbalances, centred on some
of the major OECD countries, involves
two sets of MDEs: the Asian NIEs,
notably the large current-account sur-
pluses of Korea and Taiwan, and the
Latin American debtors, which have
large trade surpluses required for debt-
servicing and contribute a degree of
fragility to the international financial
system through their debt problems.
Both of these special situations reflect
the interlinkages in growth, trade and
payments patterns between OECD
economies and these MDEs. They are
also the results of domestic economic
policies and socio-political factors
which are deeply entrenched in the
MDEs in question. The MDEs can make
an important contribution to main-
taining the growth in world trade and
output. This is true not only of the
Asian NIEs but also of the other Asian
MDEs—and the Latin American MDEs if
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Argentina, Brazil and Mexico have the natural and human resources and industrial

capacity to take on an important role in the global economy.

they can find the path to price stability
and growth. It is therefore in the
interest of the OECD countries to
ensure that their policies and demands
vis-a-vis the MDEs are consistent with
the dynamism of these economies.

Prospects for Progress
in Individual MDEs

All of the MDEs are exerting growing
influence on the world economy. The
different economic situations in which

the MDEs now find themselves reflect
objective factors (such as resource
endowment, size and location), ex-
ternal phenomena (commodity prices,
interest rates, exchange rates, OECD
import demand) and domestic policies.
But the individuality of each of these
economies is really striking. What are
the major policy trends and issues in
the different MDEs?

The Asian NIEs are linked to the
world economy—through trade (in its
composition and geographical direc-

INTERNATIONAL RELATIONS

tion, for example) and finance (share of
investment financed by domestic sav-
ings, composition of financial flows
and, with Hong Kong and Singapore,
the free movement of capital)—in a
fashion which is no longer really signi-
ficantly different from the links con-
necting OECD economies. Neverthe-
less, there is extraordinary diversity in
the natural and other resources, poli-
tical institutions, geographical location
as well as the structures of production
and trade of the Asian NIEs.

Figure
RATIO OF EXPORTS TO OUTPUT,’
1970-86
Manufactures Only
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1. Exports are on a gross-value basis, whereas
output corresponds to value added. These ratios
therefore overstate the proportion of manufactur-
ing which is exported. In addition, the figures for
Hong Kong and Singapore include substantial
re-exports.

Sources: OECD; World Bank; statistics pub-
lished by Taiwan.
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In Korea and Taiwan, new priorities
are pointing to a resetting of economic
strategies through further liberalisation
of formal and informal trade barriers
and the deregulation of domestic finan-
cial markets, of direct investment
regimes and of exchange controls.
They lead in the direction of further
structural adjustment towards activi-
ties that demand a more skilled labour
force and advanced technology and
hence a further evolution in the role of
these economies in the pattern of
international specialisation. In parallel,
the process of democratisation of pol-
itical life might increase the promi-
nence of social development objec-
tives, such as housing, health insur-
ance and pension schemes.

The origins of the Taiwanese and
Korean current account surpluses are
different. With Taiwan, the surplus
began to emerge earlier with a signifi-
cant decline, from the early 1980s, in
the share of investments in GDP. With
Korea, the surplus emerged more
recently, as a counterpart to a steady
increase in savings, partly associated

36

Malaysia, Thailand and Indonesia have
managed to achieve not only fast export
growth but have also developed their
agricultural sectors.

with rapid growth in personal incomes.
The degree and speed of external
adjustment of these economies has to
be seen in relation to the adjustment
process among major industrial econ-
omies. Nevertheless, because of their
high domestic savings rates, these
economies may emerge as persistent
capital exporters to some degree, even
after significant adjustment.
Singapore’s export-led growth has
been accompanied by an extremely
high savings rate and the extensive
presence of multinational corporations.
In trade and investment, Singapore
and Hong Kong are more open than
many industrial countries. High av-
erage labour costs in Singapore are
leading towards an ‘upgrading’ of the
manufacturing sector and increased
emphasis on Singapore’s status as a
regional business centre by virtue of its
location, its large port, advanced com-
munication facilities and international
financial centre. Faced with similar

pressures from labour costs, Hong
Kong also has to upgrade the structure
of its manufactured exports to sustain
rapid economic growth. The redeploy-
ment of Hong Kong's more traditional
labour-intensive activities to China’s
coastal areas is already actively under
way and is likely to accelerate. The
joint declaration of the United Kingdom
and Chinese Governments has set the
direction for future developments after
return to Chinese sovereignty in
1997.

China is in a period of economic
reform as it emerges from a long period
of withdrawal from the international
economy. It is increasingly playing a
significant role in the rapidly advancing
Asian economy. The vast majority of
the Chinese population is still em-
ployed on the land, but rising produc-
tivity is beginning to shift labour away
from agriculture. The progressive dis-
mantling of administrative processes
and their replacement by decentralised
and market-based decisions have
improved incentives in production. In
parallel to the industrialisation led by
rural demand, efforts are being made
to develop coastal regions, through the
establishment of export-oriented in-
dustries. China’s exports and imports
are growing rapidly, with Hong Kong
entrepreneurs taking an active role.
Faced with inflationary pressures, eco-
nomic policy reforms have lost mom-
entum recently but China seems to be
committed to market-oriented struc-
tural change.? The modernisation and
opening up of China’s economy will be
of a major international importance.

India is also on the path to reform,
although progress has been uneven. It
has demonstrated considerable prow-
ess in information technology and has
become an important exporter of com-
puter software. But the domestic
economy remains encumbered by
administrative constraints, while its
policy of encouraging the creation of
small businesses for employment and
income-distribution purposes has
created labour-intensive industries
2. Seepp. 9-14.
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The progressive dismantling of China’s administrative procedures and their replacement
by decentralised, market-based decisions have reinforced incentives in production.
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that are internationally competitive
neither in quality nor in costs. Major
policy and structural changes are
required before India can assume a
more important global economic role
than it has had in the past. Some
economic liberalisation has taken
place, with the priority given to internal
deregulation of the industrial sector
and an improved climate for foreign
companies in technological collabora-
tion and equity participation, rather
than on trade liberalisation.

Three of the ASEAN countries—
Malaysia, Thailand and Indonesia—
have not only achieved the fastest
increases in manufactured exports in
recent years, but have also developed
their agricultural sectors simulta-
neously. These countries do not yet
have the same managerial and techno-
logical capacities as the Asian NIEs.
Such differences provide a solid basis
for growing economic integration in the
region, in which Japan is playing a key
role through trade and investment
flows.

Malaysia and Thailand have esta-
blished sizable manufacturing capabili-
ties often through direct investments
and their policy orientations are, by
and large, propitious for further eco-
nomic progress. Indonesia is less far
advanced, but in recent years, it has
been rapidly diversifying its sources of
public and export revenues away from
oil and gas through a programme of
reform geared to increasing freedom
and transparency in both domestic and
export-oriented economic activities.

The Latin American MDEs have
established a broad industrial base
protected from foreign competition.
The human and natural resources and
industrial capacities necessary to take
on an important role in the global
economy exist in the Latin American
MDEs, especially in Brazil and Mexico.
But major policy reforms will be
required. Economic stabilisation will be
essential, entailing fiscal and budget-
ary measures which are subject to
complex socio-political problems. Sig-
nificant reductions would also be
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In conformity with the Communique
of the Council meeting at ministerial
level in May 1988, and as a first step,
an Informal Seminar on "Sustaining the
Development of the Global Economy:
National Policies and International Co-
operation’ was held on 24 and 25
January 1989, co-sponsored by the
OECD and the Institut Francais des
Relations Internationales and with par-
ticipation, on a personal basis, of busi-
ness people, academics and officials
from the OECD area and the four Asian
NIEs (Hong Kong, Korea, Singapore and
Taiwan).

The Informal Seminar has confirmed

that the globalisation of the economy
has resulted in dynamic changes. The
discussions have underlined that the
impressive economic performance of
the NIEs in recent years is one of the
major positive features of these
changes. The discussions have revealed
a strong convergence of views among
participants on general principles of
economic policy. Another important
conclusion which derives from the pro-
ceedings is that there is a general
recognition that the OECD countries
and the NIEs share joint responsibilities
in the management and smooth func-
tioning of the world market economy.

required in existing distortions in pro-
duct and factor markets. These links
between macro-economic imbalances,
structural adjustment requirements
and socio-political constraints in Latin
American MDEs present major chal-
lenges. Mexico has been in a sustained
phase of adjustment for the past few
years, and has made real progress
towards liberalising direct investment
and deregulating the domestic market.
Brazil suffers from major macro-eco-
nomic imbalances, especially high and
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accelerating inflation, but has man-
aged to maintain a healthy surplus on
its trade account through appropriate
exchange-rate management and im-
port restrictions. Argentina has long-
standing difficulties in realising its eco-
nomic potential, mainly because of
inward-oriented and unstable eco-
nomic policies that have resulted in
balance-of-payments problems and
have isolated the economy from the
dynamic trends in the world econ-
omy.

INTERNATIONAL RELATIONS

To degrees which vary with their
economic weight and the nature of
their integration in the world economy,
all of the major developing economies
are exerting growing influence on the
economies of OECD countries. The
challenges—and opportunities—which
have emerged in the global economy
suggest the growing importance that
the OECD should better understand the
circumstances, policies and aspirations
of a range of MDEs and explore ave-
nues for consultations between these
and OECD countries to improve further
the functioning of the world econ-
omy.

The most pressing requirement is to
apply this approach to the Asian NIEs
since they are already very much part
of the structural and macro-economic
changes taking place in the global
market economy. The recent Informal
Seminar between OECD countries and
the Asian NIEs (box, left) clearly con-
firmed that there is a basis, indeed, a
requirement, for a flexible, informal
policy dialogue among OECD countries
and the major developing economies.m

® Newly Industrialising Countries:
Challenge and Opportunity for OECD
Industries, 1988

® The Costs of Restricting Linports:
The Automobile Industry, 1988

@ Introduction to the OECD Codes of
Liberalisation, June 1987, 1987

@® Code of Liberalisation of Capital
Movements, 1987

® Controls and Impediments Affecting
Inward Direct Investment in OECD
Member Countries, 1987

® Michael Oborne, China’s Special
Economic Zones, 1986

® World Economic Interdependence
and the Evolving North-South
Relationship, 1983

® The Impact of the Newly
Industrialising Countries on Production
and Trade in Manufactures, 1979.
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General Economic Problems

OECD ECONOMIC SURVEYS 1988-1989
Series - ISSN 0376-6438

Detailed annual surveys of economic trends and
prospects for OECD countries.

FRANCE

(February 1989)

(10 89 14 1) ISBN 92-64-13203-1, 156 pp.

ITALY

(February 1989)
(10 89 19 1) ISBN 92-64-13200-7. 132 pp.

NORWAY

(February 1989)

(10 89 22 1) ISBN 92-64-13202-3, 112 pp.

Each booklet:

F50 £6.00 US$11.00 DM21

Annual subscription

{17 to 21 surveys to be published)

F720 £84.30 US$15800 DM310

ECONOMIES IN TRANSITION:

Structural Adjustment in OECD Countries
{March 1989)

During the past decade, policy in most OECD
countries has sought to make economies more
flexible and efficient through the strengthening
of market mechanisms. Structural adjustment
has been regularly monitored in recent years in
the annual Country Surveys prepared by the
Economic and Development Review Committee
of the OECD. This volume synthesises the main
developments noted in these Surveys, with
chapters on labour markets, financial markets,
industrial adjustment and fiscal policy. It
explores more broadly the potential of micro-
economic policy changes for improving eco-
nomic performance and represents a major
contribution to the comparative analysis of

structural change and adjustment.
(11 89 01 1) ISBN 92-64-13204-X, 236 pp.
F160 £19.50 US$34 DME6

Aid and Development

EXTERNAL DEBT STATISTICS. The Debt
and other External Liabilities of
Developing, CMEA and certain other
Countries and Territories at End-
December 1986 and End-December 1987
(January 1989)

Contains statistics on the volume and compo-
sition of the external debt of 155 countries in
1986 and 1987 with a country coverage wider
than any other publication of its kind. The
techniques by which the figures are compiled
enables the reader to make more comparisons
than is usually possible. It also includes esti-
mates of the amortisation payments each
country was due to make on its long-term debt
in 1988. Full technical explanations are pro-

vided.

See pp. 20-22 of this issue.

{43 89 02 1) ISBN 92-64-13198-1, 30 pp.
F60 £6.00 US$10.50 DM21
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GEOGRAPHICAL DISTRIBUTION OF
FINANCIAL FLOWS TO DEVELOPING
COUNTRIES
Disbursements-Commitments-Economic
Indicators 1984-1987/

REPARTITION GEOGHA‘PHIQUE DES
RESSOURCES FINANCIERES MISES A LA
DISPOSITION DES PAYS EN
DEVELOPPEMENNT. Versements-
Engagements-Indicateurs économiques
(February 1989) Bilingual

(43 89 01 3) ISEN 92-64-03145-6, 320 pp.

F170 €£20.50 US$36.00 DM70

RECYCLING JAPAN’'S SURPLUSES

FOR DEVELOPING COUNTRIES

by Terutomo Ozawa

(February 1989)

By 1988, net Japanese assets abroad stood at
$300 billion, more than was cumulatively
recycled by OPEC countries in the 1970s. What
are the implications of Japan's emergence as
the world’s new financier, both globally and for
the developing countries in particular? As sur-
plus Japanese industrial capacity is redeployed
abroad, supported by huge financial transfers,
this study by a leading Japanese economist
examines the relationship between Japan's
large internal savings and its external surplus,
outlines the main forms of investment in devel-
oped and developing countries, and discusses
the potential for further recycling of Japan's
financial surpluses in the developing world.
{41 88 05 1) ISBN 92-64-13177-9, 108 pp.

F90 £11.00 US$19.00 DM37

NEW FORMS OF INVESTMENT

IN DEVELOPING COUNTRIES:

Mining, Petrochemicals, Automobiles,
Textiles

(April 1989)

See pp. 23-27 of this issue,

(41 89 02 1) ISBN 92-64-13188-4, 368 pp.

F230 £28.00 US$48.50 DM95

FINANCIAL POLICIES AND
DEVELOPMENT by J. Polak

(February 1989)

See pp. 15-19 of this issue.

92-64-13187-6, 196 pp.

F140 £17.00 US$29.50 DMS8

Energy

NEA (Nuclear Energy Agency)

‘Feasibility of Disposal of High-Level
Radioactive Waste into Seabed’ Series
One of the options suggested for disposal of
high-level radioactive waste resulting from the
generation of nuclear power is burial beneath
the deep ocean floor in geologically stable
sediment formations which have no economic
value. The eight-volume series provides an
assessment of the technical feasibility and
radiological safety of this disposal concept
based on the results obtained by ten years of

co-operation and information exchange among
the member countries participating in the NEA
Seabed Working Group.

A special 30% Discount Order may be entered for the
complete set of these eight volumes at a price of:
F994 £116.00 US$219.00 DM427.

VOLUME | - OVERVIEW OF RESEARCH
AND CONCLUSIONS

(December 1988)

(66 B8 09 1) ISBN 92-64-13164-7, 68 pp.

F90 £11.00 US$20.00 DM39

VOLUME Il - RADIOLOGICAL
ASSESSMENT

(February 1989)

{66 B8 10 1) ISBN 92-64-13165-5, 328 pp.

F220 £26.00 US$48.50 DMa5

VOLUME IlIl - GEOSCIENCE
CHARACTERISATION STUDIES

{February 1989)

(66 88 11 1) ISBN 92-64-13166-3, 320 pp.
F220 f26.00 US$48.50 DM35

VOLUME IV - ENGINEERING
(February 1989)

(66 88 12 1) ISBN 92-64-13167-1, 240 pp.
F170 £20.00 US$36.50 DM74

VOLUME V - DISPERSAL OF
RADIONUCLIDES IN THE OCEANS:
MODELS, DATA SETS AND REGIONAL
DESCRIPTIONS

(February 1989)

(66 88 13 1) ISBN 92-64-13168-X, 464 pp.
F280 {33.00 US$62.00 DMI121

VOLUME VI - DEEP-SEA BIOLOGY,
RADIOLOGICAL PROCESSES AND
RADIOBIOLOGY

(February 1989)

(66 88 14 1) ISBN 92-64-13169-8, 220 pp.

FI150 £18.00 US$33.00 DME5

VOLUME VII - REVIEW OF LABORATORY
INVESTIGATIONS OF RADIONUCLIDES
MIGRATION THROUGH DEEP-SEA
SEDIMENTS

(February 1989)

(66 B8 15 1) ISBN 92-64-13170-1, 276 pp.

F190 £22.50 US$42.00 DMa2

VOLUME VIl - REVIEW OF PROCESSES
NEAR A BURIED WASTE CANISTER

(February 1989)

(66 88 16 1) ISBN 92-64-13171-X, 136 pp

F100 £12.00 US$22.00 DM43

EXCAVATION RESPONSE IN
GEOLOGICAL REPOSITORIES FOR
RADIOACTIVE WASTE/

EFFETS DE L'EXCAVATION SUR LE
COMPORTEMENT DES DEPOTS
GEOLOGIQUES DE DECHETS
RADIOACTIFS

(February 1989) Bilingual

(66 89 02 3) ISBN 92-64-03148-0, 544 pp.

F280 £34.00 US$59.00 DM115

NUCLEAR ACCIDENTS. Intervention
Levels for Protection of the Public
(January 1989)

The impact of the 1986 Chernobyl accident
called attention to the importance of improving
international harmonisation of the principles
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and criteria for the protection of the public in the
event of a nuclear accident. This report provides
observations and guidance related to the har-
monisation of radiological protection criteria,
and is intended to be of use to national
authorities and international organisations
examining the issue of emergency response
planning and international levels.

(66 89 01 1) ISBN 92-64-13191-4, 98 pp.

F70 £8.50 US$15.00 DM29

NUCLEAR LAW BULLETIN

ISSN 0304-341X

(Half-yearly)

No. 42 and Supplement*

DECEMBER 1988

(67 88 42 1) 98 pp. + 40 pp.

*Contents:

Sweden: 1988 Radiation Protection Act and
Ordinance

United States: The Price-Anderson Act as
amended by the Price-Anderson Amendments
of 1988

Issues not sold separately

Subscription for one year (two issues & Supplements)
1988 (No. 41, June/No. 42, December):

F120 £12.00 US$24.00 DMS3

1989 (No. 43, June/No. 44, December):

F150 £17.60 US$33.00 DME5

Financial Affairs

FINANCIAL MARKET TRENDS
ISSN 0378-651X

NO. 42 (February 1989)

Per issue:

F80 £10.00 US$17.00 DM33

Subscription (3 issues per year):
F170 £19.90 US$38.00 DM73

Competition Policy

COMPETITION IN BANKING

(April 1989)

Competition in financial services has consider-
ably intensified since the late 1970s under the
impact of profound changes in demand and
supply, new communication and information
technologies and ever-increasing international-
isation of national financial systems and mar-
kets. Moreover, public policy has been designed
to promote the efficiency of financial systems
through greater reliance on market forces and
more regulatory scope for competition. This
report presents the results of an extensive
enquiry into banking structures and regulations
in OECD countries and assesses the most
significant changes since the early sixties. A
history of deregulation and an inventory of
relevant anti-trust laws as well as statistics on
structural changes in financial systems are
annexed to the report.

(21 89 01 1) ISBN 92-64-13197-3, 372 pp.

F240 £29.00 US$50.00 DM99

COMPETITION POLICY IN OECD
COUNTRIES 1987-1988

{February 1989)

This report describes the main developments in
competition policy and law enforcement in this
field in OECD countries and by the institutions of
the European Communities in 1987 and early
1988.

(24 83 01 1) ISBN 92-64-13192-2, 336 pp.
F160 £19.50 US$34.00 DMEE

Consumer Policy

ELECTRONIC FUND TRANSFERS,
PLASTIC CARDS AND THE CONSUMER
(February 1989)

Consumers generally appreciate the advant-
ages offered by ’'plastic money': its conve-
nience, the speed of transactions and the ease
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of access. They are also aware of a number of
problems related to its use, such as fraud,
malfunctions and lack of printed records. This
study discusses these consumer concerns and
the remedies available or envisaged in member
countries which respect basic consumer rights
without impeding innovation in retail banking.
See Daryl |. Maddern, "The Consumer and the Plastic Card’,
::';n;gOECD Observer, No. 156, December 1988/ January
(24 88 04 1) ISBN 92-64-13179-5, 120 pp.

F80 £10.00 US$17.00 DM33

10 BESTSELLERS
Codes and Prices

(to order,
please use the form inserted in this issue.)

1. OECD ECONOMIC OUTLOOK -
No. 44
(12 88 44 1) ISBN 92-64-13184-1, 188 pp.
F100 £11.70 US$22.00 DMA43

2. DEVELOPMENT CO-OPERATION

1988 REPORT
(43 88 06 1) ISBN 92-64-13174-4, 254 pp.
F170 £20.00 US$37.50 DM74

3. TOURISM POLICY
AND INTERNATIONAL TOURISM
IN OECD MEMBER COUNTRIES
Evolution of Tourism in OECD

Member Countries in 1987
(78 88 01 1) ISBN 92-64-13158-2, 176 pp.
F130 £15.50 US$29.00 DMS6

4. NEW FINANCIAL INSTRUMENTS
Disclosure and Accounting
(21 88 06 1) ISBN 92-64-13159-0, 224 pp.
FI50 £18.00 US$33.00 DM65

5. THE TAX/BENEFIT POSITION
OF PRODUCTION WORKERS
1984-1987 Bilingual

{23 B8 08 3} ISBN 92-64-03142-1, 252 pp.
F140 (16,50 US$31.00 DM61

6. VOLUNTARY AID
FOR DEVELOPMENT:
The Role of Non-Governmental

Organisations
(43 88 05 1) ISBN 92-64-13153-1, 154 pp.
F90 £11.00 US$20.00 DM39

7. THE SAHEL FACING THE FUTURE
Increasing Dependence or
Structural Transformation.
Futures Study of the Sahel
Countries 1985-2010

(44 88 01 1) ISBN 92-64-13157-4, 268 pp.
F125 (£15.00 US$27.50 DM54

8. INTERNATIONAL MERGERS
AND COMPETITION POLICY
Bilingual
(24 88 03 3) ISBN 92-64-03143-X, 116 pp.
F90 £11.00 US$20.00 DM39

9. DISABLED YOUTH:
The Right to Adult Status
(96 88 02 1) ISBN 92-64-13132-9, 62 pp.
F55 £6.50 US$12.50 DM24

10. “Accounting Standards
Harmonization” Series
No. 5 - CONSOLIDATED
FINANCIAL STATEMENTS
bilingual
(21 88 05 3) ISBN 92-64-03141-3, 82 pp.
F50 £6.00 US$11.00 DM22

Manpower and Social Affairs

MECHANISMS FOR JOB CREATION:
Lessons from the United States

(January 1989)

The "American Job Machine’ has created 30
million jobs during the last 15 years. In addition
to macro-economic factors, this success can be
explained by a multitude of initiatives, a real
entrepreneurial spirit, a determined collabora-
tion in development between private and public
actors, and active interventions by states,
cities, universities, employers and local commu-
nities. This book describes and analyses the
local dynamics of job and enterprise creation.
See ‘The Great American Job Machine’, The OECD
Observer, No. 152, June/July 1988,

(84 88 01 1) ISBN 92-64-13186-8, 212 pp.

F120 £14.50 US$25.50 DMS0

NEW TECHNOLOGIES IN THE 1990s:

A Socio-Economic Strategy (February 1989)
This report discusses the means to enhance
economic and social progress offered by the
new technologies within the context of the
increasingly interdependent nature of the global
economy. It argues that technological change is
a social process: the potential benefits can be
fully exploited only if technical change is accom-
panied by appropriate structural and institu-
tional reforms. The report makes recommend-
ations for such reforms pertaining to the areas
of enterprise, education and training, invest-
ment, international and regional transfer of
technology, and R&D and technology assess-
ment policies.

(81 88 07 1) ISBN 92-64-13180-9, 108 pp.

F90 £11.00 US$19.00 DM37

Industry, Science, Technology

THE IRON AND STEEL INDUSTRY/
L'INDUSTRIE SIDERURGIQUE-1987
{January 1989) Bilingual

(58 89 01 3) ISBN 92-64-03144-8, 50 pp.

F50 £6.00 US$10.50 DM21
BIOTECHNOLOGY:

ECONOMIC AND WIDER IMPACTS

(March 1989)

New biotechnology differs from other 20th-
century major technologies in that its human
and social consequences will be felt long before
its economic impact. This report reviews the
vast scientific and technological potential of
biotechnology while also emphasising industrial
constraints. It examines problems concerning
its diffusion throughout the economy, structural
changes foreseen in public health and agricul-
ture and its long-term impacts on international
trade, competitiveness and employment.

See Salomon Wald, "The Impact of Biotechnology’, The
OECD Observer, No. 166, February/March 1989.

(93 89 01 1) ISBN 92-64-13196-5, 132 pp.

F95 [11.50 US$20.00 DM39

GOVERNMENT POLICIES AND THE
SPREAD OF MICRO-ELECTRONICS
(February 1989)

Micro-electronics is diffusing rapidly in manu-
facturing in products and in processes (for
example, flexible manufacturing systems,
robots, stock control, storage and retrieval
systems). But the pattern of applications varies
widely between different countries, different
industies and firms of different sizes. Govern-
ments have an important role in improving the
supporting technical infrastructure, in in-
creasing the flow of information and in
improving and widening training and skill devel-
opment, particularly in small firms.

(70 88 04 1) ISBN 92-64-13161-2, 184 pp.
F126 £15.00 US$27.50 DM54
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THE CHANGING ROLE OF GOVERNMENT
RESEARCH LABORATORIES

(March 1989)

In recent years there has been a fundamental
reappraisal of the role of government research
laboratories. They are now expected to contri-
bute more strongly and directly to innovation
and the technological development of the econ-
omy. After analysing the place of government
laboratories in the research system, this study
examines how their planning, funding and
management methods are changing with a view
to increasing this contribution, and it reviews
ways of promoting the utilisation of their

research and expertise.
192 89 01 1) ISBN 92-64-13181-7, 88 pp.
F70 £8.50 US$15.00 DM29

ICCP Information, Computer and
Communication Policy, Series

No. 19 - TELECOMMUNICATION
NETWORK-BASED SERVICES:
IMPLICATIONS FOR
TELECOMMUNICATION POLICY

(April 1989)

Telecommunication regulatory patterns have a
major impact on the structure of supply, the
range and prices of telecommunication services
for different users. This report provides a
detailed analysis of the policy framework in
which Telecommunication Network-based Ser-
vice (TNS) markets are developing in the dif-
ferent OECD countries. TNS are services that
combine information production manipulation,
storage and/or distribution with the use of
telecommunication facilities and software func-
tions. The study shows that here are divergent
models for the development of TNS markets in
OECD countries.

(93 89 05 1) ISBN 92-64-13205-8, 290 pp.

F200 £24.00 US$42.00 DM82

No. 18 - INFORMATION TECHNOLOGY
AND NEW GROWTH OPPORTUNITIES
{March 1989)

Identifies the growth areas and opportunities in
the field of information technology over the next
ten to fifteen years due to the increased
production and use of information and informa-
tion-technology-based goods, processes and
services. Particular attention is given to the
quantitative and qualitative nature of predicted
developments. Other topics discussed include
IT-miniaturisation, the adding of ‘intelligence’
to goods and service, integration and intercon-
necting of IT equipment to build networks and
customisation.

The major contributors to this volume are
Professor Kenichi Imai (Japan), Professor Chris-
tiano Antonelli (Italy), Richard J. Solomon
{United States), and Eric Arnold and Ken Guy
{United Kingdom)

(93 88 05 1) ISBN 92-64-13102-7. 226 pp.

F100 £12.00 US$22.00 DM43

No. 17 - INTERNATIONALISATION OF
SOFTWARE AND COMPUTER SERVICES
(February 1989)

The market for software and computer services
is increasingly international. Many of the
leading companies in industry are expanding
into foreign markets by setting up direct sub-
sidiaries or acquiring local firms or granting
licences. Although there are no significant
obstacles to internationalisation, some prob-
lems concerning access to public-sector mar-
kets, telecommunications and software protec-
tion still exist.

(93 88 06 1) ISBN 92-64-73139-9, 210 pp.

F120 £14.50 US$26.50 DM52
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THE MEASUREMENT OF SCIENTIFIC AND
TECHNICAL ACTIVITES

R&D Statistics and Output Measurement
in the Higher Education Sector.
‘FRASCATI MANUAL' SUPPLEMENT

(March 1989)
(92 89 02 1) ISEN 92-64-13193-0, 80 pp.
F55 {7.00 US$12.00 DM23

Education

EDUCATION AND THE ECONOMY

IN A CHANGING SOCIETY

{(March 1989)

As OECD countries face far-reaching economic
and social changes, the necessity of adjusting
their educational systems to new requirements
is becoming urgent. This study reports on the
discussions and conclusions of an OECD con-
ference on this subject. For the first time a
political consensus was reached internationally
in identifying problems and approaches to their
solutions.

See Gregory K. Wurzburg, "Education, Economy and Political
Will', The OECD Observer, No. 154, October/November
1988.

(91 88 03 1) ISBN 92-64-13176-2, 116 pp.

FBO £10.00 US$17.00 DM33

PATHWAYS FOR LEARNING.

Education and Training from 16 to 19
{March 1989)

This report focuses on the structure and content
of studies designed for the growing number of
adolescents who enroll in some form of educa-
tion and training after completing basic compul-
sory schooling. It questions the validity of the
traditional distinctions between general, tech-
nical and vocational education and puts forward
the view of education at this level as a

foundation stage for future work and studies.
See Dorotea Furth, ‘School and Beyond', The OECD
Observer, No. 154, October /November 1988.

(91 88 02 1) ISBN 92-64-13175-2, 144 pp.

F85 £10.00 US$19.00 DM37

Environment and Urban
Affairs

ENVIRONMENTAL POLICY BENEFITS:
MONETARY VALUATION

(March 1989)

The economic rationale of environmental poli-
cies is often obscured by the difficulty in
weighing costs which are easily measured in
monetary terms, against benefits for which
monetary measures are not readily available.
The benefits, such as improved health, longer
life, and preservation of natural resources, have
to be recorded and measured in monetary terms
to provide a common measure for comparing
benefits with costs. This report provides a
critical review of studies carried out in Europe
and the United States and explores a set of
monetary evaluations of benefit, which can be
taken into account in the making of deci-
sions.

This study was prepared by David W. Pearce
and Anil Markandya, respectively Professor of
Economics and Senior Lecturer in Economics at
University College London.

See David Pearce and Anil Markandya, "Pricing the Environ-
ment’, The OECD Observer, No. 151, Aprl/May 1988
(97 88 07 1) ISBN 92-64-13182-5, 108 pp.

F95 E£11.50 US$20.00 DM39

RENEWABLE NATURAL RESOURCES:
ECONOMIC INCENTIVES AND IMPROVED
MANAGEMENT

{February 1989)

(97 89 01 1) ISBN 92-64-13194-9, 180 pp.
F86 £11.50 $20.00 DM39

AGRICULTURAL AND ENVIRONMENT
POLICIES.

Opportunities for Integration

(February 1989)

Farmers produce our food and protect the
landscape, but some of their activities also
pollute the environment. This report describes
the approaches being tried by OECD countries
to promote the one and discourage the other. It
also identifies opportunities for integrating envi-
ronmental and agricultural policies, and argues
that proposed cuts in economic support for
agriculture could produce important benefits for
the environment.

See Ferenc Juhasz and Dawvid Juckes, 'Cultivating the
Environment’, The OECD Observer, No. 156, Febru-
ary/March 1989.

(97 88 04 1) ISBN 92-64-13127-2, 256 pp.

F100 £12.00 US$22.00 DM43

CITIES AND TRANSPORT.

Athens, Géteborg, Hong Kong, London,
Los-Angeles, Munich, New-York, Osaka,
Paris, Singapore

(January 1989)

Presents innovations in the management of
transport systems in cities. Contains detailed
studies of the following cities: Athens, Gothen-
burg, Hong-Kong, London, Los-Angeles, Mu-
nich, New-York, Osaka, Paris and Singapore.A
companion report, "Transport and the Environ-
ment’ published in 1988 describes the environ-
mental impact of transport. It assesses the
efficacy of technical changes to motor vehicles

in reducing air pollution and noise.
(97 88 09 1) ISBN 92-64-13183-3, 232 pp.
F210 £25.50 US$44.50 DM87

* TRANSPORT AND THE ENVIRONMENT
{(April 1988)

See Ariel Alexandre and Christian Averous, “Transport’s Toll
on the Environment’, The OECD Observer. No. 150,
February/March 1988,

(97 88 01 1) ISBN 92-64-13045-4, 130 pp.

F95 £11.20 US$21.00 DMA1

Transport

Road Research

@ DURABILITY OF CONCRETE ROAD
BRIDGES

(March 1989)

(77 89 01 1) ISBN 92-64-13199-X, 148 pp.

F110 £13.50 US$23.50 DMA46

ECMT (European Conference of Ministers
of Transport)

@® DISABLED PEOPLE AND CARS
(February 1989)

{75 89 01 1) ISBN 92-821-1127-X, 112 pp.

FE60 £6.50 US$13.00 DM25

® DELINQUENCY AND VANDALISM IN
PUBLIC TRANSPORT - ROUND TABLE 77
(February 1989)

(75 898 02 1) ISBN 92-821-1126-1, 168 pp.
Fg5 £11.50 US$20.00 DM39

Agriculture and Fisheries

AQUACULTURE:

Developing a New Industry

(April 1989)

Aguaculture is an emerging industry in the
OECD member countries, producing high-value
fish, shellfish and seaweed products for human
consumption. This report, the first broad survey
of aquaculture within the OECD area, provides
an overview of policy, trade, marketing and
technical issues, as well as an assessment of
potential economic impacts.

A companion volume containing technical
papers submitted to a special session of the
OECD Fisheries Committee is published sepa-
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rately under the title ‘Aquaculture: A Review of
Recent Experience’.

See Carl-Christian Schmidt, 'The Fishy Business of Aquacul-
ture’, The OECD Observer, No, 154, October/MNovember
1988.

(53 B9 01 2) ISBN 92-64-13206-6, 120 pp.

F160 £19.50 US$34 DME6

OECD STANDARD CODES FOR THE
OFFICIAL TESTING OF AGRICULTURAL
TRACTORS

(January 1989)

The Standard Codes for the Official Testing of
Agricultural Tractors, first established in 1959,
have now become the official Codes for most
OECD member countries and a growing number
of non-OECD countries. Because of their
increased use worldwide, the OECD recognised
the importance of issuing the Codes as an
official publication. They are a necessary tool
for official national testing and standards
authorities, testing stations and engineers, and
manufacturers. The Codes provide specific
tests for the following:

@® Tractor Performance

® Tractor Performance (Restricted Code)

@ Protective Structures (Dynamic Test)

® Protective Structures (Static Test)

® Noise in Protective Structures

Two additional Codes will be published in
1989, together with any amendments to the
present Codes, and will be sent free of charge to
purchasers of this volume who return the card

enclosed for this purpose.
(51 89 01 1) ISBN 92-64-13178-7, 196 pp.
F200 £24.00 US$42.00 DM82

Statistics

NATIONAL ACCOUNTS OF OECD
COUNTRIES/COMPTES NATIONAUX DES
PAYS DE L'OCDE

Bilingual

Volume | - Main Aggregates/Principaux
agrégats - 1960-1987

(January 1989)

(30 89 01 3) ISBN 92-64-03146-4, 152 pp.

F120 £14.50 US$25.50 DM50

IEA (International Energy Agency)

QUARTERLY OIL STATISTICS AND
ENERGY BALANCES/STATISTIQUES
TRIMESTRIELLES DU PETROLE ET
BILANS ENERGETIQUES ISSN 0376-6536
Bilingual

Second Quarter 1988

1988/No. 3 (January 1989)

(60 88 03 3) 334 pp.

Each issue:

F200 £23.40 US$44.00 DMS86

1989 Subscription:

F640 £75.00 US$140.00 DM275
ENERGY PRICES AND TAXES

ISSN 0256-2332 (Quarterly)

Third Quarter 1988

(January 1989)

(62 89 01 1) ISBN 92-64-13189-2, 280 pp.
Each issue

F200 £23.40 US$44.00 DMS86

1989 Subscription

F640 ([75.00 US$140.00 DM275

Erratum

In 'Taxing Consumption” by Kenneth
Messere and John Nerregaard, The
OECD Observer, No. 156, February/
March 1989, the Table on VAT rates in
OECD countries on p. 27 should have shown
the UK lower rate as 0%, the Portuguese
higher rate as 30%, and the yield in New
Zealand from the standard rate as 100%.

42

MAIN SCIENCE AND TECHNOLOGY
INDICATORS/PRINCIPAUX INDICATEURS
DE LA SCIENCE ET DE LA TECHNOLOGIE
ISSN 1011-792X Bilingual

1982-88/2 (January 1989)

(94 88 02 3)

Issues not sold separately

1989 Subscription (2 issues per year):

F150 £18.00 US$33.00 DME5

1989 OECD CATALOGUE

OF PUBLICATIONS

free on request

OECD STATISTICS
ON MICRO-COMPUTER

Statistics from a number of OECD publications
are available in computer-readable format for
use on IBM-PC (or compatible) micro-compu-
ters. They offer subscribers easy, rapid access
to a wide variety of economic and financial data
on OECD member countries.

Data are provided on 5': double-sided, dou
ble-density diskettes in an OECD-specific for-
mat. Each diskette contains a simple program
for translating the data into DIF, SYLK, LOTUS
WKS or LOTUS PRN formats, for easy transfer
to popular spreadsheet packages.

Statistical data currently available on micro-
computer diskette include:

THE ECONOMIC OUTLOOK

Annual subscription:  FF1,900 US$400

ANNUAL NATIONAL ACCOUNTS

Annual subscription:  FF1,200  US$250
QUARTERLY NATIONAL ACCOUNTS
Annual subscnption:  FF2,200 US$460

MAIN ECONOMIC INDICATORS

Annual subscnption:  FF6,000 US$%1,260

MAIN ECONOMIC INDICATORS

Histoncal Series [1960-1969, 1970-1979, 1979-1988)
Price per decade set: FF2.000 US$420
EXTERNAL DEBT STATISTICS

Annual subscription:  FF500 US$110
GEOGRAPHICAL DISTRIBUTION OF FINANCIAL
FLOWS TO DEVELOPING COUNTRIES
Annual subscnption: FF1,200 US$250
INTEREST RATES ON INTERNATIONAL AND
DOMESTIC MARKETS

Annual subscription: FF2 500 US$525
STATISTICS OF EXTERNAL INDEBTNESS:
2ANK AND TRADE-RELATED NON-BANK
EXTERNAL CLAIMS ON INDIVIDUAL
BORROWING COUNTRIES AND TERRITORIES
Annual subscnption:  FF500 US$110

LEADING INDICATORS AND BUSINESS
SURVEYS

Annual subscription:  FF5,000 US$1,100

MAIN SCIENCE AND TECHNOLOGY
INDICATORS

Annual subscription:  FF500 US$110

MONTHLY OIL AND GAS STATISTICS
Annual subscrniption:  FF6,000 US$1,300
MONTHLY OIL AND GAS TRADE DATA
Annual subscniption:  FF4,000 US$850

ANNUAL COAL INFORMATION

Annual subscription:  FF2,000 US$450

Many statistical files are available also on
magnetic tape for use on mainframe compu-
ters. For more information contact:

OECD Publication and Information Centres
in Washington, Tokyo or Bonn
or
Client Services Unit
QECD Publications Service, Paris

OECD HEADQUARTERS, PARIS

Vacancies can occur in the OECD Secretariat
in the following disciplines:

Public Administration
Balance of Payments
National Accounts
Agricultural Economics
Development Economics
Energy Economics
Industrial Economics
Labour Economics
Monetary Economics
Econometrics

Urban Studies

Fiscal Policy

Nuclear Engineering
Macro-economics
Nuclear Physics
Education Policies
Social Affairs

Statistics

Computing and Communications

® Qualifications required:

relevant university degree; at least two or
three years' professional experience; very
good knowledge of one of the two official
languages of the Organisation (English and
French) and ability to draft well in that lan-
guage; good knowledge of the other.

® [nitial appointment:

two- or three-year fixed-term contract.

® Basic annual salary:

from FF 224,600 or FF 263,100 (Adminis-
trator) and from FF 307,400 (Principal
Administrator), supplemented by further ad-
ditional allowances depending on residence
and family situation.

Vacancies are open to both male and female
candidates from OECD member countries.
Applications, in English or French (specifying
area of specialisation and enclosing detailed
curriculum viteg), should be marked ‘OBS'
and sent to:

Personnel Division
OECD
2, rue Andre-Pascal
75775 PARIS CEDEX 16
FRANCE

OQ[CDIE

(i)
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Where to obtuain OECD Publications

ARGENTINA
Carlos Hirsch S.R.L.,
Florida 165, 4° Piso,
(Galeria Guemes) 1333 Buenos Aires
Tel. 33.1787.2391 y 30.7122

IRELAND
TDC Publishers - Library Suppliers,
12 Morth Frederick Street, Dublin 1
Tel. 744835-749677

PORTUGAL
Livraria Portugal,
Rua do Carmo 70-74,

1117 Lisboa Codex. Tel. 360582/3

AUSTRALIA
D.A. Book (Aust.) Pty. Ltd.
11-13 Station Street (P.0. Box 163)

Mitcham, Vie. 3132 Tel. (03) 873 4411

AUSTRIA

QECD Publications and Information
Centre, 4 Simrockstrasse,

5300 Bonn (Germany)

Gerold & Co., Graben 31, Wien 1

Tel. (0228) 21.60.45
Tel. 52.22.35

BELGIUM
Jean de Lannoy,
Avenue du Roi 202

B-1060 Bruxelles Tel. (02) 538.51.69

ITALY

Libreria Commissionaria Sansoni,

Via Benedetto Fortini, 120/10,

Casella Post. 552

50125 Firenze Tel. 055/645415
Via Bartolini 29, 20155 Milano Tel. 365083
La diffusione delle pubblicazioni OCSE viene assicurata dalle
principali librerie ed anche da: Editrice e Libreria Herder,
Piazza Montecitorio 120, 00186 Roma  Tel. 6794628
Libreria Heepli, Via Heepli 5, 20121 Milano  Tel. 865446
Libreria Scientifica Dott. Lucio de Biasio "Aeiou”

SINGAPORE/MALAYSIA
See "Malaysia/Singapore”

SPAIN
Mundi-Prensa Libros, S.A.,
Castello 37, Apartado 1223, Madrid-28001
Tel. 431.33.99
Libreria Bosch, Ronda Universidad 11, Barcelona 7
Tel. 317.53.08/317.53.58

CANADA
Renouf Publishing Company Ltd
1294 Algoma Road, Ottawa, Ont. K1B 3W8

Tel. (613) 741-4333
Stores:
61 Sparks St., Ottawa, Ont. K1P 5R1

Tel. (613) 238-8985
211 Yonge St., Toronto, Ont. M5B 1M4

Tel. (416) 363-3171
Federal Publications Inc.,
301-303 King St. W.,
Toronto, Ont. M5V 1J5

Tel. (416)581-1552
Les Editions La Liberté Inc.,
3020 Chemin Sainte-Foy,
Sainte-Foy, P.Q. G1X 3V6,

Tel. (418)658-3763

SWEDEN

AB CE Fritzes Kungl. Hovbokhandel,
Box 16356, S 103 27 STH,
Regeringsgatan 12,

DS Stockholm

Subscription Agency:

Wennergren-Williams AB,
Box 30004, S104 25 Stockholm

Tel. (08) 23.89.00

Tel. (08)54.12.00

Via Meravigli 16, 20123 Milano Tel. 807679
JAPAN

QECD Publications and Information Centre,

Landic Akasaka Bldg.,

2-3-4 Akasaka, Minato-ku,

Tokyo 107 Tel. 586.2016
KOREA

Kyobo Book Centre Co. Ltd.,
P.0.Box: Kwang Hwa Moon 1658,

Seoul Tel. (REP) 730.78.91

LEBANON
Documenta Scientifica /Redico,
Edison Building, Bliss St.,

P.0.B. 5641, Beirut Tel. 354429-344425

DENMARK
Munksgaard Export and Subscription Service
35, Nerre Segade, DK-1370 Kebenhavn K
Tel. +45.1.12.85.70

FINLAND
Akateeminen Kirjakauppa,

Keskuskatu 1, 00100 Helsinki 10 Tel. 0.12141

MALAYSIA/SINGAPORE

University of Malaya Co-operative Bookshop Ltd.,

7 Lrg 51A/227A, Petaling Jaya,

Malaysia Tel, 7665000/ 7565425

Information Publications Pte Ltd

Pei-Fu Industrial Building,

24 New Industrial Road No. 02-06

Singapore 1953 Tel. 2831786, 2831798

SWITZERLAND

QECD Publications and Information Centre
4 Simrockstrasse

5300 Bonn (Germany)

Librairie Payot,

6 rue Grenus, 1211 Genéve 11
Maditec S.A.

Ch, des Palettes 4

1020 — Renens/Lausanne
United Nations Bookshop

Palais des Nations
1211 - Genéve 10

Tel. (0228) 21.60.45

Tel. (022) 31.89.50

Tel. (021) 635.08.65

Tel. (022) 34.60.11 (ext. 48.72)

TAIWAN

Good Faith Worldwide Int’l Co., Ltd.

9th floor, No. 118, Sec.2 Chung Hsiao E. Road

Taipei Tel. 391.7396/391.7397

FRANCE
QECD
Mail Orders:
2, rue Andre-Pascal, 76775 Paris Cedex 16
Tel, (1) 45.24.82.00
Bookshop : 33, rue Octave-Feuillet, 75016 Paris
Tel. (1) 45.24.81.67 or (1)45.24.81.81
Librairie de |'Universite,
12a, rue Nazareth,

13602 Aix-en-Provence Tel. 42.26.18.08

NETHERLANDS

SDU Uitgeverij

Christoffel Plantijnstraat 2
Postbus 20014

2500 EA's-Gravenhage
Voor bestellingen:

Tel. 070-789911
Tel. 070-789880

THAILAND

Suksit Siam Co., Ltd.,
1715 Rama IV Rd.,
Samyam Bangkok 5

INDEX Book Promotion & Service Ltd.
59/6 Soi Lang Suan, Ploenchit Road
Pathumwan, Bangkok 10500
Tel. 250-1919, 252-1066

Tel. 2511630

GERMANY
OECD Publications and Information
Centre, 4 Simrockstrasse,

5300 Bonn Tel. (0228) 21.60.45

GREECE
Librairie Kauffmann,
28 rue du Stade,

105 64 Athens Tel. 322.21.60

HONG KONG

Government Information Services,
Publications {Sales) Office,
Information Services Department
No. 1 Battery Path, Central

NEW ZEALAND

Government Printing Office Bookshops:
Auckland: Retail Bookshop,

25 Rutland Street,

Mail Orders, 85 Beach Road

Private Bag C.P.Q.

Hamilton: Retail: Ward Street,

Mail Orders, P.0. Box 857

Wellington: Retail, Mulgrave Street, (Head Office)
Cubacade World Trade Centre,

Mail Orders, Private Bag

Christchurch: Retail, 159 Hereford Street,
Mail Orders, Private Bag

Dunedin: Retail, Princes Street,

Mail Orders, P.O. Box 1104

TURKEY
Kiiltur Yayinlari Is-Tark Ltd. Sti.
Atatirk Bulvari No: 191 /Kat. 21

Kavaklidere/ Ankara Tel. 25.07.60
Dolmabahce Cad. No: 29

Besiktas/ Istanbul Tel. 160.71.88
UNITED KINGDOM

H.M. Stationery Office,

Postal orders only: 101)873-8483

P.0.B. 276, London SW8 5DT
personal callers:

49 High Holborn

London WC1V 6HB

Branches at: Belfast, Birmingham,
Bristol, Edinburgh, Manchester

Tel. (01)873-9090, or

ICELAND
Snabjorn Jonsson & Co., h.f.,
Hafnarstraeti 4 & 9,

P.0.B. 1131 — Reykjavik  Tel. 13133/14281/11936

NORWAY

Narvesen Info Center — NIC,

Bertrand Narvesens vei 2, P.O.B. 6125 Etterstad,

0602 Oslo 6 Tel. (02) 67.83.10, (02) 68.40.20

UNITED STATES
OECD Publications and Information Centre,
2001 L Street, N.W., Suite 700,

Washington, D.C. 20036-4095  Tel. (202) 785-6323

INDIA
Oxford Book and Stationery Co.,
Scindia House, New Delhi 110001 Tel. 331.5896,/5308

PAKISTAN
Mirza Book Agency

65 Shahrah Quaid-E-Azam, Lahore 3 Tel. 66839

VENEZUELA
Libreria del Este,
Avda F. Miranda 52, Aptdo. 60337,
Edificio Galipan, Caracas 106
Tel. 951.17.05/ 951.23.07/951.12.97

17 Park St., Calcutta 700016 Tel. 240832
INDONESIA
Pdii-Lipi, P.0. Box 3065/JKT. Jakarta Tel. 583467

PHILIPPINES
I.J. Sagun Enterprises, Inc.
P.0. Box 4322 CPO Manila
tel. 695-1946, 922-9495

YUGOSLAVIA
Jugoslovenska Knjiga,
Knez Mihajlova 2, P.0.B. 36, Beograd Tel. 621.992

Orders and inquiries from countries where Distributors have
not yet been appointed should be sent to OECD Publications
Service, 2, rue André-Pascal, F 75775 Paris Cedex 16.

Director : Lucien Dantin

Printed in France
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