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On road safety
Your article in the March issue

of OECD Observer No. 216

makes many valuable points

and rightly highlights the
problem of pedestrians. May I,
as an uban policy analyst, put

a proposal to you. Ministries
of Transport and even road
safety authorities tend to por¬
tray road casualties by means

of graphs which show casualty
rates per head of population.
As in the case of the graph in

your own article this portrayal
generally shows a satisfying
decline. This in turn permits

policy-makers to feel comfort¬
able about what they are do¬
ing. But death and injuries on
the roads can be shown other¬

wise. Accumulated numbers of

road victims could be forecast

over a period of, say, a decade
so as to depict the sum of hu¬
man suffering, and the accu¬
mulated health service costs,

that flow from current road ve¬

hicle technology and use.

If such an exercise was done

for OECD countries the result¬

ing picture would be sobering:
if it was done for India and

other developing countries it

would be horrifying. Together
the two kinds of forecasts (and

the singling out of occupant
and pedestrian casualties)
promise to be of huge impor¬
tance for road safety. It should

be possible to use the data to
put real pressure on the mo¬
tor industry, a body which has,
in my view, never taken re¬
sponsibility for the lethal side-
effects of its products.

Terence Bendixson,

39 Elm Park Gardens

London SW10 9QF

United Kingdom

Biotechnology

and development
I have read with interest the

Spotlight on Biotechnology in

the March edition of the Ob¬

server (no 216). The issues

treated - public perception,
consumer concerns over food

safety IPRs, trade barriers - re¬
flect concerns currently ex¬

pressed in OECD countries. It
is disconcerting, however, -

particularly as someone who is
quite familiar with the OECD
Development Centre's work on
biotechnology - to find only a
few short sentences throughout

the Spotlight referring specifi¬
cally to countries outside the
OECD. In today's context of

globalisation and sustainable
development, such a narrow

perspective is difficult to de¬
fend. During what became
known as the Green Revolu¬

tion, new technology was de¬

veloped in the international ag¬
ricultural research centres and

national agricultural research
systems specifically to increase
food supply in developing
countries. The technology

"package" consisted of high-
yielding varieties of wheat,
maize and rice, chemical pesti¬
cides and herbicides and, often,

irrigation. Green Revolution
technologies did indeed in¬
crease grain production. How¬
ever, they were also the vehicle
for transferring the chemicals-
intensive methods of produc¬

tion predominant in the most
technologically-advanced sys¬
tems of OECD countries to de¬

veloping countries.

This model of production has
been brought into question and
more sustainable methods of

production must be sought.
Biotechnology - whether in the
form of new varieties with spe¬

cific properties, or as a tool in
the research process - now of¬
fers all countries the potential
for more sustainable agricul¬

ture, that is an agriculture
which, inter alia, causes less

water and soil pollution. For
developing countries it also has

the potential for improving lo

cal food crops and for creating
drought-resistant varieties. The
potential of biotechnology for
developing countries will not
necessarily be realised by im¬
porting the same food prod¬
ucts and the same varieties as

those developed for OECD
countries. Furthermore, bio¬

technologies produced for in¬
tensive OECD agriculture may

perform poorly under the pro¬
duction conditions of develop¬

ing countries.

What is needed therefore is

more innovation within devel¬

oping countries. Even though
it is clear that some elements

of technology and knowledge
need to be transferred from

external sources, it is still im¬

portant that biotechnology in¬
novations should be generated
within the research and inno¬

vation systems of developing
countries. This would require

increased, sustained public re¬
search effort and innovative

forms of collaboration be¬

tween the public and private
sectors. The Green Revolution

technologies were developed

as "public good" technologies,
funded largely by philanthropy
and the international donor

community. In contrast, agri¬

cultural biotechnology has

been spearheaded by private
sector interests.

Developing countries in the

process of reform have gener¬
ally been compelled to reduce
public funding of research. At
the same time, official devel¬

opment assistance has tended
to contract. Yet, as your edito¬

rial says , " it is the developing
world which has the greatest
need for the new knowledge

and techniques promised by
biotechnology". What role

could OECD play in helping
developing countries meet this
challenge?
Carliene Brenner

4, Allée du Bord de l'Eau

75016 Paris, France
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The constituency of the future
DONAfD J. JOHNSTON, SECRETARY-GENERAf OF THE OECD

Editorial

On the Eiffel Tower here in Paris where

the OECD is based, there is a clock which

clicks clown the days left to the end of

the 20lh century and the beginning of the new. It
is a large, brightly-lit clock and it can be seen
from quite a distance away. At the time of writ¬
ing there were 178 days to go. Tomorrow it will
be 177. Soon it will be 10 and in the blink of an

eye, it will be day zero, or is that day 1? The idea
is important because during the months ahead
many people's minds will be filled with a mix¬
ture of excitement and anxiety about the future.
There will also be a sense of nostalgia and cel¬
ebration of the past, for when you drift into a
new era, as with every New Year, you leave an¬
other one behind. There will of course be much

to celebrate. The last half century alone has been
a period of extraordinary human progress, in the
sciences, in the conquest of space, in industry,
entertainment and discovery. Life in 1999 is quite
a lot different to what it was in 1949. A large
group of people bears witness to that time, of
hope, of rebuilding after the devastation of war,
of renewal in ideas, in technology and possibili¬
ties. It was in effect a constituency for the future.
The OECD is one institution which was forged
from that exciting period of reconstruction and
international co-operation, helping often dispir¬
ited governments and people understand and
meet the challenges that lay before them. Despite
our successes, some of the challenges we have
encountered over the decades came as quite
a shock, from political conflicts and tragic assas¬
sinations to oil price changes and global warm¬
ing. Certainly, had a well-reasoned map of the
future been available to us over the years to help
us plot our way forward and perhaps avoid some
of these problems, I am sure we would have used
it eagerly.

Today's constituency for the future is even larger
and more demanding than before. Perhaps by
having experienced rapid change ourselves we
are more conscious of our relationship with fu¬

ture generations. But there is more to it than that.
People are not only living longer, they can ex¬
pect to be healthy throughout most of their lives
too. And greater personal responsibility for wel¬
fare has meant that more and more people feel
they have a direct stake in the future. Indeed,
investments they make or which are made col¬
lectively on their behalf depend on anticipating

the way ahead: whether in pensions, in environ¬
mental developments, in energy or in global po¬
litical arrangements. And in this time of thicken¬
ing innovation and dizzy expansion, particularly
in fields such as electronic commerce and bio¬

technology, there is a great pressure to find fast,
though considered, responses. To anticipate the
future well, if not precisely, and to allow us the
opportunity to influence developments ahead of
time: that is what today's constituency of the fu¬
ture rightly wants.

One problem today is that the future arrives too
quickly! Time, of course, has not sped up, but
the rapidity of change, driven by modern tech¬
nology, makes it increasingly difficult to adapt
our public policy frameworks, let alone create

new ones. But try we must. The OECD's response
to this challenge was to establish the International
Futures Programme in 1990, to help us think
clearly and plan well. The Spotlight of this Ob¬
server is drawn from that programme, and a range
of other articles in this special summer edition
also consider the future in its longer term, usu¬
ally 50 years.

The OECD has an important role to play in the
building of the new age. The challenges will
mount and new local and global problems will
abound. The OECD will be there to balance the

objectives, to guard against contingencies and use
its expertise to advance best practice advice to its

member governments. It is not a forum to pro¬
mote an acquired ideology or a unitary view. It is
not a closed club either: in this year's ministerial
council the Organisation showed its new sense

of global responsibility by opening up dialogue
with non-members for the first time. The OECD

has a duty to review itself just as it reviews its
members, to keep its knowledge up to date, to
make sure it is capable of offering a service to the
citizens of tomorrow's world. It is our engage¬
ment in lifelong learning! When I see that clock
on the Eiffel Tower calling out the days, and the
teams of excited young tourists gathered round
it, I am reminded that the vast constituency of
the future will expect no less.

j^

Observer No. 217/218 Summer 1999



Jacques Delors, former

president of the European
Commission and France's

former minister of economy
and finance under François

Mitterrand, is joining the

OECD on a part-time basis

to act as Special Adviser to

the Secretary-General of the
OECD, Donald J. Johnston.

According to the Secretary-
General, Mr. Delors will

Jacques Delors
joins OECD

as a Special Adviser
ors, former play an important role in advantage f<play an important role in

assisting with policy forma¬
tion. "Mr. Delors will help

us bring together more effec¬
tively the economic and so¬
cial dimensions of our work,

a challenge for all member

governments as we move

further into knowledge-
based economies where the

quality of human capital is
the major comparative

advantage for everyone,"
Mr. Johnston said on an¬

nouncing the appointment,
which takes effect from

1 July 1999. Mr. Delors will
advise on a wide range of
subjects in the OECD's
work programme, which
touches nearly all areas of

public policy.

Observer@oecd.org.

A clearer perspective on GDP

Thanks to new OECD

data, it is now possible

to compare real GDP per

capita accurately across
52 different countries. The

new OECD data on real

GDP per capita based on

purchasing power parities

(PPPs) covers not just
OECD countries, but a

number of former com¬

mand economies in Cen¬

tral, Eastern and South

Eastern Europe and the
former Soviet Union as

well. Comparing GDP lev¬
els of different countries

using PPPs gives a clearer

picture of actual wealth

than calculations based on

regular currency exchange
rates. This is because PPPs

adjust for the differences in
price levels, and hence in
purchasing power, between
countries. The new data re¬

veals some rather wide in¬

come gaps. For the OECD
as a whole, including the

Czech Republic, Hungary

and Poland but excluding

Korea (figures not avail¬
able), real GDP per capita

in 1996 averaged nearly
US$20 000. However, the

average for Slovenia and the
Czech Republic was 67%
and 64% of the OECD level.

On the same scale, per
capita GDP in the Balkan

region were: Romania 33%,

Croatia 32%, Bulgaria 25%,
the Former Macedonian

Republic of Yugoslavia 21%
and Albania 14%. Russia

had the highest GDP per
head of the former Soviet

Union, according to the
PPP measure, with 34% of

the OECD average, fol¬
lowed by Belarus and
Kazakhstan with 26% and

22% respectively. Most of
the others were 15% or less.

The data will be updated
in 2000.

stat.contact@oecd.org

Better

regulation
for better

governance

It is one thing to have

regulation, it is quite an¬

other to have good regula¬
tion. Improving the legal
quality of regulations,
whether by revising them
individually or rebuilding
whole sections, can help

economic and social per¬

formance, as well as go¬
vernance. Not surprisingly,

regulatory reform is attract¬
ing more and more interest
as governments volunteer
themselves for review un¬

der the OECD's Regulatory

Reform Programme. The
aim is to assess individual

countries against interna¬

tional best practices and to
suggest targetted action for
reform. The United States

and the Netherlands have

recently been reviewed. A
report on Japan was pub¬
lished in April, and another

on Mexico is due shortly. I

www.oecd.org/subject/
regreform/
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Corporate governance: getting it right together -

The OECD and the

World Bank agreed at
the end of May to co¬

operate in the promotion of

improved corporate go¬
vernance on a world-wide

basis. Both institutions are

committed to assisting go¬

vernments in evaluating

and improving the legal, in¬
stitutional and regulatory
framework for corporate
governance in their coun¬

tries. The move responds to

mandates from finance

ministers and central bank

governors of the G-7 and
the OECD countries.

The agreement envisages a
newly created Global Cor¬

porate Governance Forum
and enhanced structures for

policy dialogue and devel¬

opment in regions and in¬
dividual countries. The new

forum is expected to be
launched in September and

will bring together repre¬
sentatives from regional de¬
velopment banks, interna¬

tional organisations, private
sector, and developing tran¬
sition countries. There will

be a Private Sector Advisory
Group drawn from around
the world. The new initia¬

tive leans on the respective

strengths of the two organi¬
sations: the World Bank's

long experience of working
with developing and tran

sition economies to estab¬

lish effective corporate gov¬
ernance systems and infra¬
structures, the OECD's rich

experience of consulting
with both public and pri¬
vate sectors in its member

and non-member countries,

culminating in its Corpo¬

rate Governance Principles
that were finalised earlier

this year.

www.oecd.org/daf/

governance/principles, htm

- and in Russia

Abuse of corporate

governance remains a

common problem in Russia.
Investors have often seen

their shares diluted by in¬

siders and major share¬

holders. Companies have

seen their assets stripped by
various means of transfer

pricing. The interests of
creditors have not been

adequately protected and
the mobilisation of capital

has been hampered.
Yet, good corporate govern¬
ance is central for raising
much-needed investment

and stimulating economic
activity. The Russian go¬
vernment has made pro¬
gress in economic reforms

but more is needed to pro¬
mote better governance,

encourage dialogue, iden¬

tify areas for technical as¬

sistance and to plan the way

ahead. It is against this
background that a decision
was taken at an OECD

meeting in Moscow to set

up a twice yearly Round
Table on corporate govern¬
ance in Russia. The aim is

to bring together securities

regulators, judiciary ex¬

perts, representatives of the
financial and securities in¬

stitutions and corporate

leaders, as well as repre

sentatives of stakeholders

and civil society. The
Moscow initiative was co-

sponsored by the World
Bank and the US Agency for
International Development,
with close support from the
Russian government.

www.oecd.org/daf/peru/
home.htm

www.worldbank.org/
html/fpd/privatesector/cg/

Irish aid rises fastest

This year Ireland marks

the 25th anniversary of

its official aid programme.
Over the last five years, the
volume of Ireland's official

development assistance
(ODA) has risen by an av

erage of 20% a year in real

terms, the most rapid

growth of any of the

OECD's Development As¬
sistance Committee (DAC)

countries. Preliminary data
indicate that Ireland's devel

opment co-operation

reached 0.3% per cent of

GNP in 1998, nearly dou¬
ble its 1992 level. Six DAC

reviews are conducted

every year. Forthcoming re¬
views include Norway in

October, Austria in Novem¬

ber and Australia in Decem¬

ber. Reviews have already
been released this year
on Japan (April) and
Denmark (March).
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Observer

news

New Latin American

observers to FATF

Partnership
for Belfast

One important way of

strengthening North¬
ern Ireland's economy is

through partnership pro¬

jects to regenerate its cities.
On 24-25 June 1999 the

OECD's territorial develop¬
ment service (TDS) and the

Trade Union Advisory
Committee (TUAC) held a

high-level seminar in
Belfast on Partnerships and

Local Development. The
seminar emphasised how
much had been accom¬

plished in the regeneration
of the city over the past dec

ade. The seminar focused

on the activities of

Laganside Corporation to
redevelop the River Lagan
and its banks, with recom¬

mendations for economic

growth, job creation and so¬
cial cohesion in the next

phases of development in
the city centre. The seminar
highlighted partnerships
and strategies for sustain¬
able development which
combine environmental

and social objectives.

TDS. contact® oecd.org

The Financial Action

Task Force on Money

Laundering (FATF), the

world's leading anti-money

laundering authority which
operates from the OECD's
seat in Paris, marked its

tenth anniversary this
month with the announce¬

ment of invitations to three

Latin American countries to

join it as observers. The in¬
vitations to Argentina,
Brazil and Mexico, which

will take effect at FATF's

next meeting in September
in Portugal, respond to a
call by ministers from FATF
member governments in
1998 for a worldwide alli¬

ance against money laun

dering. The invitations to

Argentina, Brazil and
Mexico follow a political
commitment by the govern¬
ments of these countries to

endorse the forty FATF Re¬

commendations, to undergo
two mutual evaluations and

to play an active anti-money

laundering role in their re¬

gions. Full membership in
the FATF will be effective

upon successful completion
of a first mutual evaluation.

Announcement of the

invitations to the three Latin

American countries was

made in Tokyo on

2 July 1999.

www.oecd.org/fatf;
fatf.contact@OECD.org

New concern

about renewables

Balkans aftermath:

the OECD's role

In a report released at the
end of June, called The

Evolving Renewable Energy
Market, the International

Energy Agency called on
governments, industry, re¬
searchers and consumers to

work actively to promote

renewable energy resources.
Renewables, the IEA main¬

tains, are the key to a sus¬

tainable energy future. The
new report identifies a
number of problems that

slow the rate at which the

market adopts renewables.
It suggests several solutions,
including: reduction of
technology costs, innovative
financing mechanisms, sta¬
ble energy policies, fair ac¬
cess for renewables, infor¬

mation and training,
enhanced research and de¬

velopment efforts and inter¬

national co-operation.

www.iea.org

A:t a meeting in Petersberg,

Germany, on June 10,

foreign ministers of the
countries participating in

the Stability Pact for south
eastern Europe, including

European Union countries,
the United States, Canada,

Japan, Russia and a number
of south-east European

states, acknowledged the
OECD's strength as a forum

for dialogue on medium-
term structural policy. In a

communiqué, they invited
the OECD "to take an ac¬

tive part in the South East¬
ern Europe Regional Table

and to assist in the process
of economic reconstruc¬

tion, the strengthening of

good governance and ad¬
ministrative capacities and
the further integration of
affected states into the Eu¬

ropean and global

economy".
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Measuring minds

Although it is the com¬
bination of intellectual

and tangible capital of a
company that creates value,
intellectual capital is still

not measured or reported

adequately. That was one of
the key messages of a sym¬
posium on measuring and
reporting companies' intel¬
lectual capital in Amster¬
dam 9-11 June. It was or¬

ganised by the OECD with
the Netherlands Ministry of
Economic Affairs and Min¬

istry of Education, Culture
and Science and the Nordic

Industrial Fund. Frans van

der Wei, professor of ac¬

counting at the Free Univer¬

sity, Amsterdam and former
head of the Royal Dutch In¬
stitute of Chartered Ac¬

countants, chaired a techni¬

cal meeting to review
results of recent surveys of

1,800 companies, and case

studies and experimenta¬

tion in 125 companies in

What does electronic

commerce really

mean for business and go¬

vernment? Getting a grasp

on the policy implications of
the fast-moving digital
economy is a central part of
the OECD's work. In Octo¬

ber 1998 the OECD minis¬

terial conference "Realising
the Potential of Global Elec-

OECD countries. "Intellec¬

tual capital", or "intangi¬
bles", includes know-how

and experience of employ¬

ees, research and develop¬

ment and technology, or¬

ganisational structure,

marketing, customer and

supplier networks, and soft¬
ware. There has been some

progress in measuring hu¬

man capital, but clearly not
enough. According to some,
one of the difficulties is the

damaging tendency to see
the labour market rather

like one sees financial mar¬

kets, although for humans
rather than financial capi¬
tal. For more on this idea,

readers are invited to read

last January's edition of the
Observer no. 215, where

Joop Hartog, of the Univer¬
sity of Amsterdam, takes a
look behind the veil of hu¬

man capital.

dsti.contact@oecd.org

ADB chief calls for higher
private-sector standards in Asia

Tadao Chino, the presi¬
dent of the Asian Devel¬

opment Bank, has called on

the private sector in Asia to

enhance governance, trans¬
parency and information
disclosures. "Like the pub¬
lic sector," the ADB presi¬
dent said, "the private sec¬
tor should, for example,

also adopt international
standards in the area of

transparency and good go¬
vernance, and ensure

stronger due diligence and
better risk management in
their operations." The ADB
President also called for cor¬

porate restructuring, part¬

nerships between the pri¬
vate and the public sectors

and targetted financing for
reform measures from the

international community,

Staying up with e-commerce
tronic Commerce", held in

Ottawa, set out action plans

regarding the policy issues
to be tackled both by the
public and private sectors.

To take stock of develop¬
ments and to check progress
since then, a follow-up fo¬
rum will be held at the

OECD in Paris in Octo¬

ber 1999. It will examine

emerging issues and look at
what remains to be done to

help policy-makers to keep
ahead in the growing e-
world. Meanwhile, as a fol¬

low-up to the OECD book,
The Economic and Social

Impacts of Electronic Com¬
merce - Preliminary Findings

and Research Agenda, the
OECD is preparing a new

including the multilateral

lending institution. Tadao
Chino went on to explain
that the ADB was exploring
ways of helping the private
sector to achieve these

ends, but warned that these

investments by the ADB
could only bring about ben¬
efit in a context of "good
governance, privatisation of
state-owned banks, and the

creation of sound financing
mechanisms for the private
sector." The ADB president
was speaking at the 1999
International Forum on

Asian Perspectives, organ¬

ised jointly by the OECD

Development Centre and
the ADB in Paris on

June 29.

cendev.contact@oecd.org
or colm.foy@oecd.org

study on business-to-busi¬
ness e-commerce. Its aim is

to provide a comprehensive

quantitative and analytical
picture, with some policy
conclusions, of this domi¬

nant, though still insuffi¬
ciently understood, area of
the e-commerce market.

www.oecd.org/subject/
e commerce/
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United States

United States:

riding out the boom
RICHARD HERD, ECONOMICS DEPARTMENT, ECO.CONTACT@OECD.ORG

L
ast year was the seventh consecutive year of economic ex¬
pansion in the United States; real GDP rose by 3.9% in 1998.
The question everyone is asking is: can the boom continue?

When the legendary British prime
minister, Harold Macmillan, told his

electorate that they never had it so
good, he was talking about the UK
economy in the 1950s. The same

phrase could well be used about the

United States today. Some simple facts

do indeed show that the US economy

has rarely, if ever, been better. To start

with, it was the only G-7 country to

manage a growth rate above 2% in real

terms in the 1990s. Recent growth has
been most remarkable of all, since the

economy's average rate of increase has
been 4% over the last three years. The
sustained expansion has reduced the
unemployment rate to 4.3% of the la

bour force, a level not seen since the

second half of the 1960s.

Booming private consumption and
fixed investment have been the main

sources of this expansion. Households
have stopped saving and boosted their
spending instead. At the same time,
spurred by falling computer prices,

companies continued to increase

equipment outlays. Such a rapid
growth of private domestic demand
has offset the slackening in exports.
But inflation has declined. Against
this, with imports surging as demand

rose and exports falling, the current
account deficit on the balance of pay-

economy

ments rose and, for the first time in

half a century, the personal sector has
moved into financial deficit.

But can these good times continue?

Every stock market dip is eyed ner¬
vously as the beginning of a terrible
downturn, only to see the next day
turning into the scene of another bull
run. The small increase in official

short-term interest rates at the end of

June did not stop the markets' eupho¬
ria either. Indeed, it seemed like more-

business-as-usual within a day. But

there is a wisdom that what goes up
must come down, which in the case

of the US boom begs two questions:
When? And how? Cooking at the
causes of the upturn may help us to

come up with some answers.

What kind of productivity?

Three factors explain the excellent US

economic performance: strong pro¬
ductivity growth, falling import prices
and a marked increase in household

wealth. Productivity is very widely
seen as being one of the primary driv¬
ers of the boom, which is why great
care must be taken in looking at it.
Productivity has been boosted by a
rapid increase in capital formation that

has pushed investment to the relatively

high level of almost 12% of the net real
capital stock of the business sector,
well above its peak in any previous
cycle since 1945. To be sure, a higher
amount of replacement capital is
needed than in the past, because ol

greater expenditures on shorter-lived

equipment. Nonetheless, the growth

rate of the real net capital stock has
picked up in the last few years, reach¬

ing rates not seen since 1979.

It is this type of strength which has
led to the increase in the sustainable

growth rate of the US economy to al¬

most 3%. But what is particularly im¬

portant to note is that the associated

increase in labour productivity has
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mainly been associated with the boost

in the amount of equipment, especially
computers and related information
technology, used by each worker.
There is little evidence that the total

productivity of capital and labour has
accelerated. The significant gains in
1996 and 1997 can be explained by

the cyclical upswing in the economy,

but only a small part of the 1998 rise
could be used to justify a trend in¬
crease.

The growth in labour productivity has
meant that unit costs have not accel¬

erated as quickly as wage hikes would
indicate. Unit labour costs have been

generally well contained, as nominal

compensation has barely risen faster

than above-average productivity in¬

creases. However, competitive pres¬

sures have been extreme and corpora¬
tions have had to contend with falling

prices in 1998 that have led to a de¬

cline in corporate profit margins.

This stability in costs leads us to the
second factor accounting for the US
economy's good performance, and that
is the sharp fall in import prices. It is
important because the fall has re-

Labour productivity1 growth
in the US business sector
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strained inflation and so boosted de¬

mand. The import price deflator plum¬
meted in 1998 after declining the year
before, with the cost of oil plunging

by one-third, directly shaving a quar¬
ter of a percentage point off the con¬
sumer price index. Commodities were
particularly hard hit by the slowdown
in world demand. Other import prices

also fell, as the dollar appreciated,

bringing the largest improvement in
the terms of trade since 1983.

Quite simply, consumers have

lowered their saving rates
because their balance sheets

are in good shape.

The third reason for the boom is to be

found in the behaviour of US house¬

holds themselves. Quite simply, con¬

sumers have lowered their saving rates
because their balance sheets are in

good shape. Although debt has risen
rapidly, financial assets have grown
faster, while holdings of tangible as¬
sets have accelerated too. The net

worth of households has increased

over 10%, at an annual rate, in the last

three years, reflecting stock prices that
have grown 23% annually. Households
now hold almost a third of their finan¬

cial assets either directly or indirectly
in corporate equities - up from a quar¬

ter three years earlier.

So, can it last?

Regrettably, not all of these positive fac¬
tors can be expected to persist and

slower growth is likely. Plant and equip¬
ment investment is expected to slacken

as profits weaken and further surges in
share prices become less and less likely.
Consumer spending will slow too as a
result. Despite this slowing in demand,
inflation should pick up as oil prices
rise from their historical lows and, so

far, the exchange rate is little changed
from its 1998 average, lessening the
prospective fall in import prices.

These factors help to justify the
OECD's outlook for US growth: that it
should slow to 2% from the second

half of this year and hold at that rate
into 2000. Despite this slackening of
demand, the current account deficit is

expected to widen further, reaching
3.5% of GDP next year. Some increase
in unemployment also seems likely,

though it should still remain well un¬
der the OECD estimate of the equilib¬
rium level of 5.5% of the labour force,

leaving the economy operating above
its potential next year.

No radical shift in policies

Monetary policy has helped keep up

the momentum of the upswing. Inter¬
est rate cuts last fall averted a possible

slowdown, helping asset prices re¬

cover. The forecasts suggest that the
economy will indeed slacken with only
a moderate pickup in inflation. How¬
ever, if the recent strength of the
economy were to persist, and if evi¬

dence emerges that the current weak

inflationary situation cannot be sus¬

tained, then a case may be made for
tightening monetary policy.

As for fiscal policy, it has exerted a sta¬
bilising influence on the economy
in the past year. The general govern¬
ment account registered its second
surplus in the past thirty years, result¬
ing in net public debt falling to 42%
of GDP from a peak of 47% in 1995.

Policy decisions that checked the

growth of spending played a role in
this development, together with the
higher-than-expected increase in tax
revenues.

The five-year expenditure control pro¬
gramme agreed by Congress and the
Administration in 1997 has now

reached a crucial stage that will help
determine the medium-term outlook

for the budget position. Overall spend¬

ing was allowed to rise somewhat at
the start of the plan, but it will have to
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fall in nominal terms in the next three

years to stay within the legislated
spending caps. But spending cuts are

What goes up...

difficult when times are good and the
budgets are in surplus, since the po¬

litical demands on the federal purse

intensify. Measuring and, in many
cases, resisting those demands for

more money requires great determina¬
tion from the authorities. But if Con¬

gress can stick to the President's budget

proposal limiting the increase in dis¬

cretionary spending to the inflation
rate in the medium term, then net gen¬
eral government debt should fall to

around 10% of GDP by 2009, down
from its current level of 42%.

That is ten years away, but such a boost

to national savings is a key part of the
effort that is needed to meet the con¬

sequences of ageing in the next
40 years. The boom is unlikely to last
forever, but acting on the budget now
- and in the way intended - will help

to ensure that there will be more good
times in the future.
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Coping with the consequences of ageing

T
he long-term picture for the US economy very much depends on one thing: how policies are
developed to deal with ageing and the shifting structure of the population. Richard Herd
explains.

"The economy, stupid" has been a
proud motto in US politics in recent
years, and with good reason. But for it
to work in the years ahead, the
demographics had better not be for¬
gotten. The next forty years will see a
major change in the structure of the

US population: the number of elderly
is expected to increase markedly while
the growth of the working population
should slacken. The number of peo¬
ple over the age of 65 for each person
of working age could almost double.

The US changes are predicted to be

much less severe than in many other

OECD countries, since the US popu¬

lation will benefit from relatively high

fertility and immigration. Neverthe¬

less, the economic implications are still
serious.

There is also likely to be a slackening

in economic expansion owing mainly

to slower growth in the labour force.
If that happens, with the elderly con¬
suming more than the working popu

lation, personal savings may keep de¬
clining in the longer term, which, de¬

spite capital inflows, could result in

lower growth of the capital stock and
productivity. And that will affect liv¬

ing standards.

Taking the strain

Fortunately for the United States, the

private sector runs a well-developed
pension saving industry, so lessening
the strain on public finances, at least
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compared to other OECD countries.
Most notable has been the successful

experience with 401 (k) defined-
contribution plans, introduced in 1978
to induce people to accumulate assets
in preparation for their retirement. At
the end of 1997, more than

$1.8 trillion was invested in 401 (k)

and similar plans, almost three times

the size of the Social Security Trust

Fund portfolio. Two positive aspects
of this "success story" are worth
noting: 401 (k) plans have improved
the ease with which retirement saving

can be preserved when changing jobs,
which is good for labour flexibility;
and second, they have also given
individuals more responsibility as to
their own investment decisions for

retirement purposes.

But there will be strains on public fi¬
nances. In the next four decades, ac¬

cording to official projections, social
security pension payments and health

care costs for the elderly seem likely
to expand by 2.25% and 4% of GDP,

respectively. As a result, by 2034, ac¬

tuarial estimates suggest that there will
be no assets left in the Social Security
Trust Fund. However, while Social

Security and Medicare may be running

Blissfully planning ahead

Growth in number of elderly people
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large deficits, the remainder of the fed¬
eral budget should be generating sig¬

nificant surpluses. Over the very long
run, with no policy changes, Social Se¬
curity and Medicare could be running
deficits equivalent to 0.8% and 1.3%
of GDP. Increases in Medicaid for the

elderly will also add 0.3% of GDP to
the deficit - a total deficit due to age¬
ing of 2.4% of GDP. On the other hand,
the remainder of the budget has room
for tax cuts amounting to 1.6% of
GDP - provided that Congress sticks
to the President's spending plans. This
illustrates the importance of viewing
the government sector as a whole,

rather than just focusing on the age¬
ing components of the budget.

While the likely overall surplus in the
remainder of the budget may be suffi¬
cient to ensure the future of Social

Security, it cannot finance both Social

Security and Medicare. Structural

changes to both of these programmes

are required, rather than just book¬

keeping adjustments. The scale of the

changes that need to be made to pub¬

lic finances is, however, relatively
small - less than 1% of GDP compared
to the improvement in public finances
seen over the past six years.

The President's proposal for saving So¬
cial Security involves creating a reserve
to prolong the life of Social Security.
This planned reserve should ensure

that the unified budget (including So-

Structural changes to Social

Security and Medicare are

required, not just book¬

keeping adjustments.

cial Security) remains in surplus and
adds to national saving. This is a posi¬
tive development because interna¬
tional experience shows how difficult

it is to sustain and increase a budget
surplus.

As yet, no proposals have been made
as to how to safeguard Social Security
over the very long term. This would
likely require consideration of some of

the following options: some accelera¬

tion in the planned increases in the

retirement age, some linking of retire¬
ment age to life expectancy and per¬
haps lower cost of living adjustments.
Moreover, part of the President's pro¬
posal rests on obtaining high, and far
from certain, returns from investing
part of the Social Security Fund in
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equities. In addition, this part of the

President's plan may lead to the go¬
vernment holding 4% of each and
every US quoted company, so raising
issues of corporate governance.

Another element of the President's

plan, the creation of Universal Saving
Accounts, would be a step to boosting
the saving of low-income families. It
may be appropriate to build on the

proposed voluntary individual savings
accounts in order to safeguard the
well-being of the elderly beyond 2059
when, even with the proposed trans¬
fers, the Trust Fund will be exhausted.

To this end, the accounts could be re¬

designed as mandatory.

The biggest gap in current policy re¬
lates to Medicare. Progressively mov¬
ing Medicare towards a managed care
framework would seem appropriate,
using the federal employees' health
care plan as a basis for Medicare re¬

form. In this regard, the proposals that
were made by the Chairman of the

Medicare Commission appear reason-

r dticnai cour cil
of Senior Citizens

able. But reform is also necessary in
the area of integrating the long-term
care services provided by state and fed¬

eral governments and supporting more
home and community-based care sys¬
tems for the elderly, but with strict
control over home-care assistance. In¬

creasing participation in the labour

A movement with a future

force is another way to provide in¬
creased resources to meet the costs of

ageing. Already, far-reaching reform
has substantially reduced welfare rolls
and a strong economy has boosted the

employment of disadvantaged groups.
A lasting improvement in the position
of the least advantaged will require an

Ireland's economic boom
!
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Ireland, like the United States, is

ffiCthd^Hacevflfflre times h avie,;
.been good. In fact, its averagran-'

nuâTgrowth of 7.3% in 1 9jfoî98|\|i5J
the highest in the OECDTlnilatlofiis
low and unemployment has fallen.
Ireland has avoided some of the dips
experienced by many other OECD
economies too over the last decade.

Its small open economy seems nicely
balanced between the different busi¬

ness cycles of the United States on
the one hand and the EU core on the

other; whenever one has ailed, Ire¬

land has been buoyed by the strength
of the other. But this favourable dis¬

position of the Irish economy does
not explain the remarkable growth
record of recent years. The OECD's

latest country survey on Ireland does.
It cites favourable demographic fac-

funds have als'o rimR^^gniffCariP
contribution, as has integration in the
EU market. There have been impor¬
tant policy improvements too, not

just on the fiscal and monetary side,
but in industrial policy, regulation
and financing. These factors, as well
as the English language, have made
Ireland attractive to high value-added
foreign investors, especially from the
United States. The export-oriented,

highly skilled economy is now strong
in areas such as technology, pharma¬
ceuticals and traded services. Though
most of the investment and employ

ment is in US owned firms, German

and UK firms are p+esent. And the
future? Before Ireland was the "sick

man" of Europe; today the worry is
how to avoid the real risk of over¬

heating, especially as interest rates

are held down by the European cen¬
tral bank. Also, it has to remain at¬

tractive to investors, but guard
against a "dependency culture". Still,

Ireland's growth remains strong. As
long as the varying economic tides
between Europe and North America
remain favourable, its good times
may last a little while yet.
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enhancement of their educational op¬

portunities. The Survey points out that
one way of achieving this is to lessen
the extreme variations in spending

among different school districts.

Elsewhere, legislation underpinning fi¬
nancial regulation should be reformed.
The Glass-Steagall Act, dating from the
Great Depression, created barriers be¬
tween banks and other financial insti¬

tutions, which should be removed. In

addition, artificial barriers between
over-the-counter markets in deriva¬

tives and futures exchanges should be
lifted by relaxing the prohibitions of
some activities of regulated exchanges.

A lot to do therefore. But the math¬

ematics suggest there is little choice,
as well as little time, to get the poli¬

cies right. Certainly, in future years,
keeping demographics close to the
heart of US economic thinking and

strategy would be a wise move. Ne¬
glecting it would not. Perhaps there is
a clever motto in there too

somewhere. I
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Mexico:

looking forward
with caution

BÉNÉDICTE LARRE, ECONOMICS DEPARTMENT, ECO.CONTACT@OECD.ORG

Despite a difficult global environment, Mexico's economic per¬
formance has been broadly satisfactory. The next presiden¬
tial elections are in 2000 and the government will need to

hold a steady course until then.

With the crisis of confidence that ac¬

companied the 1994 presidential elec¬
tions fresh in everyone's mind, what
are the elections in 2000 likely to hold
in store? It does indeed appear that un¬

certainty mounts considerably during
election periods in Mexico. At least
that was the case in 1994, when the

crisis resulted in the depreciation of
the peso by 76% between Decem¬
ber 1994 and May 1995 and the intro¬
duction ol a draconian stabilisation

plan. The impact soon made itself felt:
by the end of 1995, inflation was run¬
ning at over 50% and GDP had fallen
by an average of 6% over the year.

Since then, the situation has improved

dramatically: real GDP growth has
topped 5% per year since 1996 and
employment in the formal sector has
risen by 14% against pre-crisis levels.
Another positive factor is that the eco¬
nomic fundamentals are considered to

be broadly satisfactory. The current
account deficit is only 3.8% of GDP,
inflation is now at least under control,

the public sector deficit currently
stands at only 1.25% of GDP and go

vernment debt, at no higher than 30%

of GDP, is relatively low.

Admittedly, the financial instability
triggered by the 1997 Asian crisis
forced the government to steer a fairly
prudent economic course. The risk of
fallout from the crisis in Russia in

August 1998, together with the con¬
tinued decline in oil prices - the source
ol over 30% of government revenues

- served only to harden this position.
Although the restrictive monetary and
fiscal policies put in place have not
been totally successful in curbing the
inflationary impact of the depreciation
of the peso, they have been broadly
effective in preserving confidence and
hence bolstering the real economy.

That said, the good performance of the
Mexican economy should be put in
perspective. Real wages are still 20%
lower than in 1994 and despite three

years of growth, per capita output has
risen by around only 3% or so.

Furthermore, there is an enormous de¬

velopment lag between Mexico and
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Don't relax just yet

most other OECD countries, despite
its significant progress in recent years.
Clearly, given a new political and eco¬

nomic context, the government will
have to continue to steer a careful

course until at least 2000, if it is to

keep investors confident and ensure a
smooth transition.

The past year has brought its difficul¬
ties. Faced with continuing uncertain¬
ties on the international front, the go¬
vernment decided to persist with a

restrictive macroeconomic policy in

1999. The crisis in Brazil in January
prompted a further tightening of mon¬
etary policy. This quick response lim

ited the contagion, since the rise in

interest rates and the fall in the peso
were short-lived and not nearly as
marked as in the aftermath of the Rus¬

sian crisis (see chart). In addition, the

share index recovered by almost 40%
in the first four months of the year. The
news on the international front has at

last also begun to look favourably on
Mexico: the world price of crude oil
has begun to pick up and demand in
the United States, Mexico's main ex¬

port market, has continued strong.

Resist lowering the guard

Nevertheless, the Mexican govern¬
ment cannot allow itself to be lulled

into adopting a less cautious approach.
There are still major areas of uncer¬
tainty and Mexico is still probably vul¬
nerable to external developments. Oil
prices may fall again for a start, and
this would compromise tax revenue
forecasts. Meanwhile, it would be fool¬

hardy to rule out the risk of renewed
turbulence on international financial

markets. Lastly, a more pronounced
slowdown in growth or simply a sharp
interest rate hike in the United States

would soon have repercussions on the
Mexican economy.

How can Mexico build up market con¬
fidence? The last 18 months have, at

least, given the Mexican government
more credibility, which bodes well for

the future. If the relatively limited im¬
pact of the recent Brazilian crisis is any
indication, the markets view Mexico

today as a different proposition to four
years ago. There are a number of rea¬

sons why this is so. First, Mexico's

adoption of a floating exchange rate
has prevented the accumulation of ma¬

jor disequilibria, while providing
enough flexibility to respond to exter¬
nal shocks. Second, when the govern¬
ment tightened macroeconomic policy
in 1998 it did so on both the fiscal and

monetary fronts. When the oil crisis

threatened to undermine fiscal objec-
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tives, the government responded with
three successive expenditure cuts to
offset the shortfall in revenues and

thus was able to meet its 1.25% deficit

target. At the same time, it tightened
monetary policy in order to stifle in¬
flation - which had already started to
fall in March 1999. All the above is evi¬

dence of good policy co-ordination
and has proved effective in maintain¬
ing equilibrium in the key areas of the
economy.

On the domestic front, several chal¬

lenges are looming. In the short term,
policy continuity will be needed to re¬
assure the markets as the elections ap¬

proach. At the end of 1998, the go¬
vernment unveiled its macroeconomic

scenario for 1999-2000. One of the

stated objectives of the strategy that it
outlined was to create the climate for

a smooth hand-over to the next ad¬

ministration. Although a tight fiscal

policy is to be maintained until 2000
at least - a decisive factor in bolster¬

ing investors' confidence - a genuine
medium-term framework for at least

the next four years would also be ad¬
vantageous.
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Broadening the tax base

Beyond these immediate considera¬
tions, certain specific areas require en¬

ergetic action. One such area is the low
level of tax revenues. Some measures

have been taken this year and should
boost receipts by almost one percent¬

age point of GDP. Nevertheless, tax
reform needs to continue. The prior¬

ity is to broaden the tax base by keep¬
ing preferential schemes to a mini¬
mum, reducing the large number of
goods and services that are exempt or
zero-rated for VAT purposes, limiting
the preferential treatment of corpora¬
tion tax in specific sectors (agriculture,
fisheries, land transport, publishing)
and cutting the exemption of fringe
benefits in personal income tax. Be¬
sides diluting revenue, these preferen¬
tial schemes complicate the adminis¬
tration ol the tax system and leave grey
areas that make tax evasion easier. One

possible option would be to limit zero-
rating for VAT to a few staple products
at most. This would be a much less

costly way of focusing transfers on
low-income groups.

Cutting spending in response to the
pressure of events is costly because it
postpones or reduces the scale of pro¬
grammes, that would bring great eco¬
nomic and social benefits. Public

spending in Mexico is among the low¬
est in the OECD area, at just 10% of
GDP (excluding debt servicing). At the
same time, the country is clearly lack¬

ing in physical infrastructure and is
lagging badly behind in the social sec¬
tor. The infant mortality rate, for in¬
stance, is almost 20 per thousand, as
opposed to 5 to 10 per thousand in
most other OECD countries. Also,

substantial educational needs still have

to be met; school-age children (five-
to fourteen-year-olds) account for al¬
most a quarter of the total population,
which is double the OECD average.

The government allocates 26% ol pub¬
lic spending to education, which is the

Interest rate movements

1995-99
3-month CETES rates1

1995 1996 1997 1998 1999

1. Tteasury bills.

Source: OECD

highest percentage in the OECD area
(including Korea), but as a percent¬
age of GDP it is substantially lower
than the average spent on education.

Mexico has to make up for its lags in
human resources and infrastructure

provision, though to do so requires
more financial resources. To avoid hav¬

ing to rely too heavily on oil revenues
- which are highly vulnerable to world
price fluctuations - the priority should
be to increase revenue-generating ca¬

pacity. The government should also
commit itself to further structural re¬

forms in several areas, particularly the
financial sector, in order to secure

strong and sustainable growth.

One of the major challenges for
Mexico in the future will be to create

employment lor the rapidly growing
labour force - nearly 1 million people
enter the labour market every year.

Further progress towards the govern¬
ment's social objectives must also be
made, despite the financial constraints.
Initiatives in areas such as education,

health care and poverty alleviation will
only deliver results in the relatively
long term and must therefore not be
postponed, whatever the outcome of
the next elections.
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Modest growth prospects
in world economy

world growth should pick up slightly in 2000. In OECD countries activity could slow. Though
the situation is improving for some emerging countries, the risk of further crises cannot be
ruled out.

The economic situation both world¬

wide and in the OECD area now ap¬
pears more satisfactory than six

months ago. World financial markets
have calmed down, fears that the Rus¬

sian crisis would have repercussions
elsewhere have not been realised, and

the Brazilian crisis has remained con¬

fined to the region. With the recovery
taking hold in the emerging Asian
economies and the situation in the

other non-OECD regions starting to
stabilise, world growth is set to remain
moderate in 1999, at around 2.5%, ris¬

ing to 3% next year.

In this general context and if there is
no further turbulence in financial mar¬

kets, OECD-wide growth should be
around 2.25% in 1999 and 2% in 2000.

However, the outlook varies across the

main regions. In the United States,

economic activity has remained excep¬
tionally buoyant, with fast growth, low
unemployment and no sign of infla¬
tionary pressures. The main question
is whether the US economy can con¬
tinue for much longer to operate at this
level(see article). High stock market
capitalisation ratios, very low house¬
hold saving and a growing deficit on

the current account are all signs of
growing imbalances in the US

economy. Output growth is set to be

around 3.5% this year and activity
should slow to about 2% in 2000.

Depressed by the sluggishness of ex¬

ports and low business confidence,

growth in the European Union should

accelerate, buoyed by the pick-up in

consumption and the gradual recov¬
ery of export markets in the countries
hit by the financial crisis. It could av¬

erage 2% this year and about 2.5%

in 2000. However, the cyclical situa¬
tions of the countries in the euro area

will continue to diverge widely, with
the production gap narrowing sharply
or disappearing in most countries, but
remaining large in Germany and Italy.
The unemployment rate in the Euro¬

pean Union should fall to 10%, the

lowest level recorded since the period
prior to the recession at the start of
the 1990s.

In Japan, the recession worsened in the

closing months of 1998, but there have

been a lew positive signs recently
which suggest improvements lie
ahead. For now, though, the continu¬
ing restructuring of the corporate sec¬
tor precludes a revival of domestic
demand in 1999 and real GDP could

fall by about 1% before stabilising
in 2000.

The prospects for the rest of the OECD
are mixed. Canada, Australia, Greece,

Hungary, Island, Poland and Sweden

should continue to enjoy strong
growth, although it will tend to slow

slightly in some cases. Activity should

pick up in Korea, and the recovery in
the New Zealand economy, after the

recession last year, should gather pace.
In contrast, the United Kingdom, Nor¬
way, the Czech Republic and Turkey

will experience slight or no growth this
year, and activity will slow in Denmark
to well below its potential rate. Out

side the OECD, economic perform¬
ance has been varied, and the short-

term outlook is hardly encouraging,
even though an improvement is fore¬
cast for 2000. The situation seems to

have stabilised in the emerging econo¬
mies but in most of the countries af¬

fected by the crisis the recovery is
likely to be only gradual next year; in
China, growth should slow somewhat

while still remaining high. Elsewhere,
Brazil's real GDP is contracting, which
should have negative consequences for
the rest of Latin America, while in

Russia, output is set to go on fallng
this year. For the moment, the direct

economic impact of the conflict in

Kosovo seems limited, though some
uncertainty may remain.

Risks of renewed turbulence exist in

some emerging economies. The
Brazilian situation could deteriorate

again; the economic conditions in
Russia could worsen, with effects

throughout the region; and the

slowdown of the Chinese economy
could be more lasting than initially
anticipated.

Surplus capacity and weak demand in

the emerging markets will keep down¬
ward pressure on world prices, though
the chances of world-wide deflation

appear to have receded.
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Bulgaria:
beginning to catch up
Bulgaria's economic performance has improved greatly compared with the

situation in early 1997. But before the country can achieve sustainable
growth, it will have to go through a long and difficult process of

restructuring.

The "laggard" of the East European transition
countries is today experiencing a prolonged

period of economic and political stability for
the first time since the central-planning regime

was abandoned. In early 1997, Bulgaria was in

the throes of a full-blown economic and po¬

litical crisis. Inflation, the public debt and the

budget deficit were spiralling out of control,
financial markets had virtually collapsed and

the Bulgarian authorities were unable to de¬
fend the national currency because of insuffi¬

cient foreign exchange reserves. In this des¬
perate economic context, the new government

that emerged from the elections of April 1997
adopted policies on the basis of an IMF agree¬
ment and embarked on an ambitious pro¬

gramme for fiscal consolidation and structural
reform. In addition, it set up a currency board
and pegged the exchange rate to the Deutsch
Mark.

The results of the new economic policy, which
marks a radical break with the past, have been
remarkable: the annual rise in the CPI, which

was close to 600% in 1997, fell to a negligible

level the following year, interest rates eased
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rapidly GDP has shown some signs of recov¬
ery, and the privatisation process has received
new impetus. As for the fiscal consolidation
objectives, virtually all of them have been
achieved or even exceeded: from 17% of GDP

in 1996, the consolidated budget deficit was

reduced to 5% in 1997 and entirely eliminated

in 1998, while domestic debt fell from nearly
70% of GDP at the end of 1996 to under 15%

at the end of 1998.

Bulgaria's macroeconomic situation and finan¬
cial stability do not appear threatened in the
near future. Due in part to the presence of rela¬
tively low interest rates, potentially volatile
short-term capital flows have been limited. Fur¬
thermore, the balance-of-payments support

provided by the IMF should be sufficient to
ensure that the overall external balance is

roughly in equilibrium. Nevertheless, in the
medium term, the crises in a number of other

emerging market economies could have a sig¬
nificant impact on the current-account balance.
The CIS countries have still absorbed a large

share of Bulgarian exports -17% in 1997 - and
the currency depreciation in Russia and other
countries affected by the crisis could have an

impact on Bulgaria's competitiveness. To this
should be added the indirect effects of the

Kosovo crisis, which could still compromise

the stabilisation programmes and economic re¬
forms in neighbouring countries, even though
the conflict is over. The Federal Republic of

Yugoslavia is a very important transit route for
Bulgaria - about 60% of Bulgaria's exports pass
through it. Even though they can still go
through Romania, destroyed bridges on the
Danube and the difficulties of overland trans¬

port have pushed up Bulgaria's transport costs.

The Kosovo conflict may have also had an un¬
fortunate effect on the attraction of foreign in¬

vestment to Bulgaria. But important difficul¬
ties in attracting foreign direct investment were
present even before the Balkans crisis. Balance-
of-payments statistics show a slowdown in di¬
rect and portfolio foreign investment inflows

in 1998 compared with 1997, estimated to have
fallen from approximately US$500 million to
US$300 million. While the environment for

international investment in transition econo¬

mies has been difficult in general during this

period, foreign investors still also complain
about the instability of tax rules and other regu¬
lations.

In the banking sector, the situation has im¬
proved substantially with a "revival of com¬
mercial banks" (see box on page 20). Broadly

speaking, the Bulgarian government seems to

have succeeded in laying the foundations for
the rebuilding of commercial banking and the
financial sector following the collapse in 1996
and 1997. But the commercial banks are still

not effective financial intermediaries between

domestic saving and investment.

Since the start of the crisis, they have invested

principally in relatively safe liquid assets such

as foreign and national government securities.
A consequence of the commercial banks' low
participation in the financing of the economy
is that firms, especially SMEs, are faced with a
serious shortage of liquidity and are unable to
tap the still embryonic stock market. It is to be
expected, however, that the creation of insti¬

tutions to support credit markets will take time.

The low level of institutional development of
credit markets raises some concerns about pos¬
sible future difficulties. While the progress on

The Kosovo conflict increased

Bulgaria's needs in balance-of-

payments support.

stabilisation facilitated a recovery in GDP af¬
ter it had plummeted at the height of the cri¬
sis, it is still below its previous levels. On a

quarter-by-quarter basis, aggregate output has
not shown much growth since the latter half
of 1997. While the Kosovo conflict increased

somewhat Bulgaria's needs in balance-of-pay¬
ments support, beyond that provided in the

1998 three-year agreement concluded with the
IMF, sufficient additional assistance should be

forthcoming. Nevertheless, Bulgaria's foreign
debt remains considerable - nearly 80% of GDP
- and the annual servicing of the official exter¬
nal debt will amount to about US$700 million

in the next few years.

While such a burden is bearable today, it could

prove difficult to obtain foreign loans outside
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the IMF programme unless international insti¬
tutions grant new loans as part of a reconstruc¬
tion strategy for the countries in the region.

In the immediate term, the revival of output,

financial markets, and especially the standard
of living, could prove to be a long and difficult
process. The budget has been balanced partly
by squeezing social expenditure to levels which
are fairly low compared with most other tran¬
sition countries. Such a policy may not be sus¬
tainable, given the magnitude of social assist¬
ance required. Very high inflation, the
tightening of financial policy and the blocking
of households' access to bank deposits during
the second half of 1996 and in early 1997, had

a drastic impact on the standard of living of
Bulgarian households, many of which were al¬
ready close to the poverty line. At the begin¬
ning of 1997, food shortages had even triggered
riots in some regions. Subsequently, incomes
and wages picked up slightly, but they are still
below their end-1995 levels, before the crisis,

and are low compared with those of most other
East European countries. In addition, the rate
of unemployment worsened, rising from 13.7%
in 1995 to 16% in 1998. In view ol the scale ol

the restructuring that is still required, this could
pose serious problems in coming years. The
population will be hit by further shake-outs in
unprofitable large industrial undertakings if the
private sector proves incapable of absorbing
surplus labour.

To meet these social challenges, the govern¬

ment has provided for a substantial rise in pub¬
lic spending and social expenditure in the 1999
budget. But at the same time it has announced
its determination to maintain a balanced budget

and to restrict spending further if expected lev¬
els of tax revenues do not materialise. The de¬

gree of success achieved in economic policy
since mid-1997 gives hope that the Bulgarian
government will continue to meet the consid¬
erable challenges that lie ahead, assuming,
however, that the fallout of the Balkans crisis
remains limited. H
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Restructuring

Bulgaria's banking system

In mid-1996 the Bulgarian

banking system was on the
point of collapse. Commercial
banks had negative aggregate

net worth and extremely low li¬

quidity, while the government
no longer had the resources to
bail them out. In practice, the

Bulgarian government used the
banks to provide implicit sub¬
sidies in the form of soft loans

to loss-making state-owned en¬

terprises. Themselves benefit¬
ing from soft refinancing, the
managers of commercial banks
also actively expanded credit to
the new private sector, often in
a context of corruption. Lend¬

ing by commercial banks to the
non-financial sector had

reached a level unseen in any

other European transition

economy.

The measures adopted since
then have addressed these

problems. The National Bank
changed strategy radically, con¬
siderably reduced bank refi¬
nancing and improved com¬
mercial banks' incentives.

Prudential regulations and su¬

pervision were strengthened
and made more severe. In the

second half of 1997 and 1998,

commercial banks seemed

properly capitalised and solvent
on aggregate, and the banking
sector as a whole managed to
show a profit. In Febru¬
ary 1998, however, 74% of as¬
sets were still concentrated in

7 large banks, 5 of which were

in State hands, the other two

having been privatised.

One of the main current prob¬
lems is that the weakness of the

institutional framework pre¬
vents commercial banks from

playing a profitable role in fi¬
nancial intermediation or the

development of corporate gov¬
ernance. They are not suffi¬
ciently equipped to take action

against firms that default on
payments. Furthermore, insti¬
tutions to handle bankruptcies

and liquidations are still very
underdeveloped, despite the
fact that many firms still report
losses and accumulate arrears.

Unless these fundamental weak¬

nesses are addressed, Bulgarian
commercial banks will most

likely be very limited in their
abilities to expand their loan
portfolios in a profitable way.

Tightening credit
outstanding commercial credit

to the non-financial sector,
real and dollar values

Source: BNP
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Taxation

Who pays the
highest income tax?

FLIP DE KAMP, FISCAL AFFAIRS DIVISION, DAF.CONTACT@OECD.ORG

AND CHIARA BRONCHI, ECONOMICS DEPARTMENT, ECO.CONTACT@OECD.ORG

Think carefully about that new job

Focusing on "headline" rates of tax can easily generate mis¬
leading conclusions about how much marginal income tax
people pay and about the effect taxes can have on earner

behaviour. In the second of their two-part series on taxes on in¬
come, Flip de Kam and Chiara Bronchi explain why.

It is not always high earners who pay
the highest marginal rates of taxes on

income. This assertion may appear to
contradict what one would expect of

progressive tax systems. Yet, in most

OECD countries many individuals in
low- to middle-income brackets find

themselves exposed to higher marginal
rates - that is the rate applied to the
last additional dollar, yen or franc
earned - than even the very rich. The

question is why? Part of the answer

lies in "bubbles", which are humps in
the structure of taxes on income. Bub¬

bles can develop in cases where in¬
come is subject to both personal in¬

come tax and social security
contributions. The tax base of those

contributions may be identical or simi¬
lar to that used for personal income
tax. But unlike for income tax, a ceil¬

ing or cap often applies; earnings

economy

above that ceiling are not subject to
social security contributions. A bub¬

ble appears if the combined marginal
rate of income tax and "capped" so¬
cial security contributions exceeds the

marginal income tax rate applicable to
income earned above that contribu¬

tions ceiling. For example, take a
country that imposes social security
contributions at a flat rate of 15% on

the first 50,000 units of income. Also,

suppose the first 25,000 units earned

are subject to 10% personal income
tax, the second 25,000 units is taxed

at 20%, and all income over 50,000 is

taxed at the top rate of 30%. To judge
by the headline rate alone, the latter

rate of 30% would seem like the high¬
est of the lot. But in practice it is those
with taxable income in the middle

bracket who pay the highest marginal
rate, since the marginal income tax and
social security add up to 35% of their
additional earnings. But taxpayers in
the highest bracket are not required
to pay the 15% social security contri¬
bution and so only pay 30% on their
highest earnings.

But bubbles do not just show up in
"all-in" rates of the combined taxes on

income. Occasionally, they appear in

standard personal income tax sched¬
ules as well. In the second half of the

1980s the US lederal income tax had

such a rate structure. At the time, in¬
come in the first bracket was taxed at

15% and income in the top bracket at

28%. It follows that tax relief for high-
income earners, which is determined

by the marginal tax rate, was almost
twice the tax relief for low-income

earners. To recoup the higher tax re¬
lief for well-off taxpayers, lawmakers
introduced a new 33% bracket which

they sandwiched between the low and

high brackets. The new middle rate

worked like this. Suppose for the sake
of illustration that the personal exemp¬
tion on income tax was $4,000 across
the board. Under the old structure be¬

fore the 33% band was created the tax

Observer No. 217/218 Summer 1999 2f



Taxation

economy

bill of low-income earners would have

been reduced by $600, since with the
exemption they would not have had
to pay the 15% tax on that $4,000. The
tax bill for those in the highest taxed
bracket would have been slashed by

$1,120, because they would have been
exempt from paying 28% on their
highest $4,000 of income. The differ¬
ence of $520 in favour of higher earn¬

ers was clawed back by inserting a
middle bracket of $10,400 taxed at

33%, that means 5% more tax to pay

than before, or $520. So, although the

tax relief for the highest earners re¬

mained at 28%, or $1,120, by taxing

middle earnings more, the new bracket
effectively balanced the tax relief for
those in the low and the top brackets
at $600. The rates of the federal in¬

come tax in Switzerland show a simi¬

lar "bubble" today.

A job can make you poorer

Another rather curious situation

which does not show up when study¬

ing headline rates is that low earners
can find themselves confronted with

very high marginal tax rates, in some
rare cases exceeding 100%. The rea¬
son for this is that lower earners not

only pay more tax when their income
goes up, but in many cases they lose
part of their means-tested tax relief,
subsidies and benefits as well. The loss

of this income acts as an "implicit" tax

at the margin. The rational response
of workers who find themselves in this

situation is to reduce the number of

hours they work. Their gross wage
would of course be lower if they did,

but in return they would pay less tax
and receive more means-tested subsi-

Employees' social security contributions
and personal income tax less transfer payments, 1997
% of gross wage earnings at Average Paid Worker level
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dies and benefits. As a result, their net

disposable income would increase de¬
spite putting in fewer hours.

This type of situation occurs to vary¬
ing degrees in different OECD coun¬
tries, depending on the peculiarities
ol various social protection pro¬

grammes. Take the example of an un¬
employed couple with two young chil¬
dren. Suppose that after five years'
unemployment, one of them takes up
a lowly paid job. In Finland or Swe¬
den net income in and out of work

would be the same in that case, since

each unit of income earned is can¬

celled out by a unit of benefits fore¬
gone once employment is taken up.
In other words, there is an implicit tax

rate of 100%. In the case of Denmark

and the Czech Republic, the implicit
rate in a similar case would be almost

100%, and in Germany and the United

Kingdom it would be around 80%. In
France and the United States the im¬

plicit rate would be about 50%, since
half the increase in earnings is wiped

out by a loss of benefits. In Japan, the
implicit tax actually exceeds 140%,
meaning our one-earner couple would
be worse off with the new job than
without it. What's more, they may have

to be wary when it comes to staying

in the job itself, since small wage in¬
creases can expose low-wage earners

to high implicit tax rates as their
means-tested benefits get cut further.

As the next chart shows, the "all-in"

top rates of the combined taxes on per¬
sonal income may also vary by type of
income. Labour income is more heav¬

ily taxed if it is subject to contribu¬
tions earmarked to finance employee

social insurance. Rates of personal in¬
come tax proper may also differ, de-
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pending on the type of earnings. For
example, capital income, which is of¬

ten an important revenue component

of the well-off, is often not subject to
most social security contributions. In

addition, over the past fifteen years a
number of OECD countries have in¬

troduced low, flat rates for certain

types of capital income, notably inter¬
est and dividend earnings. This is the
case for Belgium, the Czech Republic,
Greece, Hungary, Italy, Poland and the

Nordic countries. Flat rates on capital
income can reduce the overall progres-
siveness of the income tax and under¬

mine its redistributive effect.

Moreover, any examination of the

highest statutory income tax rates that
does not also take these low, flat rates

on capital income into account tends

to overstate the tax burden of high
earners.

Why were these flat rates introduced?

One explanation is that they were a

response to growing pressures from

cross-border tax competition. Finan

cial capital, being highly mobile, tends
to flow to those jurisdictions where it
is taxed at the lowest rates. To address

capital flight, tax policy-makers may
decide to reduce the domestic tax bur¬

den on capital income. The moves

were also part of a more general strat¬
egy designed to lower the efficiency
costs of taxation by reducing rates,
while at the same time spreading taxes
more widely along the capital income
tax base.

Planning privilege

Another point to remember when

looking at "statutory" tax rates, which
are the tax rates as set by law, is that
many high-income earners actually
escape paying them. There is of course
no automatic reason to assume that

high-income groups are more inclined
to evade taxes than are low to middle

income groups simply because they
are better off. Nevertheless, it is true

that the self-employed, who make up
a significant proportion of high-in-

Highest "all-in" tax rates, 19981
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come earners, are generally in a better

position than other groups of taxpay¬
ers, particularly those who are taxed

at source, to limit their tax obligations.
This they can do legally, by using tax
breaks for business, and illegally, by
under-reporting their income (see
Spotlight on Taxation in Observer 215,

January 1999).

Tax planning is often used to take the

bite out of high rates. If properly done,
high-income earners may see their tax¬
able income shrink, their tax bills fall

and their disposable income rise. For
example, in some countries the cor¬

poration income tax rate is substan¬

tially lower than the top income tax
rate, providing the self-employed with
a strong incentive to cloak their busi¬

ness in a corporate veil while paying
themselves only a small director's sal¬

ary. In the Netherlands the gap be¬
tween the corporation and top per¬
sonal income tax rates is 25 points -
35% and 60% respectively. Another
practice is to transform taxable capi¬
tal income into tax-exempt capital
gains when the latter are exempted
from personal income tax.

The fact that tax planning exists shows
that there is much more to taxation

than the "headline" rates suggest.
Building a full and accurate picture of
income taxes, particularly where mar¬

ginal rales are concerned, requires in¬
formation on fiscal and social security
programmes, as we have shown in this

mini-series of articles. In fact, it is only
by looking at such areas as all-in rates,
income-related relief and benefits, and

other taxes, such as low rates on capi¬
tal income, that we can begin to ap¬
preciate how truly wonderful the
world of taxation really is.
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The future comes

soon enough
Not everyone would agrée with

Albert Einstein when he fa

mously expressed his reluc¬
tance to think about the future because

it came soon enough anyway. His
words seem to suggest that we are all
passengers hurtling forward on some
ineluctable and fatalistic course,

whereas in fact the future is something
which humanity can shape.

The 2TSI century is now ticking to¬
wards us. And it offers extraordinary
potential for improvement in stand¬
ards of living and well-being world¬
wide. Yet rarely have the risks and
uncertainties been quite so stark.
There are economic, social, techno¬

logical and environmental forces at
work which drive our long-term fu¬
ture. These forces are all extremely
complex and they are combining to
generate rapid and often quite unex¬
pected changes. But many are within
our grasp to influence.

The future cannot, of course, be

forecast with complete accuracy. But
it is essential for decision-makers in

all walks of life to be able to make well-

founded assessments of the trends and

developments likely to influence the
future and to consider what the

implications might be. Policy-makers
are no exception, for it is their job to
design and implement measures today
that help our economies and societies
meet the challenges of tomorrow.

The OECD, as an intergovernmental
organisation, has a vital role to play,
not only in advising its member coun¬
tries on day-to-day policy, but also in
helping decision-makers inside and
outside government to monitor future
trends, identify and evaluate newly
emerging issues at an early stage and
promote strategic long-term thinking.
It does this primarily through the
OECD International Futures Pro¬

gramme (see box). This Observer Spot¬
light provides illustrations of, and
insights into, the work conducted un¬
der the Programme. It presents the
reader with a far from exhaustive, but
nonetheless extensive, exposé of some
of the key issues for tomorrow's world.
The future does indeed come soon

enough. So we have to act now if we
are to give it the direction we want.
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The future:

what policy-makers
have to think about

WOLFGANG MICHALSKI, DIRECTOR OF THE OECD INTERNATIONAL FUTURES
PROGRAMME, FUTURES.CONTACT@OECD.ORG

T
he next century holds out the promise of extraordinary
economic, social and technological progress. But policy¬
makers should be aware of the risks too.

Policies that spur the interaction of
technological, economic and social
change in a positive way: that is what
governments have to implement as
they prepare to respond to the chal¬
lenge of the 21st century. There is al¬
most no question that the profound
global changes that are in store will be
comparable in depth and magnitude
to those which brought about the shift
from the agricultural to the industrial
society. Seeing such fundamental
transformations as an exceptional op¬

portunity and harnessing them suc¬
cessfully is the crux of the challenge
we face. The reward could be extraor¬

dinary technical progress, unparalleled
levels of social participation and per¬
haps even a new long boom, setting
the world economy on a new trajec¬

tory of above-average growth rates.
Already today, advances across a wide
range of pervasive technologies are
beginning to revolutionise the worlds
of medicine, agriculture, retailing,
communications and entertainment,

profoundly affecting the way we live,
work and spend our leisure time. With
new methods of production and glo¬
balisation continuing apace, there is
potential for massive increases in pro¬
ductivity, and for integrating many re

gions and countries into the world
economic system which hitherto have
remained stranded on the margins.

And there is the prospect of much im¬

proved non-material well-being find¬
ing expression in greater individual
choice, new forms of social interac¬

tion, and new opportunities for crea¬

tivity. In fact, it is this dematerialisa-
tion of economic activity in the

advanced countries and rising pet-

capita incomes in the developing
world which could, given the right mix
of policies, lead us into a period of
sustainable global development.

Future promise versus new risks

However, with the promise of progress

come challenges and risks - not least
for policy-makers. The populations of
most OECD countries are growing
older for a start. As the share of the

elderly population rises, the pressures
on pension systems, health provision,
social services and public finances in

general will increase, in some coun¬
tries quite dramatically so. In the de¬
veloping countries, populations will
continue to grow at a fast pace, exac¬
erbating the problems of widespread

poverty and food shortages. Together

with unemployment, particularly

among young people, this will add
greatly to migratory pressures.

Global and local environmental prob¬

lems will move increasingly to the fore

as efforts are stepped up to address the
problems of global warming, pollution
of the oceans, fresh water scarcity, ur¬

ban congestion and so on. In the com¬

ing decades, the industrialising coun¬
tries will become a much bigger
consumer of energy and account for a

significant and growing share of green¬
house gas emissions. Population
growth, economic expansion and cli¬
mate change could expose as many as
3 billion people to water shortage

problems by 2025.

The transition towards the information

and knowledge economy and the proc¬
ess of globalisation, together with
growing international interdepend¬
ence reduce both the room for ma¬

noeuvre and often the effectiveness of

national economic policies. This is al¬

ready happening at the macroeco¬
nomic level with respect to monetary

and fiscal policy, but it also applies to
the microeconomic level. National

competition policies are increasingly

ineffective. Excessively high taxation

levels or unusually strict environmen¬

tal standards can easily undermine the
attractiveness of a country or region
as a location for investment.

There are institutional issues too

which policy-makers should worry
about. The rules of the game and the
social institutions which were essen¬

tially geared to the functioning of pre¬
dominantly national industrial socie¬
ties are fast becoming inadequate or
incompatible with the emerging glo¬
bal information and knowledge

economy. Competition laws, securities

regulations and privacy protection,

education and social support systems

all appear to be in need of adjustment,
if not wholesale reform, if they are to
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have relevance and value in the age

we are about to live in. New rules may

be needed in some areas to spur

progress in a positive fashion.

The diversification promised by the

knowledge economy is one of its great
attractions, but it harbours some wor¬

rying risks. For example, there is a
danger that without major political
effort those same forces of change with

respect to knowledge and economic
potential will lead to new divisions,

with deepening inequalities and a frag¬
mentation of society. A polarisation
could develop between technology
"insiders" and "outsiders", between

those who have access to information

and knowledge, and those who do not,
and between those who can adapt eas¬

ily to the new socio-economic envi¬
ronment and those who cannot. The

distribution of income and wealth

could become even more uneven as a

result, turning this problem into a vi¬
cious circle.

There are technology-related issues to
think about too. As societies become

more diversified, decentralised, net¬

worked and technology-dependent,

complicating, disrupting and even
harmful failures could arise. The grow¬

ing dependence on computers, net¬
works and the software that runs them

will expose more and more critical
parts of society's infrastructure - from

medical systems and sewage treatment
facilities to air traffic control and fi¬

nancial transfer systems - to a grow¬

ing risk of system-wide breakdown.

Values and mindsets

In addition to such practical problems,
there are others of a more abstract,

though nonetheless fundamental, na¬
ture, related to ethics, values and

mindsets. Even the early phases in the

longer-term development towards a
new economic and social paradigm

could pose unusual dilemmas to the

The OECD scans the future

The OECD International Fu¬

tures Programme was set up

in 1990 to help decision-makers

inside and outside government to

come to grips with the challenges
of the future. The Programme of¬
fers improved monitoring of the
long-term economic and social ho¬
rizon, with early warning on

emerging domestic and interna¬

tional issues; pinpoints major de¬

velopments and possible trend

breaks; gives an analytical evalua¬

tion of key long-term issues; and
better dialogue and information-
sharing to help set policy agendas
and strategies. The programme's

Forum for the Future provides a

platform tor informal high-level
discussion on key issues, from the

economy to the environment. All

of this is backed up by the OECD
and its International Futures Net

work: a global network of some

600 people in government, busi¬

ness and leading research institu¬
tions, all with a common interest

in understanding long-term devel¬

opments. An information base
called Future Trends is available on

CD-ROM. Observer readers are in¬

vited to visit the International Fu¬

tures Programme's website on

www.oecd.org/sge/au/.
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present-day cultural and ethical stand¬
ards. Growing exposure to the outside

world and to the implication of new,

radically innovative technologies will

put enormous strain on people's abil¬
ity to tolerate the foreign, the new and
the unknown.

But there is no turning back. The proc¬

ess of globalisation and the transition
towards the information and knowl¬

edge society has taken hold. The real
question therefore is what policies
might be used to ensure that the ben¬
efits of the future technological, eco¬

nomic and social dynamism are reaped

to the full and properly shared, while

the dangers and risks are controlled
and contained?

At the most general level, households,

businesses and governments will most

likely have to embrace a culture of

creativity and experimentation. Major

efforts will be required to encourage

individual and organisational capacity

and liberty to innovate and change.
Values and customs will need to be

nurtured that sustain continuous dis¬

covery and adjustment to constantly

changing economic, social, techno¬

logical and environmental conditions.

Specifically, that means identifying
policies where the present thrust needs

to be maintained or even strengthened

and those where fundamentally new,
imaginative approaches are required.

Helping the market to help itself

As far as domestic policy is concerned,
the traditional orientation of macro-

economic policies towards low infla¬
tion and sound public finances will

Observer No. 217/2 18 Summer 1999 27



Policy issues
the future

have to be upheld so as to ensure a

stable framework for reducing volatil¬

ity and stimulating investment, inno¬
vation, experimentation and risk-tak¬
ing. And efforts to encourage
structural adjustment will have to con¬
tinue so as to facilitate the smooth ad¬

aptation of economic structures to
changing patterns of supply and de¬
mand and ensure that resources are al¬

located to their most efficient uses.

That means creating competitive mar¬

kets for goods and services, open and

transparent markets for capital and
flexible markets for labour, Also im¬

portant here is the continuing shift in

the role of government from a direct
provider of often uniform products
and services, towards a regulator of
more diversified, decentralised and

market-driven output.

Any social or economic change clearly
affects learning. Marginal improve¬
ments in education policies based on

business-as-usual will hardly be suffi¬
cient. Changes in the composition of

the workforce, along with the grow¬

ing internationalisation of the
economy further advances in technol¬
ogy and the spread of new innovative
models of work organisation, will de¬
mand substantial investment in human

capital if the skill and qualification
requirements of future jobs are to be
met. Making the leap to life-long learn¬
ing will demand imaginative new ways
of how education is organised and how

people's knowledge is validated. The
present supply-led and heavily insti¬
tutionalised system based on quasi-
government monopolies of education
may in the future give way to a de¬
mand-led, client-driven approach
where learners can shop from a diverse

range of sources and in ways they
themselves can plan.

Ageing will pose many challenges for

policy in the coming years. But even
were ageing not a policy issue, major
imaginative efforts would be needed

anyway to make sure that social sup¬

port, pension and health care systems
are adapted in ways that correspond
to the needs of tomorrow's highly di¬
verse and possibly less predictable so¬
ciety. Many of the old ways of risk shar¬
ing and social solidarity, such as
inflexible pension schemes, which

were largely adequate for the indus¬
trial society, may tend to stifle the

greater adaptability, creativity and di¬
versity that will be essential to fuel the
knowledge economy and society. What
is needed is a shift from a social "ex¬

penditure" to a social "investment"
perspective. This entails new imagina¬
tive approaches of a public, private and

mixed character which provide clear
incentives to work, save and invest.

Such approaches would respond well

to a wider range of risk profiles, while
at the same time avoiding problems of

moral hazard and poverty traps.

At the international level, too, there

are certain areas of policy where the
traditional thrust needs to be main¬

tained or strengthened, and others

where new imaginative approaches are

required. The further development of
the multilateral system of trade, invest¬
ment and technology transfer belongs
to the former category. It needs deep¬
ening where past liberalisation discus¬
sions, such as in agriculture, have not
gone far enough. And it demands wid¬
ening in areas still outside the multi¬
lateral framework. The latter applies

to a number of important service sec¬
tors, such as international air trans¬

port, and also to cross-border invest¬

ment, which are still dominated by

several hundred bilateral agreements.

Nurturing a globalised information
and knowledge economy and society,
however, is a formidable task which

goes far beyond the traditional chal¬

lenges. There is a need for a major
overhaul of competition and intellec¬

tual property laws and administration

to take into account the greater im

portance of intangible assets and glo¬

bal markets. New ground will have to

be broken to provide global policy
frameworks for the Internet and in

particular for electronic commerce.
The latter demand includes global so¬
lutions to such issues as consumer pro¬
tection, safeguarding privacy, secure

The chances of a proper long

boom occurring may well be

small, but the opportunity to

make one happen does appear

to be there before us today. It
is ours to take.

payment, verifying identity and ensur¬

ing competitive market conditions.
New international rules will have to

be designed and negotiated in relation
to biotechnology developments. Inter¬
national agreements on certification
procedures for and trade in genetically
modified organisms may turn out to

be a particularly thorny problem. And

finally, breakthroughs will be needed

in managing global issues, such as the

proper functioning of international

capital markets or dealing with the

potential implications of climatic

change.

This is a daunting agenda indeed, and
the risks are manifold. But if properly
handled, forward-looking policy re¬
sponses should pay handsome divi¬
dends for all - not least in terms of

further increases in living standards
and social participation. The chances

of a proper long boom occurring may

well be small, but the opportunity to

make one happen does appear to be

there before us today. It is ours to take.

With an open, targeted and positive

approach to the future, perhaps we can

send the world economy into the

2 1 sl century on a trajectory of truly ex¬

ceptional growth rates and discover a

future of unparalleled global levels of

material well-being after all. I
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Population growth:

facing the challenge
MICHEL ANDRIEU, INTERNATIONAL FUTURES PROGRAMME,
FUTURES.CONTACT@OECD.ORG

I
t took 10,000 years for the world's population to reach 1 billion by the year 1800, another
100 years to double to 2 billion and less than another century to triple to 6 billion today. What
will happen in the 21st century and can we cope with it?

When poking into the future, what¬
ever the subject, demography provides
perhaps one of the most useful start¬
ing points. One simple reason is that
some, though not all, demographic
trends are relatively easy to predict.

For instance, we can form a pretty
good idea today of who will be poten¬
tial new entrants into the labour mar¬

ket 20 years from now simply by ana¬
lysing who is attending infant schools
today. Another reason for looking at
demography first is that several major
economic, social, political and envi¬

ronmental policy issues, such as pen¬

sion reform or health spending, de¬

pend to a large degree on demographic

trends. Moreover, the demographic-
changes that are expected to take place
over the next 50 years will be greater
in magnitude than at any other period
in the history of mankind. It would

be no exaggeration to say that demog¬
raphy may well become the dominant
force that will shape world develop¬
ment and dominate the international

policy agenda of the 2Pl century.

Upsurge in world's population

In the United Nations' latest long-
range population projections (1998),
the "most probable" medium-fertility

scenario assumes that the fertility rate
will stabilise at slightly above two chil¬
dren per woman. Under that scenario

the world population will nearly dou

ble from 5.7 billion in 1995 to 10.4 bil¬

lion by the end of the 21s' century,
reaching 10.8 billion in 2150. Most

countries classified today among de¬
veloping countries are expected to ex¬
perience a "demographic transition"
from a combination of high natality
and high mortality to a post-transition

state of low natality with low mortal¬
ity. This change will result in a sub¬
stantial surge in population. By con¬
trast, developed countries which are
already in their post-transition phase
will experience almost no growth in
population. Hence, most of the in

crease will be in the developing world.
That means a major geographical shift
in the distribution of the world popu¬
lation, as the proportion living in the
currently developed world decreases
from roughly 20% in 1995 to around
10% by the end of the next century.
Moreover, declining fertility and mor¬
tality rates will, in this scenario, even¬
tually lead to dramatic population
ageing in all countries. In the medium-
fertility scenario, the population
aged 60 and above will increase from
10% of the total in 1995 to 30%

in 2150 world-wide.
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Particularly significant from a policy
perspective is the fact that the fastest
increase in the world's population is
expected to take place in the first half
of the 2Tl century (from 5.7 billion
in 1995 to almost 10 billion in 2050).

The next fifty years will therefore be a

period of maximum strain on re¬
sources and the environment, as well

as being a period of economic poten¬
tial and opportunity.

Ageing in developed countries

In developed countries, ageing will
cause the number of young (person
aged 15-24) to decline in absolute
terms from 176 million in 1975 to

135 million in 2020. At the same time,

the older segment of the population
will increase markedly. In 2030, the

proportion of those aged 65 and over
in OECD countries will range from
33% in Australia (13.9% in 1960) to

49.2% in Germany (16%).

Needless to say, the economic, social
and political effect of such changes will
be far-reaching. On the economic
front, the combination of population

ageing, increasing life expectancy and
labour-force trends will reduce the

Population of the world,
1995-2150
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amount of time that society devotes
to employment. If no adjustment takes
place in labour force participation,
men will spend 33 years in employ¬

ment by 2030, versus 50 in 1950. This,

in turn, could result in lower growth

in per capita incomes. One OECD

study estimates that, over 1998-2050,
such losses could be in the order of

10% for the United States, 18% for the

EU and 23% for Japan.

Ageing will of course place an extra
burden on the public purse. First, the

dramatic increase in the dependency
ratio - that is the number of under-

15s and over-64s compared with the
working-age population (15-64) -will
put unsustainable pressures on the fi¬
nancing of pay-as-you-go public pen¬
sions. Dependency ratios over 1998-
2050 are expected to increase from
52% to 65% in the United States;

from 49% to 78% in the EU; and

from 44% to 86% inJapan. Second, the

increase in the number of old people,
particularly the frail elderly, will in¬

crease the demands put on the provi¬
sion of health and social services. (See

article on health.)

The political implications are signifi¬
cant too. Ageing will clearly influence
the structure of the electorate in fa¬

vour of elderly voters, who stand to

win a greater share of public expendi¬
tures at the expense of schools and

child care. Tensions between the gen¬
erations may arise as a result.

A demographic transition
in developing countries

The challenge posed by population
changes in developing countries will

be quite different. Most developing
countries are expected to experience
their "demographic transition" in the

next hundred years: the combination

of high natality/high mortality giving
way to one of low natality/low mor¬
tality, which is the position most

OECD countries are in. But because

mortality declines faster than natality,
populations in transition expand rap¬
idly at first. Then the natality rate de¬

clines, slowing population growth
down. Latin America is a good exam¬
ple of this. Its population is expected

to reach 810 million by 2050, up from
447 million in 1990, and then stabi¬

lise as the birth rate falls.

Meanwhile, India's population will rise
to 1.5 billion by 2050, up from
853 million in 1990. China's will also

The inflow of young people to
the labour force in developing
countries will be more than the

entire labour force in the

developed countries in 1990.

reach 1.5 billion, up from of 1.14 bil¬
lion, while the rest of Asia's will climb

to 2.4 billion, which is more than dou¬

ble its 1990 level of 1.1 billion. The

slowest transition - hence the largest
rise in population - will take place in
the least developed countries. Africa's

population is expected to increase
from 642 million in 1990 to 2 billion

in 2050, and reach almost 2.7 billion

in 2100.

A major question is how to create em¬
ployment for the expected large inflow
of young people to the labour force -
about 700 million over 1990-2010,

which is more than the entire labour

force in the developed countries in

1990! Indeed, by 2025, the labour

force in developing countries will have
almost doubled to 3.1 billion com¬

pared to 1.7 billion today. On the posi¬
tive side, the demographic transition
could represent a window of opportu¬
nity for many developing countries, if
they take advantage of their low old-
age and child dependency ratios to in¬

vest in health, education, human capi¬
tal, and ensure that their fertility and
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mortality rates continue to decline.
Such investment would spur economic

development and it would lighten the
burden of population ageing in later

years.

Social upheaval

Still, even in countries which success¬

fully manage their demographic tran¬
sitions, social upheaval appears inevi¬

table. Massive migration will be

triggered by changes in economic
structure, and rural-urban migration

in particular will continue for several
decades unabated, stimulating ethnic
conflicts, pollution and urban unrest.
The situation will be worse for the

poorer countries, which, because of
their slower transition towards lower

natality, will experience the largest in¬
crease in population. This could drive
up poverty and force people into
shanty towns or marginal lands, with
disastrous environmental conse¬

quences. By contrast, in some coun¬

tries, notably China, the demographic
transition could be too fast, resulting
in significant demographic imbal¬
ances, notably between sexes and age
groups. Trying to solve these problems
and all the others posed by popula¬

tion increase over the coming years
will be a tall order. How much more

difficult it will all become if corrup¬

tion in politics, bribery and tribalism
spread more widely too.
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China,
a demographic time bomb

Is it a boy?

A fifth of the world's population lives in China. That
proportion will not change much, and the demographic
pressures on the Chinese political and social model will

be tremendous.

China represents an extreme example
of the problems countries experienc¬
ing rapid demographic transition will
have to face in the coming decades. A
recent study estimates that China's

population will peak at 1.6 billion
in 2040, compared with 1.2 billion
in 1995. It is expected to fall below
1.4 billion by 2100. These are massive
demographic fluctuations, affecting
20% of the world's population, and

they raise a number of serious issues
concerning food, jobs, urbanisation
and ageing. Take grain production. It
will need to increase by 4.47 billion kg

per year to keep pace with China's

population growth between now
and 2020. This will require significant
improvements in agricultural technol¬
ogy and land resource management.
China may have to increase its annual
grain imports to 40-50 million tons.
But if China lags in its agricultural de¬
velopment and research, it may find
itself importing a lot more than that,

perhaps as much as 300 million tons.

That would be good news for its larger
suppliers, such as the United States
and Australia, but could be a disaster

for poor people if prices rise too. As
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for employment, China's working-age
population will peak at 955 million in
2020 (732 million in 1995). The mas¬

sive increase in the supply of labour
will be directed to the urban market.

This will pose severe social and envi¬
ronmental problems, although it will

initially provide an opportunity for in¬
vestors seeking cheap labour. The
working age population will decline
after 2020, to about 800 million to¬

wards the end of the century. This will

slow the improvement in education
and skill levels among the working-
age population as the rate of new en¬
trants declines, and that will bear

down on labour productivity. The

21s1 century will be a period of rapid
urbanisation for China. Some 90% of

the population will live in towns and
cities by the end of the century, com¬

pared with 37% in 1995. In absolute

terms, the urban population is ex¬

pected to peak at 1 .2 billion in 2060 -
which is broadly the same as today's
total population for the entire coun¬
try - compared with 450 million
in 1995. This near-tripling of the ur¬

ban population will have clear impli¬
cations for construction and resource

management.

Another demographic trend to watch

out for is ageing, as China experiences

a dramatic fall in fertility rates to be¬
low replacement level. In Beijing,
births may already be down to 1.4-
1.5 per woman. In Shanghai the ratio
appears to be 0.96 births per female;
in other words, more and more women

are not having children at all. The up¬
shot of all this will be a rapid ageing

of the population. By 2025 the aver¬
age age in China will be 40. In 1995 it
was 27. Care of the elderly is clearly

going to become a massive problem
for the Chinese authorities, since the

only social security system for most
of the country's poor is their family,
and in 2025 parents will have few off¬
spring on which to depend. More and
more Chinese parents only have one

child, and they mostly want that child
to be a boy. In fact, there is an intense
social, almost peer, pressure for fami¬
lies to make sure their child is male.

Selective abortion and female infanti¬

cide are common.

Bridal angst

China's gender ratio is unbalanced as
a result. The trouble is that the men

which the custom of selectivity sought

to "produce" will have to pay for their
privilege by suffering a shortage of
brides. And in future that means fewer

kids.

Indeed, by 2020, the surplus of Chi¬
nese males in their 20s will exceed the

entire female population of Taiwan.

The gender imbalance will get worse
before it gets better; selective abortion
is set to increase, not just for second
and third births, but also for first

births. This will cause social strains.

Many young men will have to accept
bachelorhood, a condition which of¬

ten drives men to crime, even suicide

and depression. Women on the other
hand, will be scarcer, though whether

that will lead to an improvement in
their current low and often abused sta¬

tus is questionable.

To ensure that it does, anti¬

discrimination laws and rules on

equality and female rights will have to
be strengthened. The Chinese authori¬
ties could also abandon their policy of
one child per family and allow family

size to grow. However, without family
planning and a proper revolution in
recognising the rights of women, that
may simply lead back to rapid popu¬
lation growth again. M.A.
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XENOTRANSPLANTATION

International Policy Issues
A potential lifesaver...

Ethical principles are generally
universal, but they need specific
interpretation in the light of local
cultures. Xenotransplantation gives
rise to a serious debate on

prevalent ethical or socio-legal
concerns - for example, is organ
farming consistent with a humane
and fair medicine or does it conflict

with efforts to develop better
approaches to preventive
medicine? Answering such
questions will be essential if public
acceptance is to be achieved. This
important book may help us to do
so. (OECD Observer March 1999.)
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The city

Urban future

in the global village

Man's love-hate relationship

with the city will continue in

the 21sl century. Love, be¬

cause cities will remain a vital part of
growth and development, and a vi¬
brant part of creative human culture;
and hate, because they will continue
to deliver their litany of management
problems in pollution, over-crowding,
congestion and crime. Those costs will

probably rise, but so will the advan¬

tages.

Over the next thirty years, the world's
urban population could double from
2.6 billion in 1995 to 5.2 billion

in 2025. Most of this growth will take
place in developing countries, where
some 4 billion people (over half of the

total) could be living in cities by 2025,
compared with 1.5 billion (37%) in the

early 1990s. Particularly significant
will be the growth of very large cities,
so-called mega-cities. In fact, 36 or so
cities around the world will have over

8 million inhabitants by 2015, and
most of them will be in developing
countries (see map).

In the shorter term, rapid urban
growth will be fuelled by high natural
population increases within cities,

combined with a high level of immi¬

gration from rural areas, reflecting the
gradual shift from agriculture and
other primary activities to manufac¬

turing and services. In the longer term,
the rate of urban growth should even

tually slow as a result of lower fertil¬
ity rates and a deceleration in the ur¬
banisation process itself, as a growing
share of the population becomes ur¬
banised. Tor instance, in West Africa

- one of the regions of the world ex¬
periencing the fastest growth in popu-

the future

lation - the expansion of city popula¬
tion should slow to 4.2% per year be¬
tween 1990 and 2020, compared with I
6.3% annually over the previous
30 years.

Not that reduced fertility will imme¬
diately prevent a marked increase in

the working-age population. As many
as a billion new jobs may be needed
between 1990 and 2025. Most of these

jobs will have to be created in cities as
the non-agricultural labour force is

expected to grow three times as

quickly as the agricultural labour
force.

Particular attention will have to be

given to nurturing the informal sec¬
tor, where most of the new jobs will
be, in small-scale manufacturing, serv-
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The 36 cities expected to have more than 8 million inhabitants in 2015
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Manille (Phiiippines)14,7

Jakarta (Indonesia) 13,9

Tianjin (China) 13.5

Seoul (Korea) 13

Hangzhou (China) 11,4

Osaka (Japan) 10,6

Bangkok (Thailand) 9,8

Changchun (China) 8,9

Harbin (China) 8,1

ices and trade. Boosting the produc¬

tivity of poor workers would be a ma¬
jor help; in West African cities the in¬
formal sector could absorb as much

as 44% of the population in 2020,

while generating only 23% of gross
regional product.

The population explosion in the
world's cities will lead to serious so¬

cial problems, with widespread pov¬
erty, exclusion and destitution. Reme¬
dial action will be required, with

comprehensive social measures to pro¬
vide basic services in education,

health, nutrition, family planning and

vocational training.

The environmental risks in develop¬

ing world cities will be legion. Insuffi¬
cient shelter, inadequate sanitation,

poor water supply, air pollution and

congestion on the streets are all to be
expected. Huge investments could
help prevent the worst excesses of this,
perhaps to the tune of $100-$150 bil

lion a year world-wide. The lion's share
will come from the revenues of na¬

tional and local governments. Some
will come from the private sector, in-

Population living in urban areas
(percentage)

$\&&\*\&#\*\&p^&^

World

Population living in urban areas
(million)

3 962

More developed
regions

Less developed
regions

Least developed
regions

1 543

fâP^^&^p&^&jbtf'

Source: World Urbanization Prospects. UN, 1998. The UNESCO Courier, June 1999.
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eluding foreign direct investment. Of¬
ficial development assistance will at
best act as a top-up, unless recent de¬

clining trends are radically reversed.

City opportunity

Problems like these have led many to

dismiss the city's role in the future
world economy, almost to the point of

predicting its demise at the hands of
new technologies. However, the poten¬
tial of cities will be enormous, with

urbanisation representing a major op¬

portunity, for developing countries in
particular in terms of overall spatial
planning. Channelling rural migration
into cities can help relieve damaging
population pressure on marginal ru¬
ral land. Focusing development in cit¬
ies themselves will, on balance, con¬

tinue to bring economies of scale, in
terms of transport, waste treatment
and, of course, business. And even if

there are countering forces of decen¬
tralisation enabled by new technolo

gies, other technological innovations,
such as in emissions control and com¬

munications, may make cities more

attractive. So, though information and
communications technology may gen-

As many as a billion new jobs

may be needed between 1990
and 2025, most of them in
cities.

erate a greater geographic dispersion
of economic activity in the future, ur¬
banisation will continue to be a major
force of economic development.

In fact, the importance of cities could
well grow in the 21sl century. One rea¬
son is that they will sharpen their pro¬
file in the open and competitive inter¬
national space of the new global
economy. The importance of cities is

likely to be strengthened by the crea¬

tion of global city networks. These
networks will give cities greater au

tonomy of action to tap into interna¬
tional markets and forge new eco¬
nomic links across national bounda¬

ries. The city will be conditioned by '
those networks, both politically and

architecturally, and often to a greater
extent than by their regional or na¬
tional hinterlands. These networks

will act as highways for the transfer of
knowledge and best practice, for
stimulating innovation in policy and
project development; and as catalysts

in economic co-operation. Cities in

developing countries will have to be
particularly determined that they are
"plugged" into these networks so as

to profit from them and to avoid be¬
ing sidelined. Sao Paulo or Beijing
should therefore see to it that they are
as much part of the network as Paris
or London, but so too should medium

cities, from Bahia Blanca to Bordeaux.

Networked cities are rich in promise

and diversity, giving us all an urban
future to look forward to. (See Soci¬

ety article on Learning Cities.)

Is growth the solution
to the demographic question?

Economic development is often
heralded as the solution to

many of the problems associ¬
ated with rapid population growth. In
developed countries, growth could
relieve pressures on publicly financed

social services, greatly facilitating the
difficult policy choices that will have
to be made, such as the financing of
pensions. In developing countries,
growth is also considered essential for
relieving poverty in the face of a rap¬
idly rising population and for provid¬

ing governments with the means to de

velop their physical and social infra¬
structure.

Many experts are indeed rather opti¬
mistic about future growth prospects.

In their view, thanks to technology and

globalisation, the world economy
could easily double in size in 1997-
2020, with average living standards

(adjusted for population growth) ris¬
ing by 67%. Some experts even antici¬
pate that real GDP per capita in the
OECD area could be 50% to 80%

higher in 2020 than in 1995. In non-

OECD countries the figures are

100% to 270%, with average GDP per

capita rising from 15% of OECD lev¬
els in 1995 to 30% in 2020 in PPP

terms. (See article on the Long Boom.)

However, even optimists agree that
such growth is unlikely to happen
unless the right policies are put in
place. In developed countries, that
means measures to deal with popula¬
tion ageing and efforts to foster in¬
creased labour force participation and

a more flexible economy. In develop-

Observer No. 217/218 Summer 1999 35



Growth

the future

ing countries, governments will have

to develop the basic institutions which
are required for the effective operation
of a modern economy, such as well-

developed markets for land, whereby

owners gain revenue to live on, and
capital, thus facilitating saving for old
age. They should as well introduce
measures to reduce child mortality, to
eradicate communicable diseases, to

provide equal access to health and
family planning and to raise the over¬
all literacy of the population, particu¬

larly among women.

Others are less confident in the ability
of growth to offer a solution. They fear
that the rapid diffusion of information

technology and economic liberalisa¬

tion could lead to the emergence of a
more unregulated global capitalism, a
winner-takes-all world of growing so¬
cial polarisation, political instability

and widening income inequalities.
Importantly for governments, wealth
could be increasingly retained by those

who earn it, particularly in the new

cyberworld, undermining the taxing
capacity of the state and leaving little
scope for income redistribution, or

indeed the public-led investment that
will be needed to develop the physical and
social infrastructures necessary to accom¬

modate demographic changes both in de¬
veloped and developing countries.

Sceptics are also deeply concerned

that, under existing economic norms

and scenarios, growth will inevitably
lead to damage to the environment. In

particular, they contend that the
longer-term effects of growth-induced
climate change will have predomi¬
nantly, if not uniformly, adverse effects
on health, cultural life and economic

prosperity of future human popula¬
tions, and raise particular questions of
equity between generations. In this
overall context, they oppose globali¬
sation, first, because it transforms

largely self-sufficient people living in
rural areas of developing countries
into consumers of capital intensive

goods and services. Second, in their
view it encourages an environmentally
damaging production of exports, such
as timber from tropical rainforests.

Moreover, as good land is given over
to export production, the rural popu¬
lation is confined to marginal lands
that are vulnerable to erosion. And

then there is the environmental dam¬

age caused by the increased transpor¬
tation requirements of a global

economy. Finally, they question the
ability of the economy to meet the food
requirements of a growing world
population, in the face of rapid decline

A no-growth scenario would

make everyone worse off,

particularly in developing

countries, where poverty and

environmental degradation

would become widespread.

in the quality of farmland, growing
shortages of water and climatic

change. (See article on food.)

While these concerns need to be taken

seriously, sceptics may have overstated
their case somewhat. First, in the

longer run, rapid economic develop¬
ment should ultimately relieve pres¬
sures on the environment by hasten¬
ing the demographic transition in
many developing countries, while
growing affluence will drive up the
demand for environmental quality.

Second, in the shorter run, the rapid

diffusion of new technologies in such
countries will provide new, more ef¬
fective ways to combat pollution and
will promote a more efficient use of

resources, including energy. And third,

assuming effective environmental
rules are enforced, international trade

will have a positive impact on the en¬

vironment overall, by contributing to
allocating resources to locations where
they are used most efficiently. More
fundamentally, it is not clear what

would be a credible alternative, given
that the "demographic genie" is out of

the bottle. On balance, a no-growth

scenario is likely to make everyone

worse off, particularly in developing

countries where poverty, unemploy¬

ment and environmental degradation
would become widespread.

Growth based on liberalisation of trade

and investment and the rapid diffttsion
of new technologies offers the best
hope for solving many of the socio¬
economic challenges posed by dra¬

matic demographic change in the

longer run. However, growth may not

be sustainable without changing the

way we produce and consume world¬
wide. Some of these changes,
such as the rising demand for environ¬
mentally-friendly goods, will be trig¬
gered by price signals and will result
from the normal operation of markets.

Others, such as reducing industrial

pollution to prevent global warming,

will be much more difficult to imple¬
ment because of the externalities in¬

volved. They will require decisive go¬
vernment action, both at the national

and international levels. Moreover, the

close links between the economic, so¬

cial and environmental dimensions

will call for a horizontal approach, in¬

volving all key stakeholders, in busi¬
ness and households, as well as

governments. H M. A.
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Feeding
tomorrow's world
PIERRE-AEAIN SCHIEB, INTERNATIONAt FUTURES PROGRAMME,
FUTURES.CONTACT@OECD.ORG

The population explosion, rapid
urbanisation, water shortages
and shrinking farmland - all of

these factors will have to be taken into

account if we are to feed tomorrow's

world. Can the agro-food sector cope?

"Food scarcity is emerging as the defining is¬
sue of the new era now unfolding, much as
ideological conflict was the defining issue of
the historical era that recently ended": so con¬
cludes the economist, Lester Brown, in his

much-discussed work on food scarcity. His sce¬
nario may be regarded as overly pessimistic,
since the agro-food sector does appear to have
the ability to cope even with an unprecedented
increase in food demand, at least for the next

thirty years. Yet, today, some 830 million peo¬
ple in the world do not have enough to eat. It
is a scourge which may reflect less a problem
of shortages or excessively high prices per se
than underdevelopment and weak purchasing
power, and may only affect some sections of
the world's population, particularly in parts of
Sub-Saharan Africa and Asia. But while food

scarcity might not be the defining issue of the
next century, it is quite clearly going to be a
vital one. True, the situation could deteriorate

over the very long term - a century or a mil¬
lennium - as uncertainties and breaks in the
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Food logistics

food supply could occur, stemming from a

range ol factors, including drought, cataclysms
(floods, hurricanes, tidal waves, volcanic erup¬
tions), war and revolution. Such events are hard

or often impossible to predict. But there is one
major change that is bound to affect us within
the next half century and that is the virtual
doubling of the world population (see¬
page 29).

In practice, that means food output will actu¬
ally have to double by 2025, especially if aver¬
age consumption per head rises in lite poorer
countries. And it is precisely in those coun¬

tries that almost 95% of the population growth

will occur. Yet, for the moment, lood surpluses

are concentrated mainly in OECD countries.

According to an FAO si tidy, by 20 1 0 the OECD
countries will be producing 723 kg of grain per
head (a little over 1 billion tons) compared with

only 230 kg (1.3 billion tons) in non-member
countries. These will have to import some

162 million tonnes of grain from the OECD
area, and that will have implications for their
financial resources.

Another major trend is that by 2025 some 60%
of the world population, or 5.2 billion people,
will be living in towns and cities. Feeding them
will require the kind of production, logistics
and distribution structures that suit urban

markets. These will be especially important
because, for the moment, urbanisation and in¬

frastructure in non-member countries appear

to be following the urban model prevalent in
OECD countries, where settlement patterns

Obesity may well become more

serious in the developed world, while

in the developing world malnutrition

will persist.

require a supply chain that is complex, costly
and energy-intensive, particularly in terms of
packaging, transport, conservation and waste.

Food quality trends will also have major im¬
plications. Obesity problems may well become
more serious in the developed world, while in
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the developing world malnutrition and the
deficiencies it causes will persist. WHO stud¬
ies show that nutritional deficiency problems

are expected to become less acute, but remain

just as widespread nonetheless. There will only
be a small decline in the number of people with
an iron deficiency, for instance, from 3.5 bil¬
lion in 1995 to 2.7 billion in 2025.

Rising standards of living in some countries
outside the OECD area are also expected to

make diets richer in protein, a factor that is

bound to affect the demand for meat products.
China, for instance, has already seen meat con¬
sumption rise from 20 kg to 38 kg per person
between 1986-88 and 1993-95. And when meat

consumption rises, so does grain consumption,

but in far higher proportions. It takes an aver¬
age of 2 kg of grain to produce 1 kg of poultry,
4 kg for the same amount of pork and 7 kg of
grain to produce 1 kg of beef.

A relatively plausible scenario supported by the
work of many international organisations - the
OECD, the FAO and the World Bank - holds

that by 2010-2020 food supply will be grow¬
ing faster than demand. One of the FAO's pro¬

jections up to the year 2010 sets the annual

growth in output at 1.8%. This trend is not as

sharp as that observed in the 1980s, but it will
suffice to meet demand.

In non-OECD countries, however, growth in

agricultural output will not be high enough to
ensure food self-sufficiency. They will conse¬
quently have to increase their output and en¬
hance yields, for instance by cultivating a fur¬
ther 130 million hectares of land. Fertiliser use

could be nearly doubled, from 62 kg per ha in
1995 to 110 kg per ha in 2010. After that, by
2020 or so, and allowing for a decline in the
price of staples, grain imports could be as high

as 220 million tonnes and meat imports 12 mil¬
lion tonnes, or 20 times the 1995 levels.

But even the validity of this scenario depends
on other factors too, such as the availability of
land. Urbanisation is encroaching on arable
farmland and will continue to do so. The de¬

cline in farmland could be as much as 15% over

the next quarter century, which in global terms
would mean that farmland would shrink from

1.5 billion hectares in 1999 to about 1.3 bil¬

lion in 2025. If so, there will have to be a sig¬
nificant increase in yields if demand needs are
to be met. Uncultivated land will also have to

be farmed, with the risk of further deforesta¬

tion. Europe and the United States appear to

have opted not to enlarge their farmlands, while

the Asian countries have practically ruled out

Food embargoes hamper the market's

ability to do its job of regulating and
achieving an optimal balance

between supply and demand.

the possibility of cultivating any more arable
land. In fact, the greatest potential for extend¬
ing farmland lies in sub-Saharan Africa and
Latin America.

Since not all available land is of the same qual¬
ity, a combination of new farmland and en¬

hanced yields will have to be envisaged if a
20% increase in grain output is to be achieved

by the year 2010. All this assumes that water
supply does not become a critical resource
problem in the meantime (see next article).

Better water use means adjusting prices to re¬

flect costs more closely, since this would en¬
courage farmers to be more sparing as well as
more efficient in their irrigation and spraying
techniques. It would also encourage the use of
varieties that require less water, such as sor¬

ghum instead of maize.

Another factor to consider is technical change,
which looks as inevitable in agriculture as in
any other walk of life. The goal should be a
more efficient mix of production factors.

Thanks to progress in R & D, tomorrow's "pre¬
cision agriculture" will be based on new, maybe
even genetically modified, seed that is more
resistant and more productive. The farms of

the future will also use more scientific grow¬
ing techniques, choosing the best time to plant
and optimising the mix of factors, such as fer¬

tilisers, water and soil. They will also be able
to look to sophisticated satellite monitoring
techniques to forecast the weather, monitor the
risk of drought or assess crop maturity. But all

this will only be possible if farmers have the
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right skills. Training, computer literacy and ac¬
cess to various means of telecommunications are

just as important as the findings of scientific re¬
search or the availability of land and water.

Governments and markets

Government policy is clearly important in all
this, but does the market have a role to play
too? Yes, it does. Take the example ot inter¬

vention to create emergency stocks. These are

a relatively expensive solution to the problem

Countries with a high level of poverty

and heavy reliance on agriculture will
have to introduce agricultural

development policies directed at both
output and income.

of fluctuating harvests. And buffer stocks are
an unwieldy solution to fluctuating prices. But
a globalised market would be the best way of
smoothing out these variations, both in time,
by keeping buffer stocks to a minimum, and
in space, by using a surplus in one area to off¬
set a shortage elsewhere, at least up to a point.
Additional production capacity can also, where
necessary, be developed in OECD countries -
the United States, Canada, France and Australia

- and in non-member countries such as Ar¬

gentina. However, for this to work, food can
no longer be used as a weapon in international
politics. Rather, "secure" food supplies should
be guaranteed. Food embargoes hamper the
market's ability to do its job of regulating and
achieving an optimal balance between supply
and demand.

As to more routine market distortions, there is

the question of government price controls and
market intervention in the form of subsidies and

tariff or non-tariff trade barriers. The trend is

now towards dismantling such arrangements.

Nevertheless, government will continue to have
a key role to play, in helping to cope with new
risks, for example, in protecting the environment
and in meeting public health demands regard¬
ing the quality of food products on the market.

But overall the market is likely to exert an in¬

creasing influence over agro-food and the fact
that markets are becoming global will reinforce

the downward trend in prices over the long
term, even if some uncertainties remain as to

the risk of price volatility. The geographical
ramifications are important too. It is highly

likely that China will account for between
20 and 50% of grain imports within a decade.
Conversely, Ukraine, for example, could well
become a major grain exporter. While it is still
hard to predict the scale of any developments
of this sort, the supply and demand situation
on world markets is likely to be altered any¬

way. Another factor in the equation is world
or regional economic growth, though such is
the strength of the downward trend in prices
from now to 2020-2025 that it would not be

reversed by even a rapid increase in world GDP.

The agro-food sector does indeed appear to
have the resources to deal with future rises in

food demand. Productivity gains achieved
through technological change, better diffusion
of new techniques and easier access to inputs

will all act in the industry's favour. A better
distribution of the fruits of economic prosper¬

ity, together with more efficient markets, will
be needed for the battle against world hunger.
In the meantime, countries with a high level

of poverty and heavy reliance on agriculture
will probably have to introduce agricultural de¬
velopment policies directed at both output and
income. Those that cannot switch to other

crops and adapt to land or water supply con¬
straints will have to redirect their development

policy towards other sectors of the economy if
they are to create enough wealth to finance im¬
ports. As for OECD countries, keeping mar¬
kets open to farm and non-farm imports from
the rest of the world is a sine qua non of win¬

ning the ongoing battle to eradicate malnutri¬
tion and reduce the risk of famine for years to
come.
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Most of the earth's population may be living under condi¬
tions of "low" or "catastrophically low" water supply
by 2025. The causes of this situation are unlikely to be

rectified in the foreseeable future.

Are we running out of water? Perhaps
an overly dramatic question, but pres¬
sures on water supply are set to inten¬

sify and with them, geopolitical ten¬
sions are bound to rise. One source of

pressure will be population growth.
World population is projected to grow
from 6 billion at present to 8 billion

in 25 years' time. Most of that growth
will take place in countries which are
already exposed to water-related diffi¬
culties, such as Ethiopia, whose popu¬

lation is expected to more than dou¬
ble from 62 million today to
136 million in 2025; that is about half

of the population of the United States

today.

The rapid urbanisation that has ac¬
companied such fast population

growth - the urban population of de¬
veloping countries will increase by a
remarkable 2.5 billion over the next

25 years - will pose its own serious
problems for water supply. Many cit

ies simply do not have the resources
to accommodate the extra people. In¬

frastructures are already under strain
and the financial burden of expand¬

ing services will be immense. Probably
as much as $1 trillion of new invest¬

ment would be needed to provide ad¬

equate sanitation for the urban popu-

Probably as much as $1 trillion
of new investment would be

needed to provide adequate
sanitation for the urban

population of poor countries.

lation of poor countries. And they will
have to compete for this investment

as richer countries upgrade or replace
their existing systems. Pressure for in¬
vestment in developed countries is

bound to grow in line with public
awareness, not just of environmental,
but of sanitary issues too. It came as a

	Water
the future

shock to many, for example, to learn
that the athletes who died after falling

into a river in Tel Aviv during the 1997
Maccabiah Games did not drown, but

were poisoned by the water.

One trend that is highly likely to ag¬

gravate water shortages is global
warming, with a 1.5 to 3 degree rise
in global temperatures expected over
the next century, according to the

Intergovernmental Panel on Climate
Change (IPCC). More water will
clearly be consumed for irrigation and
drinking, but there may be indirect ef¬
fects too which would be more diffi¬

cult to cope with. There could be in¬
creased evaporation and reduced
groundwater recharge; a higher fre¬
quency of extreme weather conditions,
such as storms (which can cause wa¬

ter treatment systems to overload); and
a shift in climate zones and seasons

which could have marked effects on

water supply. Even in regions where
the total annual precipitation did not
change much, problems could arise if
rainfall became concentrated in the

winter or if it shifted away from agri¬
cultural zones.

A global issue

Climate change could probably have
impacts beyond those areas vulnerable
to catastrophic drought or Hoods.
Countries such as the United Kingdom

are beginning to study possible reper¬
cussions in a wide range of sectors, in¬
cluding the implications for water

management. One finding is that even
under the IPCC's conservative assump¬

tions concerning temperature in¬
creases, water resources will become

a major determinant of future land use.
New housing projects may have to be
abandoned because of lack of eco¬

nomical water supply, or because of
flood risk.

So what can be done? There are large-
scale technical solutions, which have
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helped countries like Egypt. Despite

the droughts it was spared the tragic
famines that struck Sub-Saharan Af¬

rica in the 1980s, even though it re¬
lies on the same hydrological basins

for its water supply. And when it
comes to deadly natural disasters like
the flooding that killed thousands in
China last year and made millions
homeless, one strategy may be to build

huge dams both as protection against
climate fluctuations and to provide hy¬

droelectric power.

However, interfering with nature can
have unforeseen consequences. Crit¬

ics of large technical solutions like to
point to the Aral Sea drying up after
the Soviet Union expanded cotton pro¬

duction by massive irrigation. For the
time being at least, large-scale techni¬
cal solutions are out of favour.

Smaller-scale technical solutions have

also been proposed. Jordan is consid¬
ering a scheme to take water from the
Gulf of Aqaba on the Red Sea and
transfer it by canal to the Dead Sea,
using the difference in elevation to
drive a hydropower plant. This plant
would desalinate seawater and the

brine rejected from the desalination

plant would be discharged in the Dead
Sea to stem the drop in sea level. Such

projects, however ingenious, are un¬
likely to provide major sources of new
water supply.

Pricing water

Attention is focusing on demand-side
solutions to promote sustainable use,

with the help of market-based pricing
mechanisms. OECD countries are not

running out of water, but supply prob¬
lems are becoming more frequent. Glo¬
bal fresh water resources are likely to
continue to suffer from waste and mis¬

management due to excessively low
prices, infrastructure deficiencies, and
slow uptake of better technology. A
key instrument for moving towards
sustainable consumption would be to
ensure that resources and ecosystems

are given economic value and that ex¬
ternal costs, such as those arising from

pollution, arc reflected in market
prices.

Price reform is particularly attractive
on economic grounds. For agriculture,
which accounts for around 70% of glo¬
bal water consumption, compared
with industry's 20% and the residen-

Monument to the Aral Sea

tial commercial sector's 10%, some

degree of intersectoral competition for
scarce water resources could be enter¬

tained, as long as there was an end to
subsidies and to public-led pro¬

grammes to extend irrigation, except
in special cases.

Tradeable rights are also a possible
means of managing water resources,
since it is argued that they would al¬
low the price of water to reflect the
value of its alternative uses, creating
incentives to use it productively and
cost-efficiently. For example, farmers
selling at freely negotiated prices may
have an incentive to improve their own
water use efficiency in order to sell sur¬
pluses to cities, where the price is
higher. However, such a system might
be costly to set up and run. Laws
would have to be changed, means of

enforcing rights implemented, and
perhaps new infrastructures built to
carry water to potential customers. In
any case, governments would still need
to be involved in aspects such as qual¬
ity standards or flood control.

Apart from the occasional restriction
on watering the garden or washing the
car, most people in OECD countries
never give much thought to using wa¬
ter, and even less to how much it re¬

ally costs or where it comes from. Ac¬
tion now to protect future supplies
would ensure that this continues to be

the case. Elsewhere, the situation is

more worrying. Experience suggests

that it will be extremely difficult to

combine the political action, invest¬

ment and forms of development re¬

quired to ensure equitable access to

adequate supplies of safe water for all. I
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Cost control

Health after wealth

a;
n ageing population, combined with changing lifestyles and the emer¬
gence of new health threats, will increase the pressure on national health
ystems in OECD countries. Michel Andrieu explains.

Over 65s accounted for 10% of the OECD's

population in 1950; they will account for twice
that by 2050. The oldest and frailest are the

fastest growing group among the elderly. In
France, the number of over-75s is expected to

increase by 40% over 1990-2010. Because the
elderly are by far the largest users of health
services, this "double ageing" process will mean
higher health costs and an increasing concen¬
tration of health expenditure on the aged.

By 2040 in OECD Europe the share of health
expenditure accounted for by the over 65s is
expected to range from 30% in Belgium to 63%
in Sweden; this compares with 22% and 51%

respectively in 1980.

Lifestyle changes due to rising affluence may
improve personal health, but ironically the bur¬
den on health care could become heavier as

higher living standards tend to raise the de¬

mand for higher quality (and hence more

costly) health care as well. Also, alterations in

family structure, such as a rising number of
single-person elderly households and weaker
inter-generational ties, can boost demand on
public health provision. Moreover, the partici¬
pation of women in the labour force is expected
to rise in most countries, and this will increase

the demand for publicly provided care.

The future will bring its health threats too.

Some communicable diseases may become
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All quiet on the emergency front

virulent. There will be health risks from pollu¬

tion and the degradation of the environment.
With global warming some tropical diseases
could reach Europe or North America, while

there is no sign as yet that the condition of the
ozone layer, with its attendant skin cancers,
eye diseases and weakening effects on the im¬
mune system, is about to improve.

Disability-free life expectancy
is rising too

On balance, the quality of life should improve
in the coming decades, rather as it has in re¬
cent ones. OECD data show that not only is

life expectancy rising, but the number of years
on disability-free life expectancy is on a stead¬

ily improving trend too (see Observer 216,
page 60). Although the number of age-
dependent chronic conditions stands to be¬
come more prevalent, advances in science and
technology will boost the quality of health care,
holding the promise of more effective cures for
today's deadly diseases and perhaps remedies
for new pathologies. Progress in biotechnol¬
ogy offers new opportunities to anticipate, pre¬
vent and treat a number of genetic diseases,
including cancer. Surgery is also becoming
more efficient, thanks to medical imaging and
the trend away from major incisions to endo¬

scopic techniques. Finally, the application of

informatics will significantly improve the avail¬

ability, management and effectiveness of health
care services. Telemedicine and information

management will bring specialised services and
expertise to the most remote areas. Artificial

intelligence and expert systems will be used

routinely in clinical diagnosis and will play a
key role in preventive medicine.

Some of the new advances will call for

more sophistication in the management of
health care because of the complex ethical

questions they raise, such as about genetic ma¬
nipulation, or organ transplants. Some of these
questions have profound cultural and political

implications.

Health care is also about raising revenue and
controlling costs. Indeed, health systems in
most countries will be confronted sooner or

later with common pressures: they will all need

to adjust to changing health care needs as
populations age and new health threats emerge;
they will all have to contain costs and estab¬
lish a financial arrangement which is viable and

politically acceptable without compromising

social equity.

Substantial cost savings could result from ef¬
forts to curb treatments of doubtful therapeu¬
tic value. Moving from a ufee-for-service" to a
"fee-for-benefits" approach could be another
way to improve quality of health care and con¬
tain costs. And a new allocation of financial

responsibilities among key players, with greater
individual responsibility for health, might also
be the answer, provided an inequitable dual-

tier system is not generated in the process to
simply add to the problem of "double

ageing".
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Energy
fifty years
on:

time for

a change?
BARRIE STEVENS, DEPUTY HEAD,

INTERNATIONAL FUTURES PROGRAMME,
FUTURES.CONTACT@OECD.ORG

When assessing the

future of energy, it is
useful to make a

distinction between the

next fifteen to twenty
years and the period

thereafter. This is

because 2010-2020

could constitute a critical

turning point in the
transformation of the

world's energy

landscape.

The energy market is unlikely to I
undergo any radical change in the
next twenty years. That at least is

the general consensus. The

thinking behind it goes broadly like
this. Turnover of the industrial capital stock is
low and in power generation, residential con¬

struction and to a lesser extent transportation,
existing technologies, from the combustion en¬

gine to gas turbine generators and railway elec¬
trification, will continue to hold sway. What is
more, since the early 1980s energy demand
patterns have been relatively stable and are
expected to remain so for the next couple of
decades. An important exception are the de¬
veloping countries where population growth,
rapid urbanisation and higher living standards
will drive up energy use markedly. Energy sup¬
ply virtually everywhere will continue to be
dominated by fossil fuels - oil, gas, coal and
other solid fuels. Indeed, these sources are ex¬

pected to provide some 95% of additional glo¬
bal energy demand over the next twenty years,
increasing the pressure to invest in technolo¬
gies and policies that allow compliance with

stricter environmental targets.

But beyond 2020, the energy picture could
change dramatically. For a start, the new tech¬
nologies will come on stream, and new gen¬
erations of capital stock and infrastructure will

have begun to make their mark, bringing sig¬
nificant improvements in energy efficiency. On
the supply side, oil production will probably
start to decrease, first in the non-OPEC and

then in the OPEC countries. The output of gas
will follow suit, albeit somewhat later.

The long-term geopolitical consequence will
be to increase significantly the already grow¬
ing share of supplies concentrated in what are

today politically sensitive regions - reserves of
conventional oil in the Middle East and natu¬

ral gas in Russia, Iran and parts of Central Asia.
Even if non-conventional oil, such as that ex¬

tracted from oil shale or tar sands and gas re¬
sources fill the gap for some time, there will be
growing pressure to find substitute fuels, so

that in virtually all long-term scenarios, renew¬
able sources, such as wind and solar power,
are expected gradually to expand their shares

in primary energy consumption.
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Developing countries will start to play
a much bigger role than at present,
both with respect to energy demand
and supply in terms of prices, diversi¬
fication of sources and competition,
and to carbon dioxide emissions.

OECD countries will be a smaller

player in the world in terms of energy
demand, production and trade, but

they will be important suppliers of
technology.

The devil in the detail

That is the broad brush canvas for en¬

ergy over the next half century and one
that is rather familiar. However, within

that big picture, a multitude of out¬
comes are possible that hinge on de¬
velopments, trends and trend breaks
in a number of key areas. Take, for ex¬
ample, the question of how quickly oil
reserves are likely to start declining.
It can be argued that given the exist¬
ence of diminishing returns in oil pros¬
pecting, and the strong possibility that

Protecting the environment

estimated ultimately recoverable oil
reserves (EUR) are lower than gener¬

ally believed, production could start

It can be argued that oil

production could start to
dwindle sooner than expected,

perhaps as early as 2007.

to dwindle sooner than expected. Ac¬
cording to some estimates that put
EUR at 1,800 billion barrels, it could

happen as early as 2007. The conse¬
quences of a growing concentration of
supplies of conventional oil and con¬
ventional natural gas in politically sen¬

sitive regions of the world could, then,
be with us sooner than generally ex¬
pected. However, that may not become

a major problem in the coming dec¬
ades, as experience in keeping supply
lines open even in politically tense pe¬

riods would suggest. Anyway, non-

conventional sources would rapidly fill

the vacuum created by any medium-

term disruptions in the supply of con¬
ventional resources, though energy
costs would possibly rise as a result.

Nonetheless, geopolitical surprises
cannot be ruled out (see next article).

Developments on the environmental
front are also extremely difficult to
foresee. From a long-term perspective,
the need to avoid too dramatic a

change in climate points to an upper
limit for greenhouse gas emissions by
a future target period, which many be¬
lieve can only be achieved through
concerted international action. But

there is disagreement on the likely out¬
comes of co-operative endeavours.
Take, for example, the 1997 Kyoto Pro¬
tocol, which obliges developed coun¬
tries - subject to entry into force - to
reduce emissions for six greenhouse

gases by a total of about 5% below 1990
levels by the years 2008-12. Some ex¬
perts doubt that those obligations will
be upheld, not least because of the dif¬
ficulty of setting up a viable emissions

trading system. Others are confident
that the Kyoto obligations will be met
and that they will serve as stepping
stones for further stricter, legally bind¬

ing agreements at a later date.

Can technology be the answer to the
efficiency and environmental chal¬
lenges of the coming decades? Some
technologies will probably not be
available, or at least not for a long time
to come. There has, for example, been
some excitement about the possibili¬
ties offered by nuclear fusion. But it is
still not commercially viable. A pilot
plant is still at least fifteen years away
and it could take up to fifty years
to gain a meaningful market share.
Nonetheless, there is no doubt that

technologies can make a significant
contribution. Renewable energies, nu¬
clear fission and cleaner use of fossil

fuels hold out good prospects for help¬
ing to meet tighter environmental re¬
quirements and promote sustainable

development.
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There is considerable potential for im¬

provements in energy efficiency, in
such areas as transport, with lean burn

engines and fuel cells for example, and
in making smart buildings, with heat
pumps, high-tech windows, heat ex¬
changers and so on. More generally,
the trend to greater fuel efficiency
could be further enhanced if rising glo-

it seems safe to assume that, even

though developing countries will not

bypass steel, machinery, chemical and
other industries, the changing nature
of production and user technologies -
especially the pervasiveness of micro-

efectronics - will ensure they do not
repeat exactly the industrialisation

pattern of OECD countries. There

Over the coming decades there is a risk of a fourfold increase

in energy demand in the developing countries as population
growth, urbanisation and industrialisation take hold and
accelerate.

bal affluence continues to lead to

higher demand for environmental

quality.

The average per capita consumption
of energy in industrialised countries
is up to 20 times higher than in devel¬

oping countries. Over the coming dec¬
ades there is a risk of a fourfold in¬

crease in energy demand in the

developing countries as population
growth, urbanisation and industriali¬
sation take hold and accelerate. To

exacerbate matters, high energy use in
industrialised countries is driving in¬
creases in global energy use through
the world-wide diffusion of life-styles
and technologies.

Trend breaks to make

the difference

But there is no iron law that dictates

replication of economic and social

patterns over time. Trends do break,

and if they occur over the long run,
such as in the relationship between

industrialisation and energy intensity,
or between energy use and communi¬
cations infrastructure, the impact
could be telling.

The expected structural composition
of economic growth in non-OECD
countries over the coming decades is

a useful illustration. At the very least

could be some "leap-frogging" so that
the catch-up process between some
developing and developed countries
could prove faster than foreseen, with

the former shifting rapidly to light in¬
dustry and service activities. Energy
intensity in those countries could de¬

cline faster than expected. Similarly,
in the more advanced countries the

shift to the information and know¬

ledge society that is so widely antici¬
pated could have far-reaching impli¬
cations. The spread of telework,

teleshopping and teletrade, for exam¬

ple, and the deep changes that infor¬
mation technology is likely to bring
about in the organisation of work and
leisure, in mobility patterns, and in
urbanisation trends, could radically
improve energy efficiency.

Getting the infrastructures right

Envisioning the future so far ahead is

clearly a tricky business. But the com¬

mon thread of almost all projections
over this time scale is that the politi¬
cal, economic, social and environmen¬

tal context in which energy supply and
demand will unfold over the next half-

century could be very different from

today's. It will be characterised by new
production and consumption patterns
and different communication and in¬

formation systems; a very much more
diversified energy mix; more glo

balised markets; shifting power struc¬
tures, new players and new forms of I
co-operation in the world economic

arena. But perhaps the most crucial is¬

sue raised by taking a fifty-year per¬
spective is that many end-use devices
and systems, such as industrial plant,
parts of the building stock and trans¬
port and communications, as well as

many existing power stations, will
have reached the end of their lifetime

and will have been replaced by new
technologies.

It is the re-casting of such infrastruc¬
tures in the broadest sense - energy
infrastructures, urban settlement, the

construction of dwellings, transport
systems - that offers perhaps the great¬
est opportunity for setting the evolu¬
tion of both the economy and society
on a much more energy-efficient path.
Infrastructures tend to lock societies

into distinct, slow-to-change patterns
of travel, work, leisure and life-styles
in general, thereby acting as a brake
on the transition towards a different

energy-environment paradigm. Their

renewal requires long lead times, as
witnessed for example by the transi¬

tion from steam power to electricity
which took several generations. Now
is the time, therefore, to plan and start
putting in place the infrastructures

which shape the global energy land¬
scape. It is a task which demands im¬

agination and creativity, with a
stronger emphasis on environmental

and social responsibility. Given the
magnitude and importance of the

changes required, fifty years may not
seem such a long time after all.
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changing
ace

of energy
geopolitics

Anyone trying to forecast oil prices
twenty or twenty-five years ago would
have noticed that the world economy

was slowing down. It would have seemed rea¬
sonable then to predict that oil prices would
start to drop. Of course, the opposite happened.
The 1973 Arab-Israeli war and the 1979 Ira¬

nian revolution were followed by "oil shocks"

as prices rose suddenly and significantly. And
the 1991 Gulf War led to all sorts of price pre¬

dictions, mostly pointing upwards. Today,

prices are hovering around historically low lev¬
els - oil is actually cheaper now in real terms
than before the shocks. Still, it is important to

remember that energy prices are determined
by geopolitics, not just by economics. Two re¬
gions, the Middle East and the Caspian Basin,
hold the key to understanding that geopolitics
and, not surprisingly, they are watched closely
by industry and government everywhere, not
least at the OECD.

Middle East will be more important

The shared perception of those experts is that

the importance of the Middle East producers
will grow, not decline. And as in the past, poli¬
tics could prove to be every bit as important as

Empty? Oh la la!

geology and resource sustainability, at least in
the next 50 years.

Let's take the question of Islamic fundamen¬
talism. It is often quoted as a potential threat
to oil supplies, but experience with the funda¬
mentalist regimes in Iran and Saudi Arabia sug¬
gests that their need for oil revenue will keep
them tied to the market. The absence during

the Gulf war of Arab solidarity (as expressed

previously in the use of the "oil weapon" in
the 1973 war with Israel) supports arguments

that pan-Arabism is a tired force politically and
unlikely to gain sufficient strength to provoke
further price shocks.

Paradoxically, the Gulf region could be the
source of new shocks, not because of sudden

price hikes, but rather if the oil price collapses.
If prices continue to decline, many non-Gulf
producers would become uneconomic, caus¬
ing serious problems in countries that are
highly dependent on energy exports for hard
currency. At the same time, world dependence
on the Gulf would grow. While this would guar¬
antee an in-flow of cash to the petro-

monarchies in the long term in the medium
term revenues would suffer, and the social pact
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that is financed by oil money could break
down. Civil strife could follow, leading to the
disruption of oil supplies. Eventually, the oil
would come back on-stream again, but it is
worth remembering that the 1979 shock came
after Iran's production was disrupted for only
a few months. Oil companies (and the govern¬
ments of countries that rely on oil imports) are
thus faced with a dilemma. Depending on a
region as volatile as the Gulf is hardly ever
going to be risk-free, but investing heavily in
developing non-Gulf reserves will probably not
be necessary for the next decade or so.

A Caspian delicacy

Continuing low oil prices could have particu¬

larly serious consequences for Russia, most of
whose hard-currency earnings come from oil
and gas exports sales. Oil revenues from tradi¬
tional customers would fall. This would have

the dual effect of hurting incomes and under¬
mining the argument that customers should
switch to natural gas. And that would make it
harder for Gazprom, the Russian authority, to
meet its European export target of 190 billion
cubic metres by 2010, versus 98 billion in 1991.

To have any chance of achieving that target,

money would have to be found to build pipe¬
lines to carry the extra 100 billion cubic me¬
tres, and this may prove difficult given the
uncertain outlook for the investment and the

crowding out by the investment commitments

elsewhere in the former Soviet Union, notably
the Caspian Sea area.

Proven reserves in the Caspian basin are 15-
31 billion barrels of oil. That's 2.7% of world

reserves. Some 230-360 trillion cubic feet of

gas are also estimated, which is 7% of world
reserves. Estimates of possible oil reserves vary
from as little as 20 to as much as 200 billion

barrels. Assuming that optimistic assessments
of 20 to 30 billion barrels in the shallow wa¬

ters of the Kazakh offshore sector are correct,

total regional production could reach 3.5 mil¬

lion barrels a day (mbd) in 2010, with 2.5 to

2.8 mbd exported. In 1997 production was
0.9 mbd, with 0.3 mbd exported.

Oil demand in 2010 is projected to be 94 to
103 mbd, depending on assumptions for de

mand growth. This implies that OPEC may
have to shut capacity to defend prices. More¬
over, if the projection model assumes that tech¬

nologies will promote convergence towards

energy-saving processes, world demand would

only be 89 mbd in 2010.

Given that Caspian reserves are unlikely to
have a great influence on world markets, and

will face enormous difficulties in even getting
out to these markets, it is worth asking why so
much attention is being focused on this region.
Part of the explanation lies in the instability of
the Middle East: Caspian energy supplies could
bridge any gap that would open up if supplies

from another major producer were interrupted
for a certain time.

The Caspian Basin is also important geographi¬
cally and politically. The restrictions on Iraqi
capacity may offer Iran an opportunity to yield
renewed influence in the region, especially as
it could also be a key player in opening up the
Caspian's oil and gas fields to international

exploitation. With Iran, the coming years may
thus see Western governments moving away

Caspian oil and gas pipelines
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from sanctions and towards "constructive en¬

gagement". United States oil companies would
encourage such a strategy, especially since their
competitors are already strengthening their po¬
sition on the ground.

Moreover, the US and Europe are not alone in
wanting to build links with the region. China
sees it as part of its plans to resurrect the Silk
Road, which could re-awaken old rivalries in a

new "Great Game", similar to the power strug¬
gles of the 19th century. This puts Russia in a
difficult position. If it seeks revenue from in¬
vestment in the Caspian and transit taxes on
pipelines crossing Russian territory, it would
encourage a rival to its indigenous industries.
If it takes an aggressive stance, it risks open¬
ing its sensitive southern flank to influence
from its political and economic rivals.

A disturbance in the Caspian region would thus
have repercussions far beyond its immediate
shores. For example, if oil companies lose
money due to political upheavals, they will be

more reluctant to fund new projects in other

areas of perceived instability, including those

that could have provided the extra capacity that

will be needed early in the 21sl century. More
directly if pipelines crossing this region are cut
for whatever reason, the shortfall in supplies

to major markets could have drastic conse¬
quences for those countries which have de¬
cided to run down, or even eliminate, their stra¬

tegic reserves.

The Caspian is thus important not only because
of a potential contribution it can make to world
energy markets, but also because the competi¬
tion for its reserves reflects a wide-ranging

network of interrelated domestic, regional and
global-scale rivalries, all of which are helping

to draw the geopolitical energy map of the
21s' century. PL.
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of promise

An exciting period of technologi¬
cal change lies ahead. But how
will these new breakthroughs af¬

fect economy and society as a whole and
what are their implications for policy?
Wolfgang Michalski, Director of the In¬
ternational Futures Programme, offers
some anwers.

The interaction between the evolution of tech¬

nology and the development oi economy and
society has always been an important dimen¬
sion of human history. This applies to the Iron
and Bronze Ages as well as to modern times.
The transition from the agricultural society to¬
wards the industrial society provides the most
pertinent illustration of the profound implica¬
tions which the full diffusion of new technolo¬

gies can have on family structures, work rela¬

tions, settlement patterns, economic and
political power configurations, and also on be¬
haviour patterns and value systems. The rela¬
tionship between technology on the one hand
and economy and society on the other is not
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uni-directional. Not only does technological

progress result in the continuous change of
economic and social structures, but the latter,

including the evolution of attitudes and val¬
ues, has at the same time a major impact on

the direction and the speed of technology de¬
velopment. The industrial society of today,
characterised by mass production, mass con¬

sumption and mass government, is in many

ways a complex incarnation of the technolo¬
gies of the 20lh century. But there is no doubt
that the profound change in political, economic
and social structures has provided the
conditions to enable the transition to a

new paradigm.

Breakthroughs will drive change

Looking at technology developments at the
turn of the 21s' century, there seems to be once
again a broad range of new technical break¬
throughs in reach. Further rapid progress is

expected in information technology, new ma¬
terials, genetics technology, environment pro¬
tection and energy technologies, to name just

a few. New possible combinations and interac¬
tions of the various technologies will also be
of major importance. Prominent examples in¬
clude information technology and telecommu¬

nications as well as energy and environment

technologies. However, only a few of these

technologies appear to be pervasive enough or
to provide mankind with new basic capacities
for them to have a major impact on society.

In a thirty-year perspective, genetics technol¬
ogy as well as energy and environment tech¬
nologies could hold this potential. But look¬
ing ahead towards the next ten years or so, the
main driving force for economic and social
change will be information technology. After a
quarter of a century of gradual development
and diffusion, many believe that information
technology is on the verge of a new take-off.
This is partly due to genuine technology evo¬
lution; however, it is also partly the result of

changing economic and social structures.

These are increasingly adapting to the new or¬

ganisational and institutional patterns required
for the full and most effective use of the new

technology, thereby contributing now to the

push for further technological progress.

The networked economy

Beyond the convergence of computers, televi¬
sion and telephones, tomorrow's powerful

desktop computers will be characterised by the
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use of sensory input and output devices, by

the use of intelligent agent software and, most
importantly, an all pervasive network connec¬
tivity. In particular, the latter will lead to an¬
other important feature of tomorrow's infor¬
mation technology, notably universal
"smartness". In the longer term, people will

be used to having networks connecting every¬
thing. They will experience smart furniture,
kitchens and offices, they will live and work

in smart buildings, and they will drive sensor-
conducted smart cars on smart highways. A

further highly promising application is
imaging, which will be used for highly sophis¬
ticated bar codes, video marketing and virtual

goods. Complex technical products, such as
automobiles, skyscrapers or aircrafts, will as a
routine matter be designed, planned, built,
tested and evaluated in cyberspace before be¬
ing manufactured for real. A decade from now,
information technology will in all probability
have penetrated every aspect of human activ¬
ity. Once again, the interaction between the
evolution of technology and the development
of economy and society will have led to pro¬
found changes with regard to when, where and
how people work, play and rest; to how, where
and what people consume and produce; and
to when, where and how they interact with

other people, with business, social organisa¬

tions or government.

Computer-enabled electronic commerce is
likely to modify significantly current ways of
doing business. Anyone with a computer and
Internet access can benefit from the enlarged

choice and the competitive supply on the glo¬
bal market place. Performance is difficult to
measure in this context, but it is interesting to
know that Amazon.com, a well-known Internet

bookseller, holds 13 million titles, whereas the

biggest bookshops in New York arrive at no
more than 180,000. Estimates of world-wide

electronic commerce revenues vary sharply, but

there is no doubt that they will rise dramati¬

cally - certainly by about 1000% over the next
four to five years. Electronic commerce will
also lead to modifications in value chains: some

will be dismantled, and others re-assembled.

Most importantly, there will be a process of dis-
intermediatisation. Many intermediate agents
between producers and consumers will have

to change their role or disappear. Examples in¬
clude travel agencies, insurance brokers, local
bank offices and many sectors of retailing.

Towards a creative society

There will also be major implications for social

organisation - in private life, business and go¬
vernment. The advanced power of computing,

coupled with low cost telecommunications,

may lead to new kinds of communities - both
real and virtual. The possibility of telework-

ing, teleshopping and telelearning may result
in a move away from the big urban

agglomerations and give rise to new develop¬
ments in settlement patterns. Easy access to

interactive global networks together with fur¬
ther simplification of computer use, will en¬
hance the spread of today's embryonic "cyber"
communities. In business, there may be a

strong tendency towards bi-polarisation of
company structures - a trend towards very big
global players on the one side, and very small,
highly specialised companies on the other. In
business and government, many foresee the
end of the traditional hierarchical command

and control structures. These may be increas¬

ingly replaced by horizontal networks and co¬
operative teams, providing members with
greater freedom and responsibility in decision¬
making. All this will increase efficiency further,
but at the same time, will provide scope for
growing diversity, for greater individual choice
and for many new opportunities for people's
self-determination and self-fulfilment.

Nonetheless, technological advances in them¬
selves provide no foregone conclusion as to the
extent and manner in which they will be used.

In order to realise the promises of 21s1 century
technologies - in particular information tech¬
nology - individuals, business and govern¬
ments need to embrace a culture of creativity,
experimentation and openness to change.
Policy at national and international levels has
to ensure that the benefits are shared by soci¬
ety as a whole. It should also see to it that,
wherever possible, potential risks associated
with the new technologies are controlled and
undesirable side-effects contained without

unduly impairing technological, economic and
social dynamism.
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A better future

for work?
I t appears that with every passing age work in most societies has got better and less exploitative.

Now, with new technologies profound transformations within the firm are again in store. Will those
changes deliver new benefits and improve the quality of life as before?

The impact of information tech¬
nology (IT) on work is a question
which probably worries us more than
we care to admit. Will information

technology be a liberating force on the
individual and the herald of a new so¬

cial and economic contract? Or will it

cause a drastic cut in jobs and mas¬
sive unemployment? Will the quality
of life be improved by opportunities
both inside and outside the workplace,
or will the work experience deterio¬
rate into a race, with the jobless in

search of unstable, unpredictable and
above all insecure contracts?

To start with, it is most likely that IT -

as with other forms of technological
changes in the past - will have an im¬
pact, not so much on the overall em¬

ployment level, as on its makeup. The
nature of working relations will also

be deeply affected by IT, as it brings
about a radical transformation in the

organisation of production. There will

be a reduction in the layers of man

agement and virtual organisations will
emerge without fixed locations and

with flexible, demand-oriented, pro¬
duction networks.

As to the composition of employment,
many jobs are likely to be destroyed,
notably low-skill repetitive jobs and
middle management posts, as organi¬
sational structures become flatter.

Even highly qualified professionals,
such as medical doctors and lawyers,
will not be immune to the onslaught
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of IT. At the same time, new forms of

employment will become more preva¬
lent; notably, participation in task-
specific team production and
teleworking will usher in a new type

of job tenure, a sort of "jobless" em¬
ployment market.

These changes will bring new chal¬
lenges for employees and for employ¬
ers alike. Employees will have to be
prepared to upgrade their skills on an
on-going basis and to switch jobs, per¬
haps several times in their career, as a
matter of course. They may have more

frequent spells being unemployed, or
on time-out between jobs. Overall,
employees will need to be more entre¬
preneurial in their career development
and will have to adjust to a new work¬
ing environment where the very con¬
cept of job, as we know it, will have
evolved and may even disappear.

But employers too will need to adjust.
With innovation, rapid product cycles

and high quality as basic requirements
for success in the market place, firms
will have to find new, flexible ways of

employing knowledge workers effec¬
tively. In this context, resolving ten¬
sions between the need for a secure

environment to nurture employee ini¬

tiative and the potential insecurity due
to unfamiliar work relationships will

be important. This will call for mana¬
gerial innovations in the way both
work schedules and job descriptions
are tailored to the needs of employ¬

ees. Notably, employers will have to
pay particular attention to the needs
of "core knowledge workers" , who are
workers charged with knowledge pro¬
duction who will probably insist on
less linear, less hierarchically defined

career paths. In a more competitive
environment where human capital will

play an increasingly dominant role,
such workers will be in a strong posi¬

tion to negotiate their fees and their
working conditions. Firms will have
to bid for employee time, which may

drive up wages for certain skills,
though boosting efficiency and im¬
proving business-partner relations.

Job satisfaction

As the job market changes, the work¬
place experience will change too. The
question is in which direction, good
or bad? According to some, it will de¬
teriorate. Just as mechanisation re¬
sulted in the dehumanisation of work

in assembly line industries, it is feared
that future workers will become mere

extensions or servants of computer-

driven production processes. As sys¬
tem software increasingly controls and
defines the work to be done, compu¬

terisation may turn many contracts

into mind-numbing Mcjobs, with in¬
dividuals being systematically stripped
of their capacity for human involve¬
ment and judgement.

Optimistic technophiles, on the other
hand, argue that the quality of work
will improve for most of us and that
those who are left out will still be able

to enjoy a higher level of income. This
sounds perhaps a little utopie, though
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there is a logic to it. The argument is
that increased prosperity brought
about by progress in information tech¬
nology will result in a major increase
in leisure time, which in turn will

translate into more fulfilling lives. Not

only will individuals have more time
out for themselves and more money

to enjoy it with, but also work itself
will become more rewarding. Indeed,
for some workers the distinction be¬

tween work and leisure will become

blurred as they find they are able to
work at what they enjoy doing. This
is because "intelligent" machines and

systems will do the dirty, dreary work,
replacing manual labour and some of
the more mundane intellectual work

too. Decision support programmes will

provide essential help for more com¬
plex intellectual work, allowing indi¬
viduals to focus on the most satisfy¬

ing tasks. In this vision of the future,
work will increasingly become a

means to satisfy higher order needs,
part of one's self-fulfilment. In other
words, work could become a hobby

for more and more people. In this op¬
timistic scenario, even those who can¬

not find the jobs they want will be
better off as the rising tide of affluence
lifts all boats, improving welfare pro¬

grammes and ensuring that the basic
needs of society are indeed met.
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On balance, there is good reason to
believe that IT can bring about a pe¬
riod of unprecedented material pros¬
perity to the world. Indeed, it is quite
possible that, after a period of painful
adjustment, workplace improvements

will spread globally in the longer run,
albeit perhaps in an uneven way, with
some periods and places witnessing
faster progress than others. As the

technophiles argue, our pay cheques
and welfare payments should on the
whole become fatter. However, there

is no guarantee that everyone, or even
most of us, will benefit. Indeed, if cur¬

rent trends in income are a harbinger
of things to come, income inequality
may very well increase in the future,

possibly becoming a source of serious
social upheaval. So, will IT favour only
an affluent highly skilled small elite,

while the less skilled become poorer
as they are automated out of the equa¬
tion and cornered in dumbed-down

jobs? That is a key question and it is
one on which the true promise of new
technology will be judged. M.A.

Observers Past

Some of the basic assumptions un¬
derlying [earnings] incentive sys¬
tems have been called into

question by technological develop¬

ments; in the most automated jobs,
workers have been removed alto¬

gether from the physical process of
production and made into machine
minders, maintenance men, or

technicians. Hence, management

objectives in designing a wage
scheme have shifted: in particular,
there is growing concern with en¬

couraging workers to accept tech¬
nological change and to learn new
skills and techniques.

OECD Observer No. 40, June 1969

The long boom
the future
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The world stands on the threshold of a tantalising opportu¬
nity - the possibility of a sustained long boom over the first
decades of the next millennium. It is an opportunity we

should not miss.

Long booms are exceptional events.
There have been relatively few in the
history of human economic develop¬
ment. Two rapid growth periods of the
last 130 years - one in the latter dec¬

ades of the 19th century and the other
in the period after the Second World

War - made major contributions to lift¬

ing the long-run historical average to
a higher level. The anatomy of previ¬
ous long booms reveals two basic char¬
acteristics. The first is that a boom's

above-average pace of development
tends to be part of a longer, century-
spanning flow. This is a distinct phe

nomenon not to be confused with

shorter business cycles that fluctuate
up and down around the historical
trend.

The second feature of a long boom is
the coincidence of diverse forces

which work together in a specific his¬
torical conjuncture. Most recently, this
occurred during the 1950s when the
post-war reconstruction boom coa¬
lesced around the diffusion and devel¬

opment of innovative technologies, ad¬
vanced methods of mass-production
as well as new economic and institu-
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tional frameworks. Such a constellation of

forces helps to spark and sustain the unusu¬
ally fast rates of socio-economic change and
productivity growth that characterise a long
boom.

Harmony and dissonance

Not necessarily. Certainly, strong growth in in¬

vestment, in the capabilities of the labour force
and in trade are crucial for very long periods
of sustained economic development. But the

dynamic element that drives change forward
is the systemic chemistry that either catalyses
the process or stifles it.

History has cast the role of system functional¬
ity or dysfunctionality into stark relief. The dire
consequences of systems failure are evident, for
instance, in the demise of Soviet command plan¬

ning or the post-1970s "debt crisis" which
plunged many countries into even deeper
poverty. On the other hand, system functional¬
ity normally brings immense benefits. This can
be seen in the convergence of income levels be¬
tween North America, Europe and Japan, and

the impressive economic take-off of many Asian
countries over the last two to three decades.

What are the ingredients of a functional sys¬
tem that allows it to militate against stagna¬

tion and maintain its capacity to change over
time? The answers can be grouped into three
areas. First, there are the aspirations and im¬

peratives that emerge when democracy and a
competitive market place are allowed to de¬
velop together. Second, there is the capacity to
innovate and adapt that can flourish only when
there is pluralism, transparency and openness.
And third, there is a whole range of cultural

values, such as a respect for both civil liberties
and social obligations, which underpin the con¬
stant search for ways of balancing co¬

operation with competition, security with risk
taking.

Of course, systems that are hierarchical, closed
and intolerant are capable of short bursts of
development, even over several years. This is
particularly so if the technological, organisa¬
tional and social structures are imposed from

above, for example, during wartime, or during

a period of forced industrialisation. But, as the

record this century shows, these are not dy¬
namic systems capable of sustaining long-run

economic development.

The fact that some systems fail does not mean
that all systems must be the same or that func¬
tionality can be assured by clinging to what
worked in the past. The ways of sustaining
long-run economic dynamism change over
time. The 19* century's rather narrowly delined
democracies and trading institutions oifered

A shift to an economy dominated by

the production and consumption of

intangibles, such as the trade in
know-how and ideas, could spur the

above-average growth rates of a long
boom.

tremendous scope in that era. The same can
be said of the organisations of mass produc¬
tion, mass consumption and mass government
that have dominated the 20lh century. However,
these institutional and organisational forms are
hardly adequate to the conditions and tasks of
the 21st century, when meeting a growing di¬
versity of demand will mean encouraging an
ever greater diversity of supply. That, in turn,
depends on more initiative, customisation and
a further relaxing of centralised controls.

Sustaining the prevailing tide of long-run eco¬
nomic dynamism is a necessary, but not suffi¬
cient, condition for sparking a long boom. A
confluence of specific technological, economic
and social factors will have to fall into place to

push the global rate of per capita income
growth into the 3% and above range of a long
boom. To reach this target over the next few
decades, sufficient progress will have to be
made in three critical areas: the knowledge so¬

ciety; integration of global markets; and envi¬
ronmental sustainability.

Regarding the first set of forces, the transition
to a knowledge economy and society, there is
a close parallel to the powerful growth-
inducing impact of this century's development
of mass production, mass consumption and
mass government. In the 21s' century, a shift
to an economy dominated by the production
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and consumption of intangibles, such as the
trade in know-how and ideas, could spur the
above-average growth rates of a long boom.
The more difficult question is whether or not
this catalyst will be sufficiently strong both to
drive change forward in as rapid and diffuse a
manner as possible and to overcome any con¬
straints on the way. Just the prospect of labo¬

ratory breakthroughs and product innovations
offers no assurance of wide diffusion of new

technologies nor the equally important reor¬
ganisation of the ways in which people work
and live.

Momentum for change does appear to be build¬

ing in several areas. With the explosive growth
of the Internet and electronic commerce, at¬

tention is now turning to building the frame¬
works needed to enable a deeper and faster
transition. The global infrastructure for over¬

coming inadequate privacy safeguards, pay¬
ment systems and intellectual property laws is
now being designed. Should this infrastructure
fall into place, there is a good chance that de¬

centralised market competition and knowledge
diffusion will accelerate the transition process.

Harmonious future: here, solar power in Odeillo, France

However, improving the ease with which peo¬
ple and firms everywhere can enter markets -

both on the demand and supply sides - is only
part of the solution. Constraints, such as lim¬
ited access to easy-to-use, "appropriate" tech¬

nology and out-dated methods for improving,
assessing and attributing value to human capi¬
tal threaten to slow change or render it too shal¬
low. The intangible economy's radically new
organisational patterns of production, con¬
sumption and human settlement will take hold

only if people are helped to overcome their fear
of both unfamiliar technology and the pros¬
pect of new, possibly disruptive economic and
social changes.

The second set of developments that could
power a long boom spring from the possibility
of an accelerated and much fuller integration
of global markets. There is good reason to be¬

lieve such integration would bring positive re¬
sults. After all, the creation of national or re¬

gional spaces for the free flow of goods,
services, finance and technology have had tell¬

ing effects on long-term growth. Extended
world-wide, such integration offers huge scope
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to improve both the efficient allocation of re¬
sources and the competition of ideas that are

the key ingredient of knowledge societies. But
numerous constraints block the way, from hav¬

ing to use existing frameworks for resolving
trade disputes, to having to reform or invent
institutions that can manage the volatility of
global financial markets.

In addition, the rapid and much fuller integra¬
tion of global markets required for a long boom
is unlikely to be politically feasible without
mechanisms for compensating losers and in¬
troducing minimum standards regarding both
human and workplace rights. Here the notion
of social values plays a decisive role. Negotia¬
tions to merge markets and establish much
higher degrees of transparency swiftly confront
issues like the value attached by many to pre¬

serving national sovereignty or the willingness
to tolerate other people's social norms.

The drive towards environmental sustainability

is the third factor that could contribute to spark¬

ing a long boom over the first few decades of
the next century. The job of lightening tomor¬
row's ecological footprint of wealth creation
compared to today's industrial societies could,
if the policies are designed appropriately, spur
the rapid development of both the intangible,
environmentally benign, side of the economy,
and improve the eco-efficiency of the more tra¬
ditional forms of production and consumption.
Such policies could help to accelerate the dif¬
fusion of new technologies, like hydrogen fuel-
cells that can generate electricity for both home
use and transportation needs. Perhaps even
more importantly, they could help to paint to¬
morrow's long boom green by making good use
of the opportunity afforded by new technolo¬
gies to reorganise economic and social life.

On the other hand, moving aggresively towards

an environmentally more sustainable economy
and society might turn out to be more of a con¬
straint than a catalyst. Using economic incen¬
tives to change consumption and investment
behaviour may be highly effective, as experi¬
ence during the oil shocks demonstrated, but
the adjustment costs are often prohibitively
high. These costs could end up compounding
the drag exerted by trying to use global insti

tutions that are still somewhat immature for

the daunting tasks of the future. Those tasks
could include negotiating the attribution of
rights and the redistribution of income as part
of a new form of global ecological citizenship.

Provoking a long boom

The key factors needed to spark a long boom
do indeed appear to be present today. How¬
ever, its prospects depend first, on the condi¬
tion of the underlying systemic "motors", such
as the competitive markets, social openness and

political democracy that create the foundations
for long-run economic dynamism, and second,
on the extent to which the balance between

historically specific catalysts and constraints -
of the knowledge society, global markets and
environmental sustainability - can provide the
necessary fuel. Provoking a long boom will be
contingent on inducing as many of the avail¬
able catalytic forces as possible and making
them work together. In concrete terms that
means coherent and integrated policies to ac¬
celerate the emergence of the knowledge
economy, globalisation and a new environmen¬
tal sustainability. It also means making the best
of the possibilities open to humanity on the
eve of the 2F1 century.

Unfortunately, opportunities are not always
grasped. There is now a rare chance to realise a
period of rapid, widely shared growth and to re¬
verse the trends towards deepening inequality
and exclusion that have marked recent decades.

These are two very good reasons for making the
exceptional economic and social policy efforts
required for the long boom to become reality.
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From Big Science
to Little Science: it all counts
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In late 1995 the managers of the

Hubble Space Telescope took a

bold step. Normally, astronomers

from around the world compete vig¬
orously for the right to use this multi-
billion dollar instrument for a few pre¬
cious minutes. But this time, for ten

whole days, the telescope was pointed
at nothing- the emptiest possible part
of the sky. To the delight of the Hubble
team, the resulting picture was very
far from blank. Some three thousand

objects could be seen, each one a gal¬
axy containing hundreds of billions of

stars. The galaxies that are relatively
nearby exhibit their structure, but the
faintest, most distant, ones are mere

tiny smudges. Light from these barely
visible galaxies has been travelling to¬
wards us for several billion years. Since

the entire universe is only some 12 bil¬
lion years old, these are actually the

very first galaxies that ever were. Look¬
ing for older and more distant objects
may now be fruitless - there is (or was)
nothing more to see: scientists had, at

long last, taken a picture of everything
that has ever existed, tooking back to
almost the beginning of time.

Also in 1 995 , a group of excited physi¬
cists announced the discovery of an
elementary particle that had eluded
them for many years: the fabled Top
Quark. It's a monster among particles,
weighing in at almost 200 times the
mass of the garden-variety proton. To

coax it into existence required the full
power of the world's biggest atom-
smasher, the billion-dollar Tevatron at

Fermilab near Chicago. With this dis¬

covery, scientists who study the physi¬
cal world at the most fundamental

level could, at long last, confirm the

science and technology

so-called Standard Model, the theory
that explains everything on the small¬
est scale in terms of the most elemen¬

tary constituents of matter: quarks and
leptons.

Small is beautiful too

These two great discoveries are among
the many triumphs of "Big Science" -

expensive, complex, multi-year
projects that are targeted at some of
the most difficult challenges that con¬
front modern science. Huge facilities
are not always the hallmark of Big Sci¬
ence. For example, the vast Human

Genome Project involves co¬

ordinating the work of a large number
of medium-sized, independently-
funded research groups in many coun¬
tries Still, a typical Big Science effort

requires the expenditure of large
amounts of money, and the manage¬
ment of multinational teams of scien¬

tists and engineers over many years.
One must not, of course, forget about
"small science"; after all, the most

important technological breakthrough
of the century occurred on 16 Decem¬
ber 1947, when the first transistor was

assembled on an ordinary tabletop at
Bell Laboratories.

The role and significance of Big Sci¬
ence projects and programmes con¬

tinue to evolve, based on the chang¬
ing needs of scientists and of

policy-makers. Many researchers in
"small science" fields, such as con¬

densed matter research, are now the

primary users of very large facilities,

such as neutron sources and synchro¬
tron radiation sources. In public policy,
in areas such as health, food produc¬
tion or environmental protection,
there is a growing need for the results
of large-scale research, for example,
genome mapping and Earth-observing
systems. Thus, though research budg¬
ets are under scrutiny in many OECD
countries, governments face the ongo¬

ing challenge of maintaining strong
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megascience programmes. And with
reason, for there are urgent questions
to deal with.

Static radio

Take the case of radio astronomy. It is

a classic instance where science policy

interacts with other policy issues, and
which by its nature absolutely de¬
mands international consultation by

governments.

Astronomers require access to ex¬

tremely clear, interference-free por¬
tions of the radio spectrum to study

the faint signals from cosmic radio
sources. This access is threatened by
the enormous increase in the commer¬

cial use of the radio spectrum. Until
recently, radio astronomy observato¬
ries could be protected from most
man-made interference by being lo¬
cated in remote areas. Even so, as the

spectrum becomes more crowded, in¬
stances of interference occur more

often, and precious and expensive tel¬

escope time is increasingly lost. Oi
greatest concern are the transmissions

from large numbers of global, low-or

bit telecom satellites now coining

online. These may completely block
access to spectral regions that provide

unique information on some astro¬
nomical phenomena. This new situa¬
tion cannot be remedied by geographi¬
cal isolation and thus adds a new

dimension to radio astronomers' strug¬

gle with manmade interference. An ap¬
preciation of the magnitude of the
problem can be obtained by consider-

the next generation of radio-telescopes

now being planned. These instruments
will be a hundred times more sensi¬

tive than current telescopes - sensitive
enough to permit observation of nearly
the entire history of the Universe back
to just after the Big Bang.

It is increasingly difficult to deal with
interference issues within existing na¬
tional and international regulatory

If a simple hand-held mobile phone were located on the Moon,
its signal would appear on Earth as one of the brightest radio
sources in the sky.

ing a simple hand-held mobile
telephone unit. If this unit were lo¬
cated as far away as the Moon, its sig¬

nal would appear on Earth as one of
the brightest radio sources in the sky
at its particular transmission fre¬
quency, compared with naturally emit¬
ting astronomical objects. The signals
from a commercial satellite can be a

hundred million times stronger, mak¬

ing observations at those and adjacent
frequencies effectively impossible. The
problem may become much worse for

The beginning of time

bodies. Radio astronomy, whose

progress is in the public interest, and
satellite service providers who benefit

the public, must find a way to coexist
and prosper. The technical and regu¬
latory provisions for coexistence can
only emerge from a dialogue between
all those involved: national and inter¬

national regulatory bodies, the world¬
wide radio astronomy community, and
the telecommunication companies.

The Megascience Forum at the OECD
is taking the lead in preparing and ini¬
tiating the dialogue, probably with the
help of an unofficial task force with
participants from industry, astronomy,
regulatory bodies and governments.

What future for megascience?

It is customary when speculating
about the future and megascience to

invoke the unpredictability of the sci¬
entific enterprise, and the way that ac¬
tual progress almost always exceeds
both the expectations and imaginings

of prognosticators. The spectacular ad¬
vances of the 20,h century, and the ti¬
midity (in hindsight) of predictions
made a hundred years ago, justify high

hopes regarding the next hundred

years, combined with caution about
the details of the discoveries that lie

ahead. Still, it should be somewhat so¬

bering to note that many of the most
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profound questions that baffled scien¬
tists in the 1890s are still unanswered.

How big is the Universe? How and
when did it begin? Will it ever end?
What are the most fundamental con¬

stituents of matter? What is the true

nature of space and time? How did life

originate on our planet? Is there life
elsewhere? How does the mind work?

These questions, perfectly intelligible
to scientists of three, four, or ten gen¬
erations ago, must still be recorded in
the "Don't Know" column. Science it¬

self has added new items to the roll:

how can quantum mechanics be re¬

conciled with gravitation? Why does
Nature appear to be exquisitely fine-
tuned to permit (or perhaps require)
the existence of life and even minds?

Complicating matters as we approach
the end of this century of great dis¬
coveries is the observation that there

are still some embarrassingly large
gaps in our knowledge. What, for in¬
stance, is the Universe made of? After

all, about 90% of it appears to be miss¬
ing, and there are few good guesses as
to what or where it may be. Some¬
times, doubts remain even in those

areas where most scientists want to de¬

clare a hard-won victory. The dogma
of the Big Bang, for example, appears
to most observers as a certainty, but
others point to a few cracks in the edi¬
fice which could still, conceivably,

come tumbling down. High expecta¬
tions and lingering uncertainties mean
that the "End of Science" is nowhere

in sight. One thing is certain: Big Sci¬
ence will play its part in filling in the
blank spots on the map.

Bibliography

Policy Issues, OECD, 1995
ISBN 92-64-14557-5.

with the Square Kilometre Array,
A.R. Taylor and RBraun, eds., March 1999.

Internet: www.ras.ucalgary.ca/SKA/science/
science.html.

Megascience,
the OECD

and the new global forum
Basic scientific research may be

one of the highest expressions of
human reason, but the conduct

of science is not exempt from the
down-to-earth laws of economics. Al¬

though science and technology are
obviously essential for economic well-

being, they must take their place in
line when competing for scarce re¬
sources. The world-wide distribution

of these resources, and of information

and talent, means that international

consultations by science policy offi¬

cials are essential for undertaking
timely, informed decisions on science

policy issues, especially those concern¬
ing very big projects - megascience.

Every important technological inno¬
vation has its origins in basic research
that was driven by pure intellectual
curiosity. Unfortunately, the converse
does not apply, since not all basic re¬

search leads to useful applications -
hence the need for science policy. That
is why scientific research has a natu¬

ral place at the OECD. Article 2 of the

Organisation's Convention states that

member governments "agree that they
will, both individually and jointly: [...]
in the scientific and technological field,
promote the development of their re¬

sources, encourage research and promote
vocational training.

Scientific and financial stakes

Since 1992, the Megascience Forum

has provided a venue for regular con¬
sultations about Big Science among
senior science policy officials of 27 out
of the 29 OECD countries, plus the
European Commission. In addition to

regular exchanges of information
about policies, plans and priorities, the
Forum has delivered practical, action-
oriented recommendations for

strengthening scientific co-operation
across a wide range of fields where big
scientific projects play a major role.
In each instance, the benefits of work¬

ing together, such as pooling resources
and avoiding duplication, are weiglied
against the costs, such as overheads,

language issues and travel. In practice,
international co-operation on anything
but the smallest scale, is rarely
straightforward, nor is internationali¬
sation an end in itself. Individual

countries have created their own po¬
litical procedures and structures for

priority-setting, scheduling, funding
and evaluation of research. These have

to be harmonised and co-ordinated for

joint efforts to be undertaken.

When the Megascience Forum was
first being organised, the governments
approached the proposed activity war¬
ily, given the scientific and financial

stakes. After all, most big projects
come to their attention after extensive

discussions among scientists, not via
intergovernmental organisations such
as OECD. International collaboration,

if il is to take place at all, is usually
pursued on an ad hoc basis with bilat¬

eral, trilateral or other arrangements
as needed.

Governments were not alone in their

wariness. The scientific community
too was quite prepared to cast a jaun¬
diced eye on the prospect of a group
of officials deliberating on scientific
projects outside the range of their scru-
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tiny. Thus, in designing the procedures
of the Forum, a careful balance had to

be struck between providing a chan¬

nel for input from scientists and the
desire of beleaguered government of¬
ficials not to have the meetings turn

into a stage where scientists would
chant their unvarying mantra - "more

money!" .

A busy decade

Despite all these constraints and re¬
quirements, the Megascience Forum
has been able to convene five work¬

ing groups and two workshops over a
period of three years since 1995, with
a total of over fifty international meet¬
ings involving hundreds of delegates.
One workshop, for example, was dedi¬
cated to strengthening co-ordination
between scientists conducting under¬

water studies of ultra high-energy neu¬
trinos - elusive elementary particles

that arrive on Earth from deep outer

space and whose origin is a mystery
to astronomers. The other was de¬

voted to optimising large-scale, multi-
disciplinary scientific assessments of
global issues, such as the threats to
biological diversity.

The working groups have been very
active. For example, a shared global
vision of the future of nuclear physics

was developed, including the
identification of opportunities for
co-ordinated or co-operative develop¬
ment of radioactive nuclear beam fa¬

cilities, heavy-ion colliders, electron
accelerators, and facilities that pro¬

duce multipurpose beams of exotic
elementary particles for nuclear re¬
search. Some applications of nuclear
science were also examined, notably
nuclear waste transmutation and

medical imaging.

On biodiversity informatics, a work
plan was developed for the implemen¬
tation of a multinational Global

Biodiversity Information Facility
(GBIF) for policy-makers, researchers

Neutron drought ahead

The outlook for the supply of neutrons

is not encouraging. Why is this impor¬

tant, you might ask? Scientists and en¬
gineers use beams of neutrons (elemen¬
tary particles that, together with
protons, are the constituents of all
atomic nuclei) to study the properties
of materials such as semiconductors, su¬

perconductors, and biological speci¬
mens. In other words, they are essential

tools for basic and applied research.

Neutrons are produced at large expen¬

sive facilities. The Megascience Forum

has found that most of the existing neu¬
tron sources will have to shut down dur¬

ing the next twenty years. That goes
mainly for reactor-based neutron sources

(gray bar), whereas the number of ac¬
celerator-based sources (red bar) will de¬

cline less sharply. The Forum has made

specific recommendations to govern¬

ments regarding the construction of new
sources, based on a desired world-wide

regional balance and the projected de¬
mand across a wide range of disciplines,

from the life sciences, to geology, to fun¬

damental physics. After the Forum's de¬
liberations were completed, a number

of important decisions were made for ex-

ample, the United States decided to
build a 1 .3 billion dollar accelerator-

based neutron source in Tennessee.

Declining neutron supply
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and business. And on neuro-

informatics the Forum developed re¬

commendations for promoting inter¬

national co-operation in the

application of information science to
the study of the brain.

Improving access to large scientific
facilities, and overcoming obstacles to

international co-operation are a con¬

stant objective of the Forum, which
has developed guidelines for govern¬
ments on the rules underpinning ex¬

isting and future large facilities. Re¬
commendations for overcoming

impediments in the transfer of scien¬
tific equipment and the mobility of
personnel were also made.

The Forum's work, which has been

subject to exceptional scrutiny by in¬
dependent experts, is now regarded as
a success. Not surprisingly, OECD

governments have decided to endorse
the establishment of a follow-on body,
dubbed the "Global Science Forum"

to continue the job. Only this time, in

the spirit of the needs of basic research,
very large projects will not be the only
concern. S.M.
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Promoting innovation - does it matter?
JEAN GUINET AND DIRK PILAT, DIRECTORATE FOR SCIENCE, TECHNOLOGY AND INDUSTRY, OECD
CONTACT: DSTI.CONTACT@OECD.ORG

There is no doubting the importance of innovation to economic performance. But like economies,
innovation has to be allowed to thrive too. What can OECD governments do to help?

Innovation is the heartbeat of OECD

economies. Without it firms cannot in¬

troduce new products, services and
processes. They find it hard, if not im¬
possible, to gain market share, reduce
costs or increase profits. In effect, if

the pulse of innovation is missing,
firms quite simply die.

In the past, larger firms and corpora¬
tions may have had the muscle to in¬

sulate themselves from change, hold¬
ing off innovation and living off
successful product lines for many
years. But in today's globally competi¬
tive environment, no firm, large or
small, can survive without innovating.
In all sectors of the economy, firms
need innovation to grow and to stay
ahead in the market. It helps produc¬

ers to satisfy diverse and fast chang¬
ing consumer demands, and enables

improvements in health, communica¬

tions and the quality of life generally.
In other words, innovation is the driv¬

ing force of progress.

Affording innovation

Innovation is costly. In 1996 OECD
business expenditure on research
and development (R&D) topped
US$300 billion. Large manufacturing
and service firms such as Ford, Sie¬

mens, IBM and Microsoft spend bil¬
lions ol dollars a year on R&D. And

R&D expenditure is only part of the
total cost of innovation. In manufac¬

turing, R&D amounts to between a

third and half of all business expendi

ture on innovation. But in services,

R&D is often less than a third of the

total cost of innovation. Large com-

sation, stronger competition, the grow¬
ing impact of information and com¬

munications technology, and the high

No firm, no matter how large, can find all the knowledge and
information it needs in-house or even within the boundaries of

its own country.

plementary investments in equipment,
training, licences, marketing and or¬
ganisational change are needed to
make innovation work.

The innovation process has changed
markedly over the past years. Firms
innovate more rapidly, due to globali-

pace of scientific and technological
change. This is leading to more effec¬
tive business R&D, but is squeezing
out private investment in long-term
applied research. Surveys for the United
States suggest that firms' average R&D
cycle has fallen from 18 months

in 1993 to only 10 months in 1998.

Innovation has flown us from here ...
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The paradox of innovation is that while it is
driven by competition, it can not flourish with¬
out co-operation, sometimes even between
competing firms. The costs, complexity and
risks of innovation are high and no firm, no
matter how large, can find all the knowledge
and information it needs in-house or even

within the boundaries of its own country. The

development of a new pharmaceutical drug
may cost hundreds of millions of dollars, and
only some of the drugs under development will
ever reach the market. To share risks and costs,

to access new knowledge, and to ensure that
innovation responds to consumer needs, firms
join in networks, alliances and clusters. They
work with universities and research institutes,

with clients and regulatory agencies, and even
with competitors. Many of these networks and
alliances, in areas such as cars, airlines,

telecommunications and retailing, now have a

global character.

Where governments come in

While firms drive innovation, they depend on

government to perform three core tasks. The
first is to invest in basic scientific research,

which is essential as the foundation for new

ideas, methods and products. Major advances
in scientific research are the source of many of

the breakthroughs in information technology,
like the Internet, and in biotechnology, includ¬

ing genetic engineering. The long gestation pe¬
riod, high cost and uncertainty involved are
among the key difficulties firms face in gener¬
ating any worthwhile financial returns from ba¬
sic science. The onus would appear to be on

governments to continue supporting such vi¬
tal long-term research. All OECD countries re¬
cognise this, and several, including Japan,
Korea and the United Kingdom, have recently
increased their support for basic scientific re¬
search.

The second task for government is to lay the
right conditions for business innovation. That
includes a stable macroeconomic environment

with properly functioning financial, labour and
goods markets, and a regulatory set-up that
promotes competition and innovation. It means
helping people to acquire the education and
skills needed to adapt to a higher pace of tech¬
nological progress. It also means protecting in¬
tellectual property rights in a manner that both
encourages innovation and the diffusion of new
technology throughout the economy.

Business expenditure
on innovation

As a share of total sales,

1996 or latest available year

^
**

Source: OECD, partly based on data from Eurostat.
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Government's third task is to help improve the
innovation system itself. Innovation no longer
depends only on how firms, universities, re¬

search institutes and regulators perform, but
on how they work together. Institutional and

organisational rigidities can stifle innovation

and deliberate government policy is needed to

break such strictures down. Obstacles that pre¬
vent co-operation and networking have there¬
fore to be reduced and collaboration between

universities, public research institutions and

business promoted.

In many OECD countries, university research¬

ers do not have the right incentives to engage
in research that has potential commercial ap¬
plications or to co-operate with the business
sector. The United States was among the first

countries to recognise the need to unblock this.

Since the passage of the Bayh-Dole Act in 1980,

US universities have been allowed to patent
the results of federally-funded research. Previ¬
ously, patents would be assigned to the federal

government. InJapan, recent legal changes also
assign publicly-funded researchers half of the

patent rights for their inventions. These are
regulatory improvements that stimulate inno¬
vation and strengthen the link between scien

tific research and the innovation process. Other
bottlenecks require action too, such as rules

that prevent university researchers from work¬
ing with the business sector or regulations that
unduly inhibit co-operation between firms

themselves. Access to venture capital appears
to be another problem in need of government
attention. In short, the barriers to innovation

are several and a detailed analysis of the func¬

tioning of a national innovation system is of¬
ten needed to identify the possible policy re¬
sponses in each individual country.

A new responsibility

Many countries are now aware of the growing
importance of innovation and knowledge. But
in a number of OECD countries reform efforts

to reflect that awareness remain piecemeal.
They could look at the case of the booming
economy of the United States, which already
has the type of business climate where innova¬
tion can flourish (see article on the US

economy). They would also do well to learn

from countries like France, Mexico, Japan,
Korea, Finland and Austria, which have taken

comprehensive policy initiatives to strengthen
their innovation systems. Measures to ease ac¬

cess to venture capital and to enhance the com¬

mercialisation of public-funded research are
major elements in these initiatives.

Clearly innovation does matter. And learning
from each other is important too. One reason
is that innovation has to be shared for it to

thrive. Equally importantly, governments have
a new and responsible role, which is to build

the coherent policies needed for innovation to

flourish and the knowledge-based economy to
grow and prosper.
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Asia's industrial crisis:

what really happened
THOMAS ANDERSSON AND PETER AVERY, DIRECTORATE FOR SCIENCE, TECHNOLOGY

AND INDUSTRY, DSTI.CONTACT@OECD.ORG

Unease in Indonesia

On 2 July 1997, the Thai government aban¬
doned its efforts to defend its country's cur¬

rency, the baht. Pressures on many fronts had
become unbearable. Following a period of
massive inflows of short-term private capital,

asset prices were declining and construction
was slowing. Export growth had decelerated
too, in part reflecting the sharp downturn at
the time in world demand for semiconductors.

Also, with the baht tied to the buoyant dollar,

its value was rising against the ailing yen. It
was the nail in the coffin for Thailand's ex¬

change rate policy, destroying any argument

The crisis

which swept

the globe in
1997-98 was

not just a

financial one.

In fact,

problems in

industry were

among its root

causes.

Understanding

those problems

will help

governments to

reduce the risk

of such a crisis

occurring

again.

there might have been for protecting the baht's
link with the dollar. Investors initially cheered

when the link was abandoned, reversing a pro¬

longed slide in share prices. But their enthusi¬
asm was short-lived. Rather than float stead¬

ily, the baht sank. By January 1998, when it
bottomed, it had lost more than 50% of its

value. The crisis was not limited to Thailand.

Similar pressures affected Indonesia, the
Philippines and Malaysia, with similar results.
The horror arose of a contagion that would en¬

velop an ever-widening number of countries,
both regionally and at a global level. Korea suc-
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cumbed in late 1997. Russia fell prey in Au¬
gust 1998. Brazil followed suit inJanuary 1999.
But was the crisis only a financial one? The
financial aspects of the crisis have received

most of the attention, the accepted diagnosis
being that the domestic financial institutions
in the affected economies in Asia were not suf¬

ficiently developed to respond to either rapid
globalisation in financial markets or the peri¬
odic whims of investors. Most policy strate¬
gists have focused on reforming the interna¬
tional financial system, to make it less

vulnerable to "hot" or sudden short-term capi¬
tal flows. There has also been some focus on

devefoping and improving domestic financial
institutions.

But the crisis was far more than a financial

phenomenon. It had a fundamental industrial

dimension as well. Key structural weaknesses

had developed, which had been mostly con¬
cealed in the vaporous heat of some extraordi¬

nary economic performances in Asia. Yet, a

closer examination shows that signs of strain
were becoming increasingly evident in 1996
and early 1997.

The first sign was growing over-capacity, in
numerous sectors. Several Asian economies

had for a long time been pursuing ambitious
development programmes that targeted invest¬
ment in heavy and high-tech industries, such
as steel, automobiles, and electronics. Rela¬

tively little regard was given to the effect all
this targeting was having on the sectors them-

Thai baht fluctuates

average exchange rates per US dollar
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selves. The additional capacity, combined with
declining trade barriers world-wide, intensi¬
fied competitive pressures. Moreover, the en¬

thusiastic efforts governments were making to
lead their economies into high-tech businesses

often occurred before acquiring the necessary
technical expertise to support the new enter¬

prises. The result was a heavy reliance on im¬
ported inputs and technology. This lack of tech¬

nical expertise resulted in many new facilities
operating at below their potential. It also made
it difficult for firms to innovate, which is the

life-blood of today's knowledge-intensive, high-

Managers had an inordinate amount

of discretion to grow their businesses,
often with cosy political support.

tech sectors. At the same time, competitive¬
ness began to slip as rising economic activity
put upward pressures on wages, while real,
dollar-tied exchange rates became overvalued
as the dollar rose.

With easy access to credit and weak loan crite¬

ria, companies found it easy to borrow money
for good and bad projects alike. This contrib¬

uted lo highly leveraged industrial conglom¬
erates. Prior to the crisis, debt for non-

financial corporations was two to three times
higher than equity in Indonesia and Thailand,

with the ratio generally rising during 1995 and
1996. The debt-equity ratio in Korea at the end

of 1997 was over 500% for the 30 largest con¬
glomerates (or chaebols). This high-debt
leveraging was sustainable as long as capacity
utilisation was high but when utilisation tum¬
bled, over-extended firms found themselves in

serious financial trouble, with many falling into
bankruptcy. In Korea, for example, corporate
insolvencies soared from 9,500-14,000 per year
during 1992 to 1996, to close to 23,000
m 1998.

Poor corporate governance

Corporate managers had an inordinate amount

of discretion to grow their businesses in a
highly independent fashion, often with cosy
political support. There was a distinct lack of

sufficient oversight by banks and regulatory
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authorities, and little accountability to
shareholders. The owners valued ex¬

pansion more than profits, a strategy
which was strongly supported by
workers, clients and suppliers. The
closed nature of the firms slowed the

transfer and adoption of foreign tech¬

nology and management know-how.
There was a general lack of transpar¬
ency, with minority shareholders given
little attention. As a result, a good

number of low-quality investments

gradually worked their way into the
portfolios of companies.

SMEs lost out

The emphasis of targeting larger indus¬
tries came at the expense of small and
medium-sized enterprises (SMEs) and

the linkages between larger and
smaller enterprises which underpin in¬
dustrial development in most OECD
countries failed to develop. Larger

firms had to rely even more on expen-

A hard lesson

sive imported technology and, with
SMEs out of the picture, the deficiency
in innovative capacity worsened. Both
targeted firms and smaller firms could
only suffer from this dichotomy in in¬
dustrial policy and they began to lose

competitiveness, as evidenced by slow¬
ing exports. With general wage levels
rising, these economies may simply
have lost their comparative advantage

in low-wage industries too quickly.

The financial crisis was a systemic

shock that devastated well-managed

and poorly run companies alike. Do¬
mestic and regional demand for goods
and services collapsed. The cost of im¬

ports rose sharply in domestic currency,
as did debt payments on foreign-
denominated loans. Interest rates rose

as governments took action to bolster
their currencies, while credit availabil¬

ity was reduced because of cautious
lending, particularly to SMEs.

The upshot of all this was to drive sales
lower and costs higher. Domestic de¬
mand, for example, declined by 8.0%
in 1998 in the Philippines, and by 20%

or more in Indonesia, Malaysia, Ko¬

rea and Thailand. By mid-1998, large
parts of the corporate sector were
either insolvent or suffering severe
losses. Faced with a slump in domes¬

tic and regional demand, companies
in such situations would generally try

to increase exports, as in Mexico in
the mid-1990s. In the case of Asia,

trade shifts occurred too, but not to

the extent needed to offset the crisis.

While export volumes rose, their value
actually fell somewhat in dollar terms.
At the same time, the dollar value of

imports plunged by about a third. The
net result was a hefty US$130-
US$135 billion shift in the five coun¬

tries' combined trade balance, which

swung a merchandise deficit of
US$50 billion in 1996 into a trade sur¬

plus of about US$80-85 billion
in 1998.

While the financial crisis initiafly had
little effect on most OECD countries,

its broadening scope and depth even¬
tually took its toll. Economic growth
in the OECD area fefl from 3.3% in

1997 to 2.3% in 1998, due largely to
the crisis. Growth in trade also slowed

markedly, with sharp downturns oc¬
curring in exports to the crisis econo¬
mies, particularly those to Asia.

There have been notable effects on

some sectors, such as commodities.

While there has been significant recov¬
ery in recent months, metal prices, al¬
ready under pressure, fell by as much
as 45% between July 1997 and Decem¬
ber 1998, while oil prices fell by about
40% over the same period. In addition
to commodities, the crisis has had a

pronounced effect on the steel and
shipbuilding industries. In steel, slid¬
ing prices and shifts in trade flows have
heightened trade tensions, giving rise
to an increase in anti-dumping and
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related restrictive trade measures

world-wide. In the European Union,

for example, imports rose by 43% in
1998, to 23.4 million tonnes, while

exports eased by 15%, to 24.0 million
tonnes. Similarly, in the United States,

imports surged by 33%, to a record

37.7 million tonnes, while exports slid
by 8.5%, to 5.0 million tonnes. As re¬
gards prices, spot quotations for im¬
ported and exported hot-rolled sheets,
which is a major item in international

commerce, fell by about 30% during
the crisis (through the end of 1998).
In shipbuilding, order books have
been full, but low prices are putting
strains on companies. With shipown¬

ers advancing their purchases to take
advantage of the low prices, the strains
could well increase significantly, when
new orders slow.

The crisis has had positive effects too.
It has no doubt played a role in accel¬

erating the restructuring of several in¬
dustries, through mergers and acqui¬
sitions. This is the case of the oil

industry, where the sluggish market
has become a driving force behind a

wave of major mergers (for example
Exxon-Mobil and BP-Amoco-Arco).

The decline in commodity prices has
also helped to keep OECD inflation

in check, and has had a favourable ef¬

fect on some companies' costs. Con¬
sumer prices in 17 OECD countries,

for example, rose by less than 2% in
1998, which is noticeably below prior
levels. But there are risks that defla¬

tionary pressures, which are already
present in Japan (and China), may
expand. If this occurs, competitive

pressures would intensify in a grow¬
ing number of sectors, which could

precipitate a rise in corporate failures,

job losses, and intensified pressures for
more profound industry consolidation

and restructuring. In the wake of the
crisis, the five Asian economies have

taken steps towards impressive reform
programmes, including financial sec¬
tor reform, privatisation, and liberali¬

sation of investment regimes. They are
also working to improve corporate
governance by strengthening rules to
improve disclosure and to protect
shareholders, while exploring ways to
resolve the corporate sector's debt
problems. Reforms have been made in

the weak bankruptcy laws of Indone¬

sia, Korea and Thailand. Finally, gov¬
ernments have started to pay attention
to the importance of SMEs. Credits
have been channelled to them in or¬

der to mitigate the consequences of the
credit crunch, and there is a new com¬

mitment to strengthen this sector.

With the improvement in general eco¬
nomic conditions now under way, there
is still the danger that the reform proc¬
ess will slow. Governments should act

quickly to prevent this from happen¬
ing, by ensuring that reforms are fully
implemented, while they still have the
leverage to do so. The guiding princi¬
ple should be for governments not to

micro-manage change, but to put in
place framework conditions that en¬

courage market-led change. At the
same time, industrial policy will have
to be adapted in the light of shifts in
the structure of the economies. While

traditional manufacturing will remain
important, the driving force for future

growth and job creation lies to an in¬

creasing extent on knowledge-based
activities, and in services. Govern¬

ments should take this on board and

adopt policies to promote innovative
SMEs and improve their links with

larger corporations. They should
broaden policies with respect to inno¬
vation so as to extend beyond tradi¬

tional R&D in manufacturing, and
strengthen the interface between sci¬

ence and industry. Governments
should also seek to make labour mar¬

kets more flexible, foster upskilling
and life-long learning and improve
conditions for entry in product mar¬
kets.

One of the most important challenges
will be for governments to resist pro¬
tectionist pressures. That implies en¬
hancing policies to facilitate industry's
adjustment to the global economy by,
for example, developing effective pro¬
grammes to retrain and re-deploy
workers whose j obs are at risk because

of restructuring. It also means sharp¬
ening up co-operation between OECD
and non-OECD countries in areas

ranging from corporate governance to
fostering innovation, entrepreneurship
and the development of SMEs. In the
final analysis, the crisis has reminded

us that if something looks too good
to be true, it probably is. The Asian
miracle produced remarkable results

over an extended period of time, but

when the bubble burst, the signs of
underlying weaknesses became ap¬
parent. What is encouraging is that

global co-operation is playing a ma¬
jor role in facilitating a recovery, and
that the reforms being made in the
crisis economies will lay the basis for

more open, competitive markets -

which is a "win-win" proposition
both for them and the countries they
trade with.
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Despite its present economic turmoils,
Japan is still comfortably the world's
second largest economy after the

United States. A perhaps lesser-known fact is
that it is also the world's leading bilateral aid
donor. Japan's total net Official Development
Assistance (ODA), which comprises grants and
low interest loans for development, to devel¬

oping countries reached US$9.36 billion in
1997. This was more than the United States,

which spent US$6.9 billion in the same year.
The grant element, which is equal to or near
100% in most countries, was about 40% of to¬

tal ODA for 1996-97 -Japan has lowest grant

share among ODA donors.

Most of that ODA is targeted in its own re¬

gional sphere of south, central and east Asia.
In fact, since the beginning of the Japanese aid
programme, the share of its bilateral ODA to

Main recipients ot Japan's bilateral
ODAand FDI

million
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1. Gross Disbutsement 1996-97 average, cuttent US dollars.

2. Balance of Payment statistics, converted to US dollars
using yearly average exchange rates adapted by OECD.

Source: OECD, Japanese Ministry of Finance

Asia has not changed much, standing at 69%
of the ODA total in 1997, down just 4 percent¬

age points on the position in 1976-77. The rest
is shared by Africa (13%), America (11%),
Middle East (5%), Oceania (2%) and Europe

(1%). Moreover, according to OECD data, the
top ten recipients ofJapanese ODA were Asian
countries, and the top five of those received
over 40% ofJapan's total bilateral ODA outlay
(see table). So while Japanese official biiateral
aid is directed mainly at Asia, there are marked
concentrations of aid within the region too.

The main reasons for this concentration of

Japanese aid in Asia are clearly both historical
and geographical, as well as economic. Aid, in
the form of grants and low-interest loans, is
mainly aimed at promoting the economic
"take-off in recipient countries and to promote
economic stability in developing regions. While
Japan has invested quite a bit in hospitals, sew¬
age facilities and rural water supplies, its over¬
all investment in basic human needs, such as

rudimentary education and health, has been
poor. Most of the aid has been aimed at build¬
ing the economic infrastructure of the region
and improving industrial production and serv¬
ices. Moreover, reflecting the importance of
economic interests in its aid policy, a large por¬

tion of Japan's ODA has been consistently di¬
rected towards lower-middle income countries,

which is followed by low income and then least
developed countries. But Japan is not just an

important aid donor. It is also an important
generator of foreign direct investment (FDI),
reaching US$13 billion in 1997. This accounted
for a half of the nation's total outward invest¬

ment. Private sector investment has been strong

in the Asian tigers of Singapore, Hong Kong,
China, Korea and Chinese Taipei, and has

spread throughout the ASEAN area, which is
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the loose trading block linking Asia and
Oceania. More recently, China has been a fa¬
vourite destination ofJapanese FDI.

The Asian continent has traditionally been at¬

tractive to investors for its cheaper production
sites, but its attractiveness as a market has been

increasing too. Japan is now the largest single
investor in terms of stock in Thailand, Indo¬

nesia and Malaysia, and the second largest in
the Philippines after the United States. And

while Japan has helped to expand Asia's pro¬
ductive capacity in the last few decades, it has

also played a key role in boosting the inflow of

technology, know-how and human resource de¬

velopment in the region.

The economic and financial crisis in much of

South-East Asia has not jolted Japan's commit¬
ment either. In fact, since the financial crisis

started in Thailand in mid-1997, the value of

Japan's rescue packages to the region came to
US$80 billion, of which about US$10 billion

was in the form of ODA, which is still being

disbursed. The packages were aimed at eco¬

nomic recovery, structural reform and social

assistance. Japanese investment, particularly in

the manufacturing sector in these countries,
grew in yen terms in 1997, but it fell in dollar
terms. One important reason for this is that as

the re-invested earnings declined, parent firms
in Japan have had to boost remittances to buoy
their investment operations abroad. However,
another reason is that firms have turned the

recent financial crisis to their advantage by de¬

veloping their Asian export platforms on the

back of steep currency devaluations. This was
particularly true of Japanese consumer elec¬

tronics companies in Malaysia, Thailand and

Indonesia, whose cost competitiveness vis-à-
vis China increased.

It is worth noting the strong support of the

Japanese government for continuing FDI. In
fact, the economic rescue package for Asia in¬
cluded the injection of funds into the Export-
Import Bank of Japan to help finance it. The

funds have provided some relief for firms, given
the climate of tighter bank lending conditions
in Japan. So, what of the future? One trend to
note is thatJapan's FDI flow to South-East Asia

has increased dramatically, widening the gap
between ODA and FDI. However, both flows

Japanese FDI and ODA in Asia

1983 85 87 89 91

1. Same countries as FDI.

Source: OECD

93 95 1997

have fallen in recent years, reflecting fiscal and
economic pressures in Japan (see graph). The
squeeze is likely to continue. Aid, in particu¬
lar, is likely to decline when the special assist¬

ance provided through the rescue packages
comes to an end.

This raises two important issues for both re¬

cipient countries and Japan. One is how to

manage the FDI and aid flows more efficiently.
The OECD has already noted that the four

Asian countries - Malaysia, the Philippines,
Thailand and Indonesia - which were hit hard¬

est in the crisis, would have benefited more

from FDI had they had a more balanced policy
towards foreign investment, in particular in the
areas of improving linkages with local indus¬
try and developing the region's human capital.

The second point concerns mainly Japan,
namely that it might channel more of its ODA

into promoting the basic needs of social devel¬
opment and poverty reduction and allow more
of the economic, financial and infrastructural

requirements to be satisfied through the mar¬

ket. Some of this can be achieved by shifting
more aid to social sectors and by focusing more
on the most needy recipient countries. The
change would boost the effectiveness ofJapans
ODA and FDI commitment in Asia. It would

also reduce the risk of future turbulence in the

region as a whole, benefiting not only Japan,
but the world economy as well.
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Learning cities:
the new recipe
in regional *%
development
KURT LARSEN, CENTRE FOR EDUCATIONAt RESEARCH AND
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The concept of a "learning" city or region is relatively new, but yet it is at the core of a growing
number of regional development strategies. What exactly is a learning city? And does it work?

The city is dead. Long live the city!
Those who have rushed to pronounce
the city's demise in today's globalised
communications world may have to
eat their words. For cities - and their

regions - can offer just the right mix
of resources, institutional structures,

modern technology and cosmopolitan
values that allow them to serve as

incubators and drivers for the

knowledge-based societies of the

21st century.

There is no single definition of a learn¬

ing city or region, though the concept
draws on theories about innovation

and systems that promote innovation.

What learning cities and regions have
in common is an explicit commitment

to placing innovation and learning at
the core of development. All seek to

sustain economic activity through
various combinations of lifelong
learning, innovation and creative uses
of information and communication

technologies.

The term "learning" in "learning cit¬
ies" covers both individual and insti¬

tutional learning. Individual learning
refers to the acquisition of knowledge,
skills and understanding by individual
people, whether formally or infor¬
mally. It often refers to lifelong learn¬

ing, not just initial schooling and train¬

ing. By learning, individuals gain
through improved wages and employ¬
ment opportunities, while society ben¬
efits by having a more flexible and
technologically up-to-date workforce.

Learning for competitiveness

However, lifelong learning is only part

of what is needed to build a learning
city or region. Being able to deal with

a global and international economy is
important too. That means other strat¬

egies are required to make regions
competitive. The challenge is to link

individual learning to a larger environ¬
ment in which institutions also are

aware of the need to innovate and

learn, and are capable of doing so.
Networking and partnerships are key
ingredients, since collective learning
and robustness depend on a continu¬
ous exchange and flow of information
about products, processes and work

organisation. The links happen usu¬
ally between organisations, which have
a long-standing relationship based on
stability and trust, but also between

towns, cities and regions themselves.

The changes occurring in the shift
from an industrial economic base to

one that is knowledge-based show a
pattern and these are outlined in the

box. Moreover, a study of those iden¬

tifying themselves as learning cities or
learning regions turns up several com¬
mon elements.

Partnership is essential

The first is that they have a clear, sus¬
tained commitment on the part of all
partners - whether public authorities,
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private enterprises, education and re¬
search institutions, civic organisations

or key individuals - to placing learn¬
ing and knowledge dissemination at
the centre of development. In fact,
their sense of common purpose, iden¬

tity and trust between the various ac¬
tors is a driving force in cultivating
shared values and networks within the

city. This can be described as social
capital and it is vital to making learn¬
ing cities work.

Learning by experience

Another common feature of learning
cities is their determination to create

globally competitive, knowledge-
intensive industrial and service activi¬

ties and to base their work on the lo¬

cal capacity for learning, innovation
and change. Lifelong learning lies at
the heart of their formal and informal

training at all ages and levels, as do
the objectives of social cohesiveness
and sustainability, which are central

parts of the development of any learn¬
ing city or region. Despite certain com¬
mon features, case studies show that

each city or region has put together
its own particular mix. Like any good
recipe, both the quantities and ingre¬
dients have been adapted to suit what's
available locally. Different socio¬
economic circumstances have been

taken into account, reflecting the

specificity of history, culture and cir¬
cumstance. What are some of the dif¬

ferent strategies and how is each city
or region building its own model of
development and change? Cutting
edge information and communication
technologies may be an important el¬
ement, but the ability to internalise

learning strategies that promote inno¬
vation, interaction and exchange

From mass production to learning economy

Mass production
nation/region/city

Learning
nation/region/city

Basis of competitiveness comparative advantage
based on natural resources

physical labour

sustainable advantage
based on knowledge
creation

continuous

improvement

knowledge-based
production
continuous creation

knowledge as source
of value

synthesis of innovation
and production

knowledge workers
continuous

improvement
of human resources

continuous education

and training

Production system mass production
physical labour
as source of value

separation ofinnovation
and production

Human infrastructure low-skill, low-cost labour

maximising worker
efficiency and productivity
fixed task education

and training
skilled elite

Physical/communicatior
infrastructure

domestically oriented globally oriented
* electronic data

exchange

Industrial governance

system

adversarial relationships
command and control

regulatory framework

mutually dependent
relationships
network organisation
flexible regulatory
framework

Source: Richard Florida: 'Learning regions', Futures, Vol. 27 No. 5

across all sectors of society are even
more so. But in each case, the goal is

to be competitive in a global market¬
place through learning and innovation
and to tool up for the new century.

The German city of Jena offers the
example of an economic and cultural
transition. Before 1989 and German

reunification, Jena's economy was

dominated not only by its position as
an East German city, but also by the
Carl Zeiss optics and instrumentation
complex. This technological basis was
clearly useful as a catalyst for today's
learning city. The Zeiss complex em¬
ployed 23,000 local people out of a
total of 68,000. Today the figure has
dropped to 4,500. But now a new de¬
velopment strategy is promoting Jena

as a high-tech region and some
200 companies have already set up
shop there. The biotechnology sector
employs 1,000 people and is growing.
These sweeping economic and cultural
changes have all occurred with re¬
markable speed. In just six years,
Friedrich Schiller University has re¬

placed 85% of its faculty, with most
professors now coming from the
former West Germany. Primary and

secondary education has undergone
upheaval. All teachers in Thuringia -
about 32,000 - have been evaluated

professionally and politically.

The French example of a learning re¬

gion is around Poitiers. This predomi¬
nantly rural area has set its sights on
development through communication
technology, multi-media and a highly
skilled work force. A theme park called

Futuroscope, combining research and
development with education and lei¬
sure activities, is the focus of its strat¬

egy. Thus far, it has attracted 70 firms
and created 1,500 jobs in the park and
12,000 jobs indirectly in the whole
region. It is also a major tourist site,
drawing visitors from around the
world. Most of the development is

funded by public money.
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The Oresund region of Scandinavia
straddles two countries and is

poised to move from traditional to
knowledge-based industries of the

21st century. This symbolic passage will
become a reality in the year 2000 with
completion of a 16-kilometre-long
bridge and tunnel linking the city of
Copenhagen in Denmark with
Malmoe in Sweden. The cross-border

region will offer the greatest concen¬
tration of research facilities, first-class

educational institutions and techno¬

logical know-how in Scandinavia:
175,000 firms employing 1.4 million
people out of a regional population of
2.8 million. Regional innovation sys¬
tems on each side of the Oresund dif¬

fer somewhat and co-operation be¬
tween the Swedish and Danish regions
has not been as strong as it might be.
The new bridge, by bringing the two
regions together and effectively trans¬
forming them into one, probably
makes a rapprochement inevitable, in
research, education and indeed invest¬

ment policy.

The Andalusia region of Spain offers
another kind of development model.
Facing Africa and benefiting from a

mild climate, ancient seaports, exten¬

sive agriculture and a rich cultural

Geographical and territorial
dimensions do seem to matter

and should continue to. Place

underpins the concept of

learning cities and regions.

heritage, this historical melting pot
and tourist attraction is not one of

Spain's wealthiest regions. It is now

consciously working to diversify its
activities. Recent investments in com¬

munications, technology and research,
combined with the presence of well-
established universities and cities like

Seville, Malaga, Cadiz, Cordoba and
Granada should provide a magnet for

new companies and enterprises. Re-

Oresund: the interlink in a knowledge region

gional co-operation and networking
among the cities are proving to be im¬
portant tools in carving out this learn¬

ing city region.

One of the largest redevelopment

projects in Europe is located in the
Kent Thames-side area east of London.

Some £4 billion is being invested over
thirty years to transform this former
industrial site - once home to a ce¬

ment factory employing 15,000 peo¬

ple. Apart from laying the necessary
infrastructure and commercial devel¬

opments - a rail centre will provide a
high-speed link with continental Eu¬

rope, while 30,000 new homes and
various office complexes will put resi¬
dents and 50,000 new employees
within easy reach of London - Kent

County Council has laid considerable

emphasis on its plan to create a veri¬
table learning region. Some 20 primary
schools and 10 secondary ones are to

be built, for example, with the sup¬
port of the private sector. The above
examples clearly pour cold water on
the popular notion of "place" being no

longer important in globalisation, even
if arguments in favour of a technology-
driven decentralisation are strong.
Geographical and territorial dimen¬
sions do seem to matter and should

continue to. Place underpins the con¬

cept of learning cities and regions.
Why? There are many advantages in
sharing geographically defined labour
markets, regional conventions, norms
and values. Close interaction with sup¬
pliers, customers and even rivals also

has benefits. Michael Storper, in his
study on the region as a nexus (see

bibliography), speaks of "untraded

interdependencies" and describes the

region as a key element in the "supply
architecture" for learning and innova¬
tion. Given the social, and often tacit,

nature of learning and innovation, it

is not surprising that vitality is often

best generated when partners are in

sufficient proximity to allow frequent
interaction and the easy, informal ex¬
change of information.

As our examples above show, firms and

knowledge institutions clustered in the
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same location have greater opportunities to
share a culture and understanding that facili¬

tate the process of social interaction and learn¬
ing. This saves time and money. It can help
promote trust between parties and discourage
opportunistic behaviour by individual firms.
The flow of propriety knowledge, which is fun¬
damental for innovation, is also facilitated. Glo¬

balisation makes cities, regions and countries
more vulnerable to external shocks and eco¬

nomic restructuring. Yet all cities and regions
have resources which can be used to drive lo¬

cal economic development, provided they are

part of a sustained regional development strat¬
egy that emphasises long-term goals over short-
term gains. In a learning society, and in the
microcosm of a learning city or region, no in¬

stitution has a monopoly of knowledge. This
has profound implications for education and
training. It must itself be an agency for life¬
long learning and provide the high levels of
group orientation and teamwork required for
knowledge-intensive economic organisation. It

must actively seek new partnerships with other
"regional knowledge institutions".

The learning city strategies only indirectly ad¬
dress the most immediate issues of high un¬

employment and social deprivation, but as lib¬
erating weapons they may help to overcome
these problems too.
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Increasing violence, ageing, ethnic
strife and global warming - these
problems present the often mis¬

understood social sciences with a

chance to prove their worth. But
should they change first?

It is not forbidden to dream of building a bet¬
ter world, which is by and large what the so¬

cial sciences try to help us to do. How to make
cities more harmonious, reduce crime rates,

improve welfare, overcome racism, increase our
wealth- this is the stuff of social sciences. The

trouble is that the findings of social sciences
are often dismissed as being too theoretical,
too ambitious or too unpalatable. The meth¬
ods of research are also often attacked for their

lack of rigour, and critics are quick to point
out that the people who make the important
decisions pay little attention to what social sci¬
entists have to say anyway. This would change
if the social sciences made themselves more

relevant and ready for the society of the
21st century
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Social sciences began to take shape in the

19th century, but came into their own at the
beginning of the 20lh century, when a number
of well-established disciplines, including eco¬

nomics, sociology, political science, history and

anthropology really made their mark. Geogra¬

phy and psychology could be added to that list.

However, only sociology, political science and

economics have succeeded in consolidating
their position in the social sciences mainstream.
The others were virtually all marginalised.
Moreover, powerful institutional barriers now
separate the various disciplines.

Hardly the right atmosphere in which to grow
and deal with the harsh criticism which the

social sciences have come in for from many
quarters, including governments and interna¬
tional commissions. Radical measures are now

being suggested to turn things round, from how

to award university chairs, to setting syllabi and
raising funds.

The need for decompartmentalising and strik¬
ing a new order in the relationship between
the disciplines concerns all of the social sci-

New social scientist

ences, though perhaps economics most of all.
Only it has acquired a dominant position in
management and public affairs. Some would

say it has fallen under the sway of "unitary
thinking", with little room for debate, for ex¬
ample, on the question of debt reduction or
monetary tightness. Moreover, many people do
not believe that economic science forms part
of social sciences at all. This is a somewhat

problematic position to uphold, particularly as
economic developments are largely determined
by political, social and cultural factors. Yet,

economists often have difficulty understand¬
ing or taking such factors into account. This
has left economics exposed to attack, for ex¬
ample, over its prescriptions for development
and its analysis of events, such as the causes of
the Asian crisis. To many, economics relies too
heavily on hypothetical and sometimes unre¬

alistic assumptions.

It seems clear that to explore the socio-cultural
foundations of economies rigorously and me¬

thodically, one must draw on the other social

sciences. Take anthropology, for example. It is

a discipline which can attempt to explain the

Economics has

been exposed to

attack over over

its prescriptions

for development

and its analysis

of events, such

as the causes of

the Asian crisis.

To many,

economics

relies too

heavily on

hypothetical

and sometimes

unrealistic

assumptions.
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A society of individuals

influence of value systems, institutions, fam¬
ily structures and even religious backgrounds
on the behaviour of individuals. But for many

years, anthropology and its related offshoot of
ethnology were confined to the study of exotic
societies. However, it can also throw light on

the functioning, if not the future, of our own
societies. So does that mean it is high time to

give fuller backing to the study of an anthro¬
pology of contemporary societies? Probably
yes. The discipline has not only begun to ac¬
quire academic legitimacy, it has already at¬
tracted the serious attention of businesses ea¬

ger for a detailed understanding of the
behaviour of households, investors and the

like. This is particularly true of multinational
enterprises dealing with cross-cultural opera¬
tions. A survey commissioned by IBM in the
1970s in over 60 countries where the company

had subsidiaries is a perfect example of this.

Many surveys since then have highlighted the
influence on management of socio-cultural fac¬
tors, such as the degree of individualism, con¬
trol over uncertainty and attention to hierar¬
chical structures and gender balance in

employees' behaviour.

Apart from the multi-disciplinary qualities of
the social sciences themselves, there is also the

proposition of a closer relationship between the
social sciences and natural sciences. There is

already an overlap as a result of what is hap

pening in the development of neuro-sciences:
for example, research centres in this discipline
have biologists, doctors, psychologists, sociolo¬
gists, mathematicians and philosophers work¬
ing closely together. Another example features
the quality of the environment, the availability
of natural resources, and even the productiv¬

ity of marine environments: all are strongly in¬
fluenced by human, or anthropogenic, factors.
Now, world-wide programmes conducted in
fields such as the study of global warming bring
researchers in natural and human sciences to¬

gether at the same table. There is no question
that the demand for people who have been well
trained in both types of science will increase
from now on, and academic programmes will
have to be introduced to meet this need.

Governments have a sense of how social sci¬

ences can help in the management of socie¬
ties. They are also relying increasingly on the
social sciences to deal with particular problems

they are now facing. The UK government runs
research projects on young people in urban en¬
vironments and the findings of these studies
have had a powerful influence on the design
of government programmes for combating so¬
cial disintegration, exclusion and unemploy¬
ment. It would not be foolhardy to suggest that

the research helped to forge the climate of opi¬
nion that marked the 1997 general elections.

Still, the circumstances in which the social sci¬

ences have been integrated into political de¬
bate vary from country to country, although
numerous recent initiatives have been influ¬

enced by a desire to bring researchers and
users closer together. The Canadian govern¬
ment has, for example, set up a national net¬
work of centres for research into issues like

immigration, with the close co-operation of
local authorities, immigration services and
other concerned bodies.

Generally speaking, the social sciences will
wield more influence in the management of

public affairs and will find their proper role
when the right conditions exist for democratic
and informed debate at every level, whether
national or local. Currently, dialogue between
social science researchers and "society" all too
often takes the form of one-way lecturing, with
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researchers given little opportunity for inter¬
action with social groups. Sweden has acted

on this by recently launching an important pro¬
gramme that involves the social sciences in the
question of sustainable development, and

which expressly provides for in-depth consul¬
tations between researchers and civil society.

IT can make a difference

There is every reason to believe that social sci¬

ences will be transformed - maybe more so
than natural sciences - by advances in infor¬
mation technology and the ability to collect,
process, stock and disseminate enormous

quantities of data. It is beginning to be
possible to link existing data bases in many
fields in different countries, and to carry out
large-scale, integrated, comparative analyses.
Huge surveys can now be conducted on an ex¬

tensive range of subjects on the Internet, which

is clearly helpful in studying the perceptions
and behaviour of a wide variety of people. And
IT has opened up the possibility of working in
virtual laboratories that link up large numbers
of research teams on a worldwide network.

This is no technological fantasy of the social
scientist. Through the National Science Foun¬

dation, the US government has already insti¬
tuted experimental initiatives in several fields.

For example, a virtual research centre on vio¬

lence has been set up to collate and supply in¬
formation from dozens of researchers in some

20 institutes working in all disciplines from
psychology and criminology to economics, bi¬

ology and statistics. In some ways, the poten¬
tial technology holds for the social sciences can
be compared to the effect it has had on clima¬

tology. A few decades ago climatology relied
on information that was provided haphazardly
and intermittently by observatories scattered
round the world. Now, with the use of satel¬

lites, our understanding and forecasting of cli¬

matic phenomena has improved immeasurably.

So can social sciences bounce back and assert

themselves in the 21s1 century? We will prob¬
ably not be able to tell for a few decades, since

the ways in which societies analyse themselves
develop very slowly. After all, the social sci¬
ences are rarely given to sudden discoveries

and headline breakthroughs like some other

Organisation of Social Sciences

Periphery

Core

Economy
Sociology

Political science

Anthropology

Source: based on "Opening Social Sciences"
report of the Gulbenkian Commission, 1966.

sciences. What is more, social sciences may
continue to face the stout resistance of estab¬

lished institutions defending their own terri¬

tory and opposing innovation and change.
Could it be that society, which by definition
seeks stability, has an inbuilt resistance towards

indulging in any form of self-analysis? Few peo¬
ple have an appetite for hard truths. But per¬
haps in the information age and in the
dematerialised economy of the knowledge
world, all that could change. Perhaps society
will discover a pressing need to know itself
much better, if only to survive. Social sciences
will then be very much in demand.
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Few of us could have foreseen,

back in 1994 when Mexico

joined the OECD, that only five
years later we would have the oppor¬
tunity to chair the Organisation's most

important annual event. Mexico wel¬
comed this opportunity, which we re¬
gard as an acknowledgement of our
firm commitment to the OECD and

of our country's progress in promot¬

ing economic and structural reform
over the past few years. It was my

privilege as Mexico's minister of fi¬
nance to chair the OECD ministerial

council, the summit in the OECD cal¬

endar, held on May 26 and 27 in Paris,
alongside Giuliano Amato of Italy and
Poland's vice-prime minister, Leszek
Balcerowicz. The dialogue and the con¬
sultations that take place at these
yearly gatherings are crucial for the
definition of the Organisation's agenda.

They also provided an opportunity for
busy governments to exchange views
about current developments in the
world economy and, in particular, to
discuss issues of economic co¬

operation and development that en¬
hance the policy making process of
member countries and foster greater

co-ordination among them.

I do not wish to elaborate on the con¬

clusions and policy recommendations

that emerged from our meeting - they

are by now widely known and are sum¬
marised below. Rather, I should like

to focus on two points which seem to

me to pose particular challenges to the
work of the OECD.

In my view, one of the greatest chal¬
lenges faced by our Organisation stems
from ever increasing global interde¬

pendence. The time when OECD
member countries could seek to influ¬

ence world economic affairs in rela¬

tive isolation has gone for good. In
recent years the Organisation has
sought to meet that challenge in a

Globalisation is irreversible

and the OECD must take

greater account of the views of
non-member countries.

number of ways, which include an en¬
hanced dialogue with non-members
and the addition of new members,

such as Mexico, Poland, Hungary, the
Czech Republic and Korea. The OECD
is evolving, as it must do, in order to
keep up with ongoing developments
in the global economy. Economic and
financial developments over the past

years have proven that economic in¬
terdependence reaches well beyond
the OECD's present membership. In
other words, we are all in the same

boat and we need to work together if

we wish to ensure that our sailing goes

smoothly. Thus, one feature that made
this Ministerial meeting particularly
significant was the special dialogue
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held with ministers from seven non-

member countries, an initiative that

Mexico was proud to launch. The non-
members attending the summit were

Argentina, Brazil, India, China,
Indonesia, Russia and the Slovak

Republic. They are all key players in
the world economic stage and their
role in the global economy is likely to
increase over the coming years. The
special dialogue allowed all partici¬
pants to share their views on the world
economic outlook and on global policy
challenges related to the promotion of
growth, sustainable development and
social cohesion. This innovative tool

of communication is in itself an ac¬

knowledgement that globalisation is
irreversible and that the work of the

Organisation must take greater ac¬
count of the views of non-member

countries. The second point that I be

lieve has particular relevance to our
work is the need to view social cohe¬

sion as a central goal of economic

policy. Despite the economic and so¬
cial progress achieved by most OECD
countries, it is still necessary to extend
those benefits to millions of our citi¬

zens. This involves the need to reduce

the high levels of unemployment that
prevail in some member countries
while providing adequate safety nets.
But it also involves the need to ensure

that all members of society have a
stake and receive a fair share of the

fruits of growth and development. It

is important to remind ourselves that

the ultimate goal of our policies is to

promote not just economic growth

but, above all, social well-being.

In the words of Donald Johnston,

Secretary-General of the OECD, we are

"building momentum for global
growth and social progress into the
new millennium" where economic

growth, good governance and social
cohesion will be essential to reach a

virtuous circle. Dialogue, co-operation
and shared responsibility will be the
main elements of this circle.

I look back on this ministerial with

great satisfaction. I feel proud for the
contribution that Mexico was able to

make. We have confirmed once again
the value of this common house, the

OECD, where we can learn from each

other and through a better understand¬
ing of our needs and concerns, con¬
tinue to face the challenges ahead to¬
gether. Only then will we be able to
strengthen the capacity of our econo¬
mies to adjust under a changing inter¬
national environment.

The annual OECD summit

OECD Council Meeting at Ministerial Level, Paris, 26-27 Mayl 999

For the first time ever, seven non-

member countries - Argentina,
Brazil, China, India, Indonesia,

the Russian Federation and the Slovak

Republic - were invited to the OECD
Council Meeting at Ministerial Level,
held last 26 and 27 May at the Château
de la Muette in Paris. This initiative

showed the growing importance of the

emerging and developing countries in
the world economy and, above all,
their interdependence with the OECD
countries. "The 29 member countries

and the seven invited countries ac¬

count for no less than 68% of the world

population and 90% of world GDP"

the chairman pointed out, adding that

the "time when the OECD countries

could manage the world economy is a
thing of the past. . . we are now all in
the same boat".

The non-member countries for their

part seemed quite satisfied with the
proceedings. The Indian minister for
external affairs, Jaswant Singh, said in
an interview with the Observer that

many, if not all, of the core areas of
interest at the OECD, whether it be

corporate governance or e-commerce,

were naturally of great relevance to
economies such as India and therefore

it made perfect sense to hold the dia¬

logue. It should ol course be empha

sised that the OECD's co-operation
with non-member countries is not ex¬

actly a recent development. What was
new was the presence of non-members
at the council itself. In the late 1980s

the OECD had initiated a policy dia¬
logue with a number of major players
in the world economy, particularly in
Asia and Latin America. And after the

fall of the Berlin Wall in 1989, the

OECD launched a programme for the
transition economies of Central and

Eastern Europe. Then, in 1991, it ini¬

tiated a co-operation programme with
the Newly Independent States, and in
particular with the Russian Federation.

This ongoing dialogue is today man-
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aged by the OECD's Centre for
Co-operation with Non-Members,
which was created in January 1998.

It was in the discussions on the next

round of multilateral trade negotia¬
tions at the WTO that the invited

countries participated most actively.
Although all the governments repre¬
sented broadly supported the future
"millennium round", and agreed that
this time it should not be allowed to

drag out too long, there is still some

disagreement about the topics to be

discussed. Some European countries
wish to include issues such as invest¬

ment, competition, the environment

and social standards, while the emerg¬

ing countries want to limit discussions

to agriculture and services. Argentina

and Brazil were highly critical of a
number of OECD countries that op¬

pose imports of agricultural products.
Fears of renewed protectionism were

also mentioned during the review of
the economic prospects of OECD
countries, since the imbalances caused

by the growth differentials between the

United States, Europe and Japan could

lead these countries to rely increas¬

ingly on trade restrictions. Janet Yellen,
chief economist at the White House,

said that "the blood pressure of the US
economy is excellent", though the
OECD experts encouraged the United
States authorities to "maintain sound

policies and remain vigilant for signs
of overheating". Ms Yellen called on
Japan and Europe to take measures to

accelerate growth in order to prevent
a further deterioration of the US cur¬

rent account. The OECD is forecast¬

ing a record US balance of payments
deficit of US$ 300 billion this year and

USS 320 billion in the year 2000.

Japan was asked to step up the reforms

in the banking sector in order to stimu¬
late demand-led economic growth,
while Europe has to maintain "an ap¬

propriate mix of macroeconomic poli¬

cies and vigorous structural meas¬
ures". Trade union representatives at

Throwing light on the discussion, OECD Paris

the council meeting expressed fears
that "the global economy would be
plunged into deep depression" if "the
US locomotive were to stall". The

OECD experts considered that on the

whole growth in the OECD area and

throughout the world remained insuf¬

ficient. And although confidence and
financial stability have improved in a
number of emerging economies, "the

situation continues to require
attention".
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Some highlights of the 1999 ministerial conclusions
For the complete communique,

consult: www.oecd.org/news_and_events/releases/nw99-52a.htm

Economic perspectives and policy

requirements: Ministers asked the

Organisation to study the causes of the
disparities in the cyclical situations in
major OECD economies and to iden¬
tify factors and policies which could
strengthen long-term growth perform¬
ance. Expressing concern at the con¬
tinuing high levels of unemployment

in some OECD countries, they agreed

to continue to implement reforms con¬

sistent with the OECD Jobs Strategy,

which aims in particular at promoting
flexible labour markets in tandem with

effective safety nets.

Sustainable development: Global

challenges, such as climate change, the
sustainable management of natural
resources and the conservation of

biodiversity are key objectives for
OECD countries. OECD countries will

continue to co-operate with non-

OECD countries to improve policy and
institutional frameworks. OECD will

report to Ministers, with policy re¬
commendations, in 2001.

The multilateral system and the
new WTO round: Ministers reaffirmed

the multilateral trading system as a

keystone of the world economy and
endorsed the need of a new round;

supported early accession of applicants
to the WTO and increasing integration
and participation of developing and
transition countries in the multilateral

trading system.

Tax competition and money laun¬

dering: Ministers welcomed the estab¬
lishment of the Forum on Harmful Tax

Practices and looked forward to receiv¬

ing a report on the identification of tax
havens. They also welcomed the dia¬

logue initiated between the OECD and
the Financial Action Task Force to

explore how anti-money laundering
systems could contribute effectively to

dealing with tax-related crime, with¬
out undermining the effectiveness of
these systems.

Electronic commerce: OECD's Ac¬

tion Plan on electronic commerce, en¬

dorsed in Ottawa in October 1998,

was seen as a basis for further policy

discussion and technical analysis in
taxation, communication infrastruc¬

tures, privacy and security. Ministers
welcomed the follow-up conference to
be held in October 1999.

Agriculture: While progress has
been made in agricultural policy re¬
form, overall levels of support and
protection remain high and trade dis¬
putes and tensions persist. It is neces¬

sary to pursue the long-term objective
of substantial progressive reductions

in support to this sector. Ministers
endorsed the OECD's work on fisher¬

ies' sustainability.

Biotechnology: It is essential to safe¬

guard human health and the environ¬

ment while enabling people to enjoy
the benefits that flow from advances

in biotechnology. The OECD was in¬
vited to continue its examination of

the various dimensions of the issue.

Good governance: Ministers re¬

quested the OECD to elaborate a pro¬

posal for a "good governance" initia¬
tive in order better to share the results

of the Organisation's existing work in
this field with interested non-member

countries. Ministers endorsed the

OECD Principles of Corporate Go¬
vernance and welcomed the comple¬
tion of the Organisation's reviews of

regulatory reform.

Combating bribery: Ministers,
through OECD, will actively monitor
the effective implementation of the

Convention on Combating Bribery of
Foreign Public Officials, which en¬

tered into force on 1999. They urged
all signatory governments which have
not yet done so to ratify the Conven¬
tion and fully implement it.

Relations with non-members: Min¬

isters underlined the need for deep¬
ened policy dialogue and welcomed
the Special Dialogue with non-mem¬
bers (see above). The OECD remains

open to new members sharing the
same values, while remaining selective
and preserving its high standards for

membership. Ministers looked for¬
ward to the conclusion of the process
of accession of the Slovak Republic to
the Organisation.

South Eastern Europe: Ministers

pledged the OECD's active participa¬
tion in the efforts of the international

community through its contribution in
advising the affected states in the re¬
gion on the development of macroeco¬
nomic, structural and social policies,
legal and institutional frameworks and

promoting integration into the re¬

gional and global economy. The
OECD's co-operation with countries in

the region should be strengthened, and
the Organisation should launch, when

practicable, programmes with other
affected countries.

Development: Ministers welcomed
the strengthened dialogue with multi¬
lateral institutions to improve aid co¬

ordination. They noted the downward

trend of official development assistance

over recent years, and regretted that,
despite some progress, the conditions
were not yet fulfilled to conclude an

agreement on untying aid.
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Scientific and Technological
ministerial: taking stock

The increased globalisation of
R&D and innovative activities,

the emergence of global issues
transcending national boundaries, as
well as the growing costs of scientific
research, pose new challenges to
policy-makers, ministers were told at
the OECD Committee for Scientific

and Technological Policy (CSTP) at
Ministerial level on 22-23 June 1999.

Ministers recognised that in order to
reap the potential benefits from glo¬
balisation, national S&T policies
would have to be directly embedded

into an international perspective so as
to increase the capacity of economies
to access and exploit the results of glo¬
bal scientific and technological activ¬

ity. They emphasised stronger S&T

linkages with non-OECD countries.
Agreeing that global environmental
issues are important for international
S&T co-operation, Ministers wel¬
comed Korea's proposal to host an in¬
ternational symposium in Seoul to dis¬
cuss ways to promote and facilitate the

sharing of environmental technologies
between the developed and develop¬

ing countries.

José Mariano Gago, minister of science
and technology of Portugal, chaired
the two-day summit meeting, which
provided a timely opportunity to dis¬
cuss new policy challenges arising
from the expansion of scientific and

technological knowledge, its increas¬
ing influence on the patterns and the
dynamics of economic growth, and its
contribution to sustainable develop¬

ment and social well-being. Ministers

recognised the need for increased com¬
munication with the scientific and

business communities and society at
large, and gave high priority to meas¬
ures that could strengthen the inno¬
vative performance of economies and
provide new job opportunities.

Biotechnology is an important part of
the OECD's work programme and min¬

isters acknowledged the important con¬

tributions made by the CSTP Working
Party in the areas of health, industrial
sustainability and the development of
scientific infrastructure. Moreover, ini¬

tiatives aimed at establishing an inter¬
national co-ordinating body that would
implement a Global Biodiversity Infor¬
mation Facility were encouraged. For
more information on the outcomes of

the CSTP ministerial, please visit:

www.oecd.org/subject/cstp/1999/.
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Ten years
of combating
money

laundering
INTERNET: WWW.OECD.ORG/FATF/

( ( From May 1994, two people used

an accounting firm to launder the

proceeds of sales of ampheta¬
mines. They regularly handed over to

their accountant, brown-paper enve¬
lopes or shoeboxes containing
USS 38 000 to US$ 63 000 in cash,

without any receipt being delivered.
The accountant had set up a company
and opened trust accounts for his cli¬

ents, as well as personal bank accounts
in the name of their parents. Some of
the funds were used to buy lorry parts
abroad, which were then resold in the

country of origin, some were used to
buy real estate. According to the in¬
vestigation, the accountant and three

of his colleagues had laundered about
US$ 633 900 in return for a 10% com¬

mission". This case, which is a classic

example of a simple money launder¬
ing scheme, is quoted in an annex to a
report by FATF, the Financial Task

Force on Money Laundering, whose
secretariat is located at the OECD.

FATF is celebrating its tenth anni¬
versary this year. Established at the
G-7 summit in Paris in 1989 FATF cur¬

rently comprises 26 countries - both

OECD and non-OECD - and two in¬

ternational organisations. It is funded

by contributions from its member

countries. In April 1990 FATF issued

a report containing forty recommenda¬

tions designed to provide a complete
blueprint for action against money
laundering, covering the criminal jus¬
tice system and law enforcement, the

financial system and its regulation, and
international co-operation. According
to the IMF, money laundering repre¬
sents between 2% and 5% of world

GDP, which is between US$ 590 billion

and US$ 1.5 trillion for 1996. FATF's

recommendations are designed to get
that figure down. They do not consti¬
tute an international convention.

Rather, each FATF member has made a

firm political commitment to combat

money laundering. In 1996 the recom¬
mendations were modified to take ac¬

count of recent trends in money laun¬
dering and potential future threats.

Besides monitoring, via mutual evalu¬

ations, the progress made by countries
in implementing measures to counter
money laundering, FATF must con¬
tinually review the latest trends in

OECD.org
money laundering

money laundering techniques and
counter-measures. To take one exam¬

ple: when the euro is introduced in the
form of notes and coins between

1 January and 30 June 2002, money
launderers may try to take advantage
of the huge volume of transactions to

"inject" criminal proceeds. The ex¬

perts are also worried about the pos¬
sibility that the burden of work on fi¬

nancial institution employees during
this period may be such that they will
be less likely to detect evidence of

money laundering. FATF has also
stressed the importance of off-shore
centres which are reluctant to co¬

operate, and the role of providers of
professional services lawyers, ac¬
countants, financial advisors and

agents who set up front companies -
in money laundering. In coming years,
one of the main challenges facing the
authorities responsible for combating
money laundering will be posed by the
development of new payment tech¬

nologies. Online banking, for exam¬
ple, makes its possible to conduct
some types of financial transactions via

a web site. But it is not always possi¬
ble to check the identity of the person
carrying out a transaction on the
Internet.

The gold market is another vehicle for

possible money laundering which
FATF countries are increasingly aware

of. Gold is both a commodity and, to
a lesser extent, a means of exchange
for covering transactions involving
criminal proceeds between Latin
America, the United States and Eu¬

rope. There are also other money laun¬
dering channels in the world, notably
between the Gulf States and certain

South Asian countries. It is for this

reason that the ministers of member

countries have asked the FATF to pro¬
mote the implementation of a world¬

wide network against money launder¬
ing, including new countries (see
News Brief) and FATF-type regional
bodies engaged in the same combat.
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Brazil and privatisation
PRIVATISATION IN BRAZIf: THE CASE OF PUBLIC UTILITIES

RIO DE JANEIRO, 29-30 APRIL 1999.

Privatisation continues to arouse

fresh interest among decision¬
makers in a good number of

emerging markets, including those in
Asia and Latin America which have ex¬

perienced far-reaching financial crises.
That was certainly the impression

given at a seminar held recently in Rio
de Janeiro. It was equally understood
that privatisation could not be seen as
a substitute for broader financial and

fiscal consolidation.

There must be few venues as suitable

as Brazil for discussing matters of pub¬
lic utility reform; despite some regu¬
latory drawbacks, revenues generated
since the start of the national privati¬

sation programme there in the early
1 990s amount to nearly US$90 billion,

one of the highest figures in the world.
The impact on public finances of the
proceeds generated depends, more¬
over, on the use to which they are put

by government. Between 1996 and
1997 total proceeds from Brazilian pri¬
vatisation rose from US$4.7 billion to

US$27.7 billion. While they more or

less served to pay off unofficial go¬
vernment liabilities, they had relatively
little impact on the public sector debt/
GDP ratio. Last year proceeds again
rose - to US$37.5 billion - but it re¬

mains to be seen how the government

will decide to use these receipts. An¬

other important point is the confi¬
dence of investors - both domestic and

foreign - which is vital. The revised
estimate of privatisation proceeds for
1999-2000 amounts to US$36 billion.

The privatisation process had suffered
from the economic and political un¬

certainties affecting Brazil during the

previous year. However, the success¬
ful sale of Comgas, the San Paulo gas
company, which yielded US$1 billion
- more than twice the minimum price

- has been interpreted as signalling a
return of investor confidence. How¬

ever, while the Brazilian real crisis is
now more or less under control, the

environment remains uncertain. One

of the Brazilian authorities' current pri¬

orities is to set up the sort of regula¬
tory framework which will attract pri¬
vate investors. The impressive results
seen in the telecommunications sec¬

tor are in large part attributable to the
fact that new market-friendly regula¬

tions had been put in place before the
sale of Telebrâs, the former State mo¬

nopoly, injuly 1998.

It is in the electric power sector, how¬
ever, where the rather unwieldy regu¬

latory situation comes into view. Re¬
form there has been introduced only

gradually. The complexity of the insti¬
tutional and regulatory environment
surrounding the sector is due to the fact
that different segments were owned by
different levels of government: the fed¬
eral government controlled generation
and transmission, while distribution

and some vertically-integrated utilities
were in the hands of state governments.

Many of the state-owned utilities had
debts, preventing privatisation going

ahead as a single transaction. For the
electricity sector, and also for other sec¬
tors, such as transport and water, the
stakes are considerable: with a market

of 160 million consumers, demand for

this type of utility is constantly grow¬
ing. For the time being, the Cardoso
government, which took office in 1995,

FERNANDO HENRIQUE CARDOSO,
BRAZIL'S PRESIDENT

will probably continue, even acceler¬
ate, the privatisation of Brazil's public
utilities. The institutional aspects have

been strengthened, with the creation of
a state-level privatisation programme
and of the cabinet-level National Coun¬

cil for Privatisation, which has the task

of extending the programme to the
public utility and mining sectors. The
Concessions Law, voted in Febru¬

ary 1995, paved the way for the priva¬
tisation of new sectors: telecommuni¬

cations, electricity, gas, rail transport,
motorways, ports and airports, water

supply and basic sanitation services.
Still, progress remains uneven across

sectors, especially as regards the regu¬
latory side: this is one of the problems
that the government will have to try to
remedy if it is to complete its reform.
The seminar, "Privatisation in Brazil:

the Case of Public Utilities", was or¬

ganised jointly by the OECD Develop¬
ment Centre and the Brazilian Devel¬

opment Bank, 29-30 April 1999. Brazil
is not a member of OECD, but is a

member of the OECD Development

Centre (cendev.contact@oecd.org).
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Calendar of upcoming events 1 999
Please note that many of the meetings mentioned are not open to journalists and are listed as a guide
only. All meetings are in Paris unless otherwise stated. For a complete list, please contact the Media
Relations Division or consult the OECD website at www.oecd.org/news_and_events/

JULY SEPTEMBER

14-16

22-23

AUGUST

10-12

13-17

23-25

30-31

30 - 3/9

Social Safety Nets in Indonesia, Ma¬

laysia, the Philippines and Thailand

workshop organised by the Directo¬

rate for Education, Employment, La¬

bour and Social Affairs and the Spe¬
cial Asia Programme of the Centre
for Co-operation with Non-Members
(CCNM), Darwin, Australia.

Trade Negotiation Round: Examin¬

ing the Agenda for Seattle, Secretary-

General participates in the prepara¬

tory meeting, New York, USA.

Seismic Risk in Nuclear Installa¬

tions, workshop organised by the Nu¬
clear Energy Agency, Tokyo, Japan.

Competition Enforcement, seminar

organised by the Directorate for Fi¬
nancial, Fiscal and Enterprise Affairs

and the CCNM Russia Programme,
Moscow, Russia.

Approaches for the Integration of

Human Factors into the Upgrading
and Refurbishment of Nuclear

Power Plants' Control Rooms, work¬

shop organised by the Nuclear En¬
ergy Agency, Halden, Norway.

Transfer Pricing, conference organ¬
ised by the Directorate for Financial,

Fiscal and Enterprise Affairs, Johan¬
nesburg, South Africa.

Harmful Tax Practices, forum organ¬
ised by the Directorate for Financial,

Fiscal and Enterprise Affairs.

6-7

6-8

6-10

6-12

10-11

13-14

Information and Communication

Technologies and the Quality of
Learning, meeting organised by the

Directorate for Education, Employ¬
ment, Labour and Social Affairs.

Access to Financial Information:

Maintaining Confidentiality and
Meeting the Needs of Tax Authori¬

ties, roundtable discussion organised

by the Directorate for Financial, Fis¬
cal and Enterprise Affairs, and hosted
by the Italian Ministry for Finance.
Rome, Italy.

Competition Policy, workshop or¬
ganised jointly by the Korean Fair
Trade Commission and the Directo¬

rate for Financial, Fiscal and Enter¬

prise Affairs. Seoul, Korea.

China, official visit of Secretary-
General

Making Work Pay, workshop organ¬

ised jointly by the Economics Depart¬
ment and the Directorate for Educa¬

tion, Employment, Labour and Social
Affairs.

13 Climate Change, high-level meeting
organised by the Economics
Department and the Environment
Directorate.

Implications of Disability in Older

Populations: Measurement and So¬

cial Policy Challenges, meeting or¬
ganised by the Directorate for Edu¬
cation, Employment, Labour and
Social Affairs.
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SEPTEMBER (continued)
27 - 1/10

14-15

14-15

15-17

16-17

20-21

20-22

21-23

22

26-28

Government for the Future: Getting

from Here to There, symposium or¬
ganised by the Public Management
Service.

Taxation and Electronic Commerce,

forum organised by the Directorate
for Financial, Fiscal and Enterprise
Affairs and the CCNM Emerging

Market Economy Forum.

The Safety of Novel Foods and
Feeds, task force meeting organised

by the Environment Directorate.

The Practical Application of Tax
Treaties - Discussion between Mem¬

ber and Non-Member Countries,

Workshop organised by the Directo¬
rate for Financial, Fiscal and Enter¬

prise Affairs and the CCNM Emerg¬

ing Market Economy Forum.

The Role of International Invest¬

ment in Development, Corporate
Responsibilities and the OECD
Guidelines for Multinational Enter¬

prises, meeting organised by the Di¬
rectorate for Financial, Fiscal and

Enterprise Affairs.

Privatisation, Capital Market Devel¬

opment and Pension Systems Re¬

form, meeting organised by the Di¬
rectorate for Financial, Fiscal and

Enterprise Affairs and the CCNM
Emerging Market Economy Forum.

Money Laundering, plenary meeting
of the Financial Action Task Force,

Oporto, Portugal.

Secretary-General addresses the

Council of Europe, Strasbourg,
France.

Annual meeting of the Boards of
Governors of the World Bank Group
and the International Monetary

Fund, Prague, Czech Republic.

27-28

29-1/10

OCTOBER

4-8

6-8

6-8

7-8

Principles of International Taxation,

seminar organised by the Directorate

for Financial, Fiscal and Enterprise
Affairs and the CCNM Emerging
Market Economy Forum, Mexico

City, Mexico.

Barriers to Trade in Goods and Serv¬

ices in the Post-Uruguay Round

Context, workshop organised by the
Trade Directorate.

Combating Corruption in Asian

Economies, meeting organised by the
Directorate for Financial, Fiscal and

Enterprise Affairs and the Asian

Development Bank, Manila,

Philippines.

Tax Evasion and the Underground

Economy, workshop organised by the
Directorate for Financial, Fiscal and

Enterprise Affairs and the CCNM

Emerging Market Economy Forum,

Ankara, Turkey.

Large-Scale Infrastructures for So¬

cial Sciences, workshop organised by
the Directorate for Science, Technol¬

ogy and Industry, Ottawa, Canada.

Modernising Tax Policy to Adapt to

Open Financial Markets, meeting,

organised jointly by the Tokyo Insti¬
tute of the Asian Development Bank,
the Inter-American Development
Bank, and the OECD Directorate for

Financial, Fiscal and Enterprise Af¬

fairs, Tokyo, Japan.

Policies for the Development of

Agro-Processing Industries in China

and OECD countries, symposium
organised by the Directorate for

Food, Agriculture and Fisheries and

the CCNM China Programme, Bei¬

jing, China.
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10

11-12

11-15

11-15

12-13

12-13

12-14

Anti-Corruption, conference organ¬

ised by Transparency International,
in co-operation with the Directorate
for Financial, Fiscal and Enterprise
Affairs, Durban, South Africa.

Improving Relations Between Gov¬
ernment Administration and the

Public, meeting organised by the
Public Management Service, Naples,

Italy.

Taxation of Financial Innovation in

a Global Economy, workshop organ¬

ised by the Directorate for Financial,
Fiscal and Enterprise Affairs and the
CCNM Emerging Market Economy
Forum, Chonan, Korea.

Application of Tax Treaties of the
Chinese State Administration of

Taxes, seminar organised by the Di¬
rectorate for Financial, Fiscal and

Enterprise Affairs, Beijing, China.

China in the 21s' Century: Challenges
of Global and National Economic In¬

tegration, conference organised by the

Development Centre in co-operation

with the Chinese Academy of Social

Sciences, Kunming, China.

Forum on Electronic Commerce, or¬

ganised by the Directorate for Sci¬
ence, Technology and Industry.

Assuring Nuclear Safety Compe¬
tence into the 21s1 Century, work¬

shop organised by the Nuclear En¬

ergy Agency, Budapest, Hungary.

18-20

18-22

21-22

25-28

25-29

26-30

27-29

Biodiversity: Economic Aspects,
working group organised by the En¬
vironment Directorate.

Competition Law and Policy, Com¬

mittee meeting organised by the Di¬
rectorate for Financial, Fiscal and En¬

terprise Affairs.

Workshop on Corporate Govern¬

ance, organised by the Directorate for

Financial, Fiscal and Enterprise Af¬

fairs and the CCNM Baltic Regional
Programme, Vilnius, Lithuania.

Changing Infrastructure of Tertiary
Education, seminar organised by the
Directorate for Education, Employ¬
ment, Labour and Social Affairs,

Quebec City and Montreal, Quebec,
Canada.

Tax Treaties for Countries of

Francophone Africa, seminar organ¬
ised by the Directorate for Financial,
Fiscal and Enterprise Affairs,
Libreville, Gabon.

Investigative Journalism, workshop

organised by the Directorate for Fi¬
nancial, Fiscal and Enterprise Affairs
and the CCNM Transition Econo¬

mies Programme, Istanbul, Turkey.

Maritime Transport Policies, work¬
shop organised by the Directorate for
Science, Technology and Industry

and the CCNM Emerging Market
Economy Forum, Kobe, Japan.

12-14 Evaluation of Development Assist¬
ance for Poverty Reduction, work¬

shop organised by the Development
Assistance Committee, Edinburgh,
Scotland.

13-14 Urban Public Transport Funding,

seminar organised jointly by the In¬
ternational Union of Public Transport

and the European Conference of
Ministers of Transport.
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Getting European
workers moving

Mobility is highest among professionals

Why is it that Euro¬

pean workers are
more reluctant

than their counterparts in the
United States to move out of

their region, town or city to
find work or change jobs?
The issue of obstacles to the

mobility of workers in the
euro area is one of several

key questions raised in an in-

depth analysis of the OECD's
current best-seller, EMU:

Facts, Challenges and Poli¬

cies. The principal authors,
Jonathan Coppel and Alain

de Serres, examine other per¬
tinent questions too, con¬

cerning monetary and budg¬

etary policies and the

challenges facing the euro
area. Yet, it is in the debate

about the labour market that

the authors present perhaps

their most stimulating case
and sound their sharpest
warning.

The launch of the single cur¬
rency on 1 January 1999 has

created the second largest

monetary zone in economic
terms after the United States:

the 11 countries that make

up the euro area account for
no less than 16% of world

GDP, and have some

290 million inhabitants.

That makes it bigger than the
United States in population
terms. Sound precautions
were taken before setting up
economic and monetary un¬
ion (EMU) - the establish¬

ment of an independent Eu¬
ropean Central Bank and the
drive for macroeconomic

convergence between all par

ticipating countries, for in¬
stance. Nevertheless, the

tough part is only beginning
and exactly how individual
countries will react to exter¬

nal and internal economic

shocks is not yet clear. For

example, how will it be pos¬
sible to respond to disrup¬
tions in supply and demand

in one EMU region or coun¬

try from having an impact on
the monetary area as a

whole? The answer, say the
authors, is to make labour

markets more flexible. That

means introducing not only
more responsive and rapid

salary adjustments, but also

greater mobility of workers
within the EMU area.

The trouble is, if there is still

relatively little workforce

mobility in Europe there has

to be a reason. Although all
EU nationals have the right
to work and live in other

member states, only 5.5 mil¬
lion citizens - 1.5% of the

total population - have opted

to settle in another country.

By contrast, in existing mon¬

etary zones like those in the
United States or Australia,

for example, there is far

greater mobility geographi¬
cally, which plays an impor¬
tant role when labour mar¬

kets have to adjust to
changes in the economy. In
other words, people are pre¬
pared to move long dis¬
tances, whether to change
jobs or to find work.

This is an important point,
even if it is one that is not

unfamiliar. However, some

people might argue that this

is not comparing like with

like. Despite their ethnic and

90
Observer No. 217/



Observer

books

cultural differences, all US

citizens belong to a single
country, and quite an old and
established one at that. This

is not true of the European
Union, which is a recent con¬

struction. The freeing up of
labour movements is fore¬

seen under the Treaty of

Rome, but its full implemen¬

tation has been only gradual.

Apart from that, the euro

area incorporates a large
number of different cultures,

traditions, history, religious
beliefs and prejudices. An
unemployed French person
who wanted to go and find
work in the Netherlands

where unemployment is low
would have numerous barri¬

ers to surmount, not least of

which would be the lan¬

guage. Perhaps comparing
labour mobility in North
America as a whole with Eu¬

rope would throw up some

interesting comparisons.

Nevertheless, the authors

come up with a few trumps
to hammer their argument
home. For instance, even at

national level most European
countries do not demon¬

strate much in the way of

geographical mobility: in
Italy and Spain, migration
rates average about 0.5% of

the regional population.
In the Netherlands and

Germany, migration is al¬
most three times as high, but
it is still considerably lower
than in the United States, or

Australia, another OECD

country where labour mobil¬

ity is an important feature.
The fact is that while consid¬

erable progress has been
made in reducing the legal
and institutional obstacles to

mobility in the European
Union, the movement of

workers is still limited by a
number of structural obsta¬

cles. These include differ¬

ences in tax systems, educa¬
tion systems and the
non-recognition of some pro¬
fessional qualifications, and
problems relating to housing
policies, uniform minimum
wages and restrictive prac¬
tices in the workplace. The
economic incentive to mi¬

grate has also diminished as

a result of convergence of in¬
comes between countries in

the euro area and higher un¬

employment throughout the

monetary union. "It is un¬

likely that labour mobility
will increase greatly within
the euro area over the next

few years", the authors argue.
"The capacity of wages to

adjust rapidly to a change in
labour market conditions",

they urge, "is critical".

EMU countries have less

room for manoeuvre than

before, since the euro implies

a common monetary policy

operated by the European
Central Bank. So other ad¬

justment mechanisms have

to be strengthened, and the

capacity of wages to adjust to

changing labour market con¬
ditions improved. To rein¬
force reforms in the labour

market, product markets
have to be made more com¬

petitive too. Prices and wages
would then be able to re¬

spond quickly to new cir¬

cumstances, leading to better

efficiency and more sustain¬
able economic growth. That,
some would argue, was the

purpose of the EMU project
in the first place.

EMU: Facts, Challenges and Policies,

by Jonathan Coppel
and Alain de Serres, OECD

EMU

Facts, Challenges and Policies

Û
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EMU

Facts,

Challenges
and Policies

More than just the facts.

ISBN 92-64-17027-1

FF200 US$36

To help you understand the economics and issues
facing the European Economic Monetary Union.
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In-depth review of the
telecommunications sector

Who would have

thought, even a
few short years

ago, that mobile phone op¬
erators would be making
staggering profits? Yet the
UK company, Vodafone,
which announced an almost

50% increase in its annual

profits in a recent interview

with the BBC, has done just
that. According to a
Vodafone executive, the

company expects to increase
its customer-base from its

current 15 million to 30 mil¬

lion by the end of 2002. Fact

or fantasy? One thing is cer¬
tain, the revenues that the

telecommunications sector is

generating today are per¬
fectly real: over $1 000 bil¬
lion, according to the latest
edition of the OECD's Com¬

munications Outlook. This

sort of performance warrants
an in-depth look at this most
lucrative of industries. In

addition to a wide range of
performance indicators for
the various communications

networks and companies, the
above report gives data on
service charges, investment
and employment. It reviews
the major changes and future
trends in the industry in de¬
tail. It tells us, for instance,

that the share of mobile

phones accounts for 20% of

all telecommunications ex¬

penditure. With the expan¬
sion of networks and the lib¬

eralisation of the market in

the majority of OECD coun¬
tries, mobile communica¬

tions have cornered the mass

market. In early 1992 there
were fewer than 15 million

mobile cellphone users.

By 1997 there were over
173 million: a real boon for

telecommunications opera¬
tors, which are relentless in

their efforts to find attractive

new charging formulae.

Competition is also begin¬
ning to transform the fixed
telecommunications market,

although change is slower
and often confined in some

countries to just one or two

market sectors, such as long¬
distance or international

services.

Besides mobile communica¬

tions, the Internet is indis¬

putably the main potential
source of revenue to appear
on the scene over the period
1992-1997. The structure of

this industry has been rap¬
idly transformed: for exam¬
ple, Internet access was ini¬
tially offered by service
providers, which have now
practically all been taken
over by major télécoms op¬
erators offering access as one

of a range of services. A case

in point is AT&T Worldnet,

launched in February 1996,

which signed up its millionth
Internet customer in the

fourth quarter of 1997. Al¬
though lower than mobile
phone and Internet rev¬

enues, earnings from broad¬

casting in Member countries
are still substantial:

$145.3 billion in 1997, of

which 84.4% is from televi¬

sion. Five countries - the

United States, Japan,

Germany, the United King¬
dom and France - still ac¬

count for almost 80% of the

total market, with the United

States alone accounting for
40.2%. Of the 50 largest
companies in the world, 49

belong to OECD countries.

The main players are still ter¬

restrial broadcasting compa¬

nies, although cable televi¬

sion companies, like Viacom

and TCI, and pay television
companies like Canal Plus

and BSkyB are also on the

list. With the entry on the
market and rapid develop¬
ment of cable and pay televi¬

sion companies, revenues

from subscription charges for
these services have generated
a substantial flow of income

that is vital for the television

sector. These charges now
account for 32.1% of the

television market's revenues

in the OECD area, or more

than double what it receives

in government funding and
advertising revenues. The
advent of digital transmis¬

sion should speed up this
trend. The upheaval that this

new information technology
has caused throughout the

communications industry is

far from over. It enables dig¬
ital television to provide bet¬
ter picture and sound qual¬
ity and to vastly increase the
number of channels that can

be transmitted on the same

bandwidth. Among other
services, digital television
could provide improved data
facility and a host of interac¬

tive services, ranging from
electronic commerce to

video-on-demand and high¬
speed access to the Internet.
For telecommunications

companies, the opportunities
are vast. Could it be that all

current forecasts are still on

the conservative side?

OECD Communications

Outlook, 1999

ISBN: 92-64-17013-8,

US$71, FF400, pp.256

OECD
COM :lONS
OUTLOOK
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All publications available in paper and electronic book format

Agriculture, Fisheries, Food

OECD Agricultural Outlook
1999/2004

1999 Edition

OECD Code: 51 1999 01 1 P

ISBN: 92-64-16964-4

Publication date: April 1999, 152pp.

No. Tables: 24, No. Charts: 51

FF 180 US$ 32 DM 54 £ 19 ¥ 3700

Also available in French (OECD Code:

51 1999 01 2 P ISBN: 92-64-26964-9)

Available on diskette 51 1999 01 1 D

Review ofAgricultural Policies

Korea

National Policies and Agricultural
Trade

For political, strategic and cultural
reasons, agriculture has a particular
significance in Korea. How have

agricultural policies evolved in Korea
in the last two decades? What are the

effects of the 1997 crisis on the

agricultural sector and on agricultural
policy implementation?

Drawing on the well-established

OECD method of calculating support
from agricultural policies using
Producer and Consumer Subsidy
Equivalents, this study is one of the

most comprehensive analyses and
assessments of rapidly evolving

developments in Korean agriculture.

OECD Code: 51 1999 02 1 P

ISBN:92-64-17012-X

Publication date: March 1999, 176pp.

No. Tables: 72. No. Chans: 40

FF 170 US$30 DM51 £18 ¥3950

Also available in French (OECD Code: 51 1999

02 2 P ISBN: 92-64-27012-4)

Abstracts of Agricultural
Tractors Tests According
to OECD Codes 1 and 2

The OECD standard Codes for testing
of agricultural and forestry tractors
define rules enabling 30 official
centres in 28 countries to produce
comparable results. The first edition
of the Codes dates from t959 and, in

the intervening 40 years, more than
1,700 tractors have been tested.

Tractor tests carried out in accordance

with the OECD Codes are given
official approval provided that the Co¬
ordination Centre (CEMAGREF) cer¬

tifies that the tests have been carried

out in accordance with the procedures
laid down in the Codes. This

guarantee that the rules have been

strictly applied ensures that the results

obtained are fully comparable.

Bilingual publication

OECD Code: 51 1999 03 3 P

Publication date: March 1999

FF 390 US$67 DM 116 £41 ¥7800

Agricultural Policies in OECD
Countries 1999

Monitoring and Evaluation

For more detailed measures of support
to agriculture in OECD countries,

please consult the yearly OECD
Producer and Consumer Support
Estimates Database on diskette and

CD-ROM. The database covers data

from 1986 and is provided using the
Beyond 20/20 software.

Companion volumes

To complete the picture of agricultural
policy developments and market pros¬
pects, consult Agricultural Policies in

Emerging and Transition Economies

1999 and the OECD Agricultural
Outlook 1999-2004.

OECD Code: 51 1999 04 IP

ISBN: 92-64-17034-0

Publication date: May 1999, 276pp.

No. Tables: 100, No, Charts: 40

FF 380 US$67 DM 113 £40 ¥7800

Also available in French (OECD Code: 51 1999

0+ 2 P ISBN: 92-64-27034-5)

Development and Aid

Development Centre Studies

Education, Migration
and Productivity

An Analytic Approach and Evidence
from Rural Mexico

Edward Taylor, Antonio Yunez-Naude

This book challenges the assumption
that the major benefits of investment
in rural education accrue to

traditional agricultural activities, such
as staples production. Indeed, rural

economies are much more complex
than such an assumption would allow
and the benefits from education are,

therefore, rather dispersed, and vary
significantly according to the level of
educational attainment achieved.

OECD Code: 41 1999 05 1 P

ISBN: 92-64-17033-2

Publication date: April 1999, 98pp.

FF 120 US$21 DM 36 £13 ¥2550

Also available in French (OECD Code: 41 1999

05 2 P ISBN: 92-64-27033-7)

Development Centre Seminars

Fiscal Decentralisation

in Emerging Economies

Governance Issues

Edited by Kiichiro Fukusaku, Anto¬
nio Yunez-Naude

OECD Code: 41 1999 06 1 P

ISBN: 92-64-17046-4

Publication date: April 1999. 248pp.

No. Tables: 41, No. Chans: 25

FF 300 US$ 53 DM 89 £ 32 Y 6200

Also available in French (OECD Code: 41 1999

06 2 P ISBN: 92-64-27046-9)

Development Co-operation
Reviews

Denmark

No. 33 1999 Edition

OECD Code: 43 1999 05 1 P

ISBN: 92-64-17070-7

Publication date: June 1999, 80pp.

No. Tables: 8, No. Charts: 5

FF 120 U5$ 20 DM 36 £12 Y 2650

Also available in French (OECD Code: 43 1999

05 2 P ISBN: 92-64-27070-1)

Aid Activities in Africa

1997/1998

Creditor Reporting System

Aid activities in Africa provides
detailed information on individual

commitments, i.e. intended disburse¬

ments, of Official Development Assis

tance (ODA) to African countries for

the years 1997 and 1998. This yearly
publication records the commitments

which have been reported by Members
of the OECD Development Assistance
Committee and by multilateral orga¬
nisations, and which have been

entered into the Creditor Reporting
System (CRS) database up until March
1999.

The information is designed for use
by development agencies and institu¬
tions involved in country and sector

programming and analysis. Within
each country, transactions are ordered

by commitment year and sector, and
within each sector, by donor.

The data are taken from the CRS

database which is regularly updated
and contains records from 1973

onwards. It is available on the yearly
CD-Rom Creditor Reporting System:
Individual Financial Transactions.

Bilingual publication

OECD Code: 43 1999 56 3 P

ISBN: 92-64-05847-8

Publication dale: April 1999, 228pp.

No. Tables: 179, No. Charts: 3

FF 180 US$32 DM 54 £19 Y 3700

Also available on CD-ROM

Aid Activities in Asia 1997/1998

Creditor Reporting System

Aid activities in Asia provides detailed
information on individual commit¬

ments, i.e. intended disbursements, of

Official Development Assistance
(ODA) and Official Aid (OA) to Asian

countries for the years 1997 and 1998.
This yearly publication records the
commitments which have been

reported by Members of the OECD

Development Assistance Committee

and by multilateral organisations, and
which have been entered into the

Creditor Reporting System (CRS)
database up until March 1999.

The information is designed for use
by development agencies and institu¬

tions involved in country and sector
programming and analysis. Within

each country transactions are ordered
by commitment year and sector, and
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within each sector, by donor.

The data are taken from the CRS

database which is regularly updated
and contains records from 1973

onwards. It is available on the yearly

CD-Rom Creditor Reporting System:
Individual Financial Transactions.

Bilingual publication

OECD Code: 43 1999 58 3 P

ISBN: 92-64-05849-4

Publication date: April 1999, 172pp.

No, Tables: 122, No. Charts: 3

FF 180 USS 32 DM 54 £19 ¥3700

Also available on CD-ROM

Aid Activities in CEECs/NIS

1997/1998

Creditor Reporting System

Aid Activities in CEECs/NIS provides
detailed information on individual

commitments, i.e. intended disburse¬

ments, of Official Development Assis¬
tance (ODA) and Official Aid (OA) to

Central and Eastern European
countries and to the New Inde¬

pendent States of the former Soviet
Union for the years 1997 and 1998.
This yearly publication records the
commitments which have been

reported by Members of the OECD
Development Assistance Committee

and by multilateral organisations, and
which have been entered into the

Creditor Reporting System (CRS)
database up until March 1999.

The information is designed for use
by development agencies and institu¬
tions involved in country and sector

programming and analysis. Within
each country, transactions are ordered
by commitment year and sector, and
within each sector, by donor.

The data are taken from the CRS

database which is regularly updated
and contains records from 1973

onwards. It is available on the yearly

CD-Rom Creditor Reporting System:
Individual Financial Transactions.

Bilingual publication

OECD Code: 43 1999 59 3 P

ISBN: 92-64-05850-8

Publication date: May 1999, 90pp.

No, Tables: 42, No. Charts: 3

FF 120 USS 21 DM 36 £ 1 3 ¥ 2450Also

available on CD-ROM

OECD Proceedings

Structural Aspects of the East
Asian Crisis

OECD Code: 14 1999 03 1 P

ISBN:92-64-17043-X

Publication date: April 1999. 288pp.

No. Tables: 37, No. Charts: 15

FF 400 US$70 DM 1 19 1143 ¥8250
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Geographical Distribution
of Financial Flows to Aid

Recipients

1999 Edition on CD-ROM

This publication provides compre¬
hensive data on the volume, origin

and types of aid and other resource
flows to over 180 recipient countries,

including countries in transition in
eastern Europe. The data show each
country's intake of Official De¬
velopment Assistance or Official Aid,
as well as other official and private
funds from Members of the Develop¬
ment Assistance Committee of the

OECD, multilateral agencies and

other donors. Key development
indicators are given for reference.

Bilingual publication

OECD Code: 43 1999 01 3 C3

ISBN: 92-64-06764-7

Publication dale: April 1999

No. Tables: 288

FF 950 US$ 170 DM 283 £ 103 Y 21300

Economic Analysis

and Forecasting

OECD Economic Surveys

United Slates 1998/1999

1999 Edition

OECD Code: 10 1999 02 1 P

ISBN: 92-64-16982-2

Publication date: May 1999, 220pp.

No. Tables: 29, No. Charts: 61

FF 150 US$26 DM 45 £15 Y 3300

Also available in French (OECD Code: 10 1999

02 2 P ISBN: 92-64-26982-7)

New Zealand 1998/1999

1999 Edition

OECD Code: 10 1999 05 1 P

ISBN: 92-64-16983-0

Publication dale: May 1999, 148pp.

No. Tables: 27, No. Chans: 45

FT 150 USS 26 DM 45 £15 Y 3300

Also available in French (OECD Code: 10 1999

05 2 P ISBN: 92-64-26983-5)

Austria 1998/1999

1999 Edilion

OECD Code: 10 1999 11 I P

ISBN: 92-64-16984-9

Publication date: June 1999, 144pp.

No. Tables: 29, No, Charts: 39

FF 150 US$26 DM 45 £15 ¥3300

Also available in French (OECD Code: 10 1999

1 1 2 P ISBN: 92-64-26984-3)

and German (OECD Code: 10 1999 1 1 5 P

ISBN: 92-64-56984-7)

Ireland 1998/1999

1999 Edilion

OECD Code: 10 1999 18 1 P

ISBN: 92-64-16985-7

Publication date: June 1999, 172pp.

No. Tables: 38, No. Charts: 19

FF 150 US$26 DM 45 £15 ¥3300

Also available in French (OECD Code: 10 1999

18 2 P ISBN: 92-64-26985-1)

Bulgaria 1998/1999

1999 Edition

OECD Code: 10 1999 35 IP

ISBN: 92-64-17052-9

Publication date: April 1999, 122pp.

No. Tables: 25, No. Charts: 23

Ft 150 US$26 DM 45 £15 Y 3300

Also available in French (OECD Code: 10 1999

35 2 P ISBN: 92-64-27052-3)

Mexico 1998/1999

1999 Edition

OECD Code: 10 1999 401 P

ISBN: 92-64-16981-4

Publication date: April 1999, 184pp.

No Tables: 26, No. Charts: 68

FF 150 US$26 DM 45 £15 Y 3300

Also available in French (OECD Code: 10 1999

40 2 P ISBN: 92-64-26981-9) and Spanish
(OECD Code: 10 1999 40 4 P ISBN: 92-64-

46981-8)

EMU

Facts, Challenges and Policies

OECD Code: 11 1999 01 1 P

ISBN: 92-64-17027-8

Publication date: March 1999, 218pp.

No. tables: 45. No, Charts: 57

FF 200 US$36 DM 60 £21 ¥4250

Also available in French (OECD Code: 11 1999

01 2 P ISBN: 92-64-27027-2)

Economies Statistics

Services 1987/1996

Statistics on International

Transactions 1 998 Edition

This joint OECD-Eurostat publication

provides statistical data on internatio¬
nal trade in services for the twenty-
nine OECD Member countries as well

as definitions and methodological

notes. The data are supplied and
published according to the IMF Fifth
Manual of the Balance of Payments
and the OECD-Eurostat Classification

of Trade in Services, which is totally
consistent with the balance of

payments classification but is more
detailed. This book includes summary

tables by country and by service
category and zone totals for the EU15,
EU12, EUR1 1 and the OECD which

are comparable. Tables for individual
countries showing data for detailed
service categories are also provided.
Time series cover the period 1987-
1996 as far as data are available.

Bilingual publication

OECD Code: 30 1998 08 3 P

ISBN: 92-64-05831-1

Publication date: March 1999, 404pp.

No. Tables: 77

FF 420 US$ 70 DM 1 25 £ 43 ¥ 10000

OECD Statistical Compendium
Volume 1 1999

Bilingual CD-ROM

OECD Code: 01 1999 1 1 3 C3

ISBN: 92-64-07300-0

Publication date: May 1999

International Sectoral Database

(ISDB)

1998 Edition

Bilingual publication

OECD Code: 30 1999 02 3 D3

ISBN: 92-64-06766-3

Publication date: March 1999

FF 3600 USS 645 DM 1075 £ 386 Y 76550

Education

Innovating Schools

It is now widely agreed that learning

is pivotal in the 'knowledge societies1
of today and, still more, of tomorrow.
It is also widely agreed that schools
have a key role to play in laying the
foundations for lifelong learning for
all of us. But, how well are these aims

being met? How innovative are
schools as institutions? And what are

some of the most promising examples
across OECD countries from which

we can learn?

This volume addresses these ques¬

tions, drawing on a major OECD/

Japan conference which was held in
Hiroshima and attended by experts
from 24 countries and a 'virtual'

conference conducted in parallel. It
presents key trends and policy chal¬
lenges regarding schools for today and
tomorrow, from European traditions
across to the different perspectives of
the Asia-Pacific region, with a

particular focus on Japan. Alongside
expert chapters are the innovative
schools themselves, with examples

taken and synthesised from many of
the countries that attended the

Hiroshima conference. The volume-

addresses issues of curriculum, inno¬

vation and the achievement of lifelong

learning in the schools of tomorrow.

OECD Code: 96 1999 02 1 P

ISBN: 92-64-17021-9

Publication dale: April 1999, 136pp.

No. Tables: l,No. Charts: 1

FF 140 USS 25 DM 42 £15 ¥3150

Also available in French (OECD Code: 96 1999

02 2 P ISBN: 92-64-27021-3)
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Overcoming Exclusion

through Adult Learning

The phenomenon of social exclusion

has become one of the outstanding
problems on the eve of the 21st

century. Even with the long-term

trend towards rising general levels of
afiluence across OECD countries,

large sections of our societies are

missing out and for some prospects

are getting worse. Learning - in fonnal
education and in a wide range of other

community and enterprise settings -
represents one of the most important
means of overcoming exclusion.
While much is known about the im¬

pact of schooling for young people,
the relationships between exclusion

and adult learning are less well
examined.

This study seeks to address this gap,
focusing on 19 innovative learning

initiatives that are making the
difference in six countries: Belgium

(Flemish Community), Mexico, the
Netherlands, Norway, Portugal, the
United Kingdom (England) . How well

do these initiatives meet the learning
needs of adults at risk of exclusion?

How are they organised and what are
their innovative features? These are

the key questions answered, taking

into account not only the point of
view of the analysts, organisers and
administrators, but also that of the

adult learners themselves.

OECD Code: 96 1999 03 1 P

ISBN: 92-64-17026-X

Publication dale: April 1999, 180pp.

No. Chans: 6

FF 160 US$29 DM 48 £17 Y 3600

Also available in French (OECD Code: 96 1999

03 2 P ISBN: 92-64-27026-4)

Measuring Student Knowledge
and Skills

A New Framework for Assessment

OECD Code: 96 1999 05 1 P

ISBN: 92-64-17053-7

Publication date: May 1999, 84pp.

No. Tables: 11, No. Charts: 6

FF 150 USS 26 DM 45 £16 Y 3100

Also available in French (OECD Code: 96 1999

05 2 P ISBN: 92-64-27053-1)

Energy

Energy Policies

Japan

1999 Edition

This IEA report provides a compre¬
hensive in-depth assessment of the

energy policies of Japan, including
recommendations for policy develop¬
ment.

OECD Code: 61 1999 01 1 P

ISBN: 92-64-17018-9

Publication date: March 1999, 160pp.

FF 420 US$75 DM 125 £45 ¥8950

Regulatory Reform in Argentina's
Natural Gas Sector 1974/1999

This report - the first IEA study to
focus on Argentina - critically reviews
the impact of gas-sector reforms. It

identifies challenges that policy¬
makers, regulatory and competition

authorities still confront, in particular

the promotion of competition in gas
supply.

OECD Code: 61 1999 02 1 P

ISBN: 92-64-17019-7

Publication date: March 1999, 80pp.

FF 420 USS 75 DM 1 25 £ 45 Y 8950

The Future Role of Coal

Markets, Supply and the Environment

OECD Code: 61 1999 04 1 P

ISBN: 92-64-17048-0

Publication date: April 1999, 1 56pp.

FF 455 USS 80 DM 136 £ 48 ¥ 9350

International Collaboration

in Energy Technology

A Sampling of Success Stories

Enhanced energy technology is the
key to ensuring environmental
sustainability together with economic

growth and energy security. In the
drive to develop cleaner, more effi¬
cient energy technologies, what role
does international collaboration play?
This publication provides an array of
success stories illustrating how the

International Energy Agency's
collaborative framework for energy
technology development has speeded
advances towards more compre¬
hensive solutions. In coal combustion

sciences, for example, one project
generated equipment sales worth over

$400 million in one participating
country alone.

More than 30 countries world-wide

participate in the programme, which
mobilises close to $150 million

annually. Costs and resources are

shared among participating govern¬
ments, utilities, industries and

universities, thus ensuring maximum
yield from research budgets and
avoiding unproductive duplication of
effort. The technology collaboration
programme operates through agree¬

ments among governments. The

40 currently active agreements focus

on the dissemination of energy tech¬
nology information, cleaner use of

fossil fuels, development of renewable
energy sources and systems, more ef¬

ficient energy use and nuclear fusion
technologies.

OECD Code: 61 1999 05 1 P

ISBN: 92-64-17057-X

Publication date: 06-99, 126pp.

FF 680 US$ 1 20 DM 203 £ 72 ¥ 14000

OECD Proceedings

Ion and Slow Positron Beam

Utilisation

Costa da Caparica, Portugal,
15-17 September 1998

The use of ion beams in nuclear

research is well established, with

many facilities and networks of ex¬

perts active in the field. Applications

for ion beams are expanding, in
particular in the development of new

materials, biotechnology and the
creation of new isotopes. Positron
beams are likewise a very powerful
tool for observing and influencing
microscopic material structures, as

well as for medical diagnosis.

The combined utilisation of ion and

positron beams is expected to open up
new horizons in the areas of material

science and biotechnology. These
proceedings provide an overview of
the latest developments in this field,

and highlight areas for future inter¬
national co-operation.

OECD Code: 66 1999 04 1 P

ISBN: 92-64-17025-1

Publication date: March 1999, 236pp.

FF 400 USS 72 DM 119 £43 ¥8500

OECD Proceedings

Shielding Aspects

of Accelerators, Targets
and Irradiation Facilities -

SATIF 4

Workshop Proceedings
Knoxville, Tennessee, USA,

17-18 September 1998

Over the last 50 years particle
accelerators have evolved from sim¬

ple devices to powerful machines, and

will continue to have an important
impact on research, technology and
lifestyle. Today, they cover a wide
range of applications, from television

and computer displays in households
to investigating the origin and struc¬
ture of matter. It has become common

practice to use particle accelerators for

material science and medical applica¬
tions.

In recent years, requirements from

new technological and research appli¬
cations have emerged, giving rise to
new radiation shielding aspects and
problems. These workshop pro¬
ceedings review recent progress in ra¬
diation shielding of accelerator
facilities, evaluating advancements
and discussing further developments
needed with respect to international

co-operation in this field.

OECD Code: 66 1999 06 1 P

ISBN: 92-64-17044-8

Publication date: May 1999, 308pp.

No. Tables: 73, No. Charts: 225

FF 500 USS 88 DM 149 £ 53 ¥ 10300

OECD Proceedings

Physics and Fuel Performance
of Reactor-Based Plutonium

Disposition

Workshop Proceedings
Paris, France, 28-30 September 1998

Following recent disarmament agree¬
ments, the Russian Federation and the

USA have declared part of their

stockpiles of weapons-grade pluto¬
nium as a surplus to their national
defense needs. This material needs to

be disposed of, and one of the

suggested means of doing so is
burning it in existing reactors and
transforming the material into spent
fuel. The experience in these two
countries with mixed oxide fuel

(MOX) is either dated or scarce.

Several European countries and

Japan, however, have acquired much
experience in using MOX fuel in
reactors which was shared at this im¬

portant workshop.

This publication presents the
workshop results which reviewed

existing technical information from

the civil nuclear power programmes
that are beneficial to weapons-grade
plutonium disposition. It also propo¬
ses concrete actions that could help
expedite this process in the near fu¬
ture.

OECD Code: 66 1999 07 1 P

ISBN: 92-64-17050-2

Publication date: May 1999, 236pp.

No. Tables: 38, No. Charts: 106

FF 400 USS 70 DM 119 £43 ¥8200

Nuclear Energy Data 1999

Nuclear Energy Data is the OECD
Nuclear Energy Agency's annual com¬
pilation of basic statistics on

electricity generation and nuclear
power in OECD countries. The reader

will have quick and easy reference to
the status of and projected trends in

total electricity generating capacity,
nuclear generating capacity, and
actual electricity production, as well
as to supply and demand for nuclear

fuel cycles services.

Bilingual publication

OECD Code: 66 1999 08 3 P

ISBN: 92-64-05856-7

Publication date: May 1999, 48pp.

No. Tables: 11. No. Charts: 9

FF 120 US$21 DM 36 £13 ¥2400
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Nuclear Legislation, Analytical

Study

Regulatory and Institutional
Framework for Nuclear Activities -

1998 Update

OECD Code: 66 1999 63 1 P

ISBN: 92-64-17024-3

Publication date: April 1999, 220pp.

FF 150 US$27 DM 45 £16 ¥3200

Also available in French (OECD Code: 66 1999

63 2 P ISBN: 92-64-27024-8)

Second International Nuclear

Emergency Exercise - INEX 2

Final Report of the Swiss Regional
INEX 2 Exercise

The NEA-sponsored International
Nuclear Emergency Exercises (INEX)

are global exercises designed to test
the emergency management of
nuclear accidents. The INEX 2 series

includes four exercises based on

simulated accidents at nuclear power

plants in Switzerland, Finland,
Hungary and Canada. This report
describes the experience gained from
the simulated accident in Switzerland,

which focused on the communication,

decision-making and public/media
interaction aspects of an emergency
situation.

Bilingual publication

OECD Code: 66 1999 02 3 C3

ISBN: 92-64-06760-4

Publication date: March 1999

FF 500 US$ 88 DM 149 £ 53 ¥ 11600

Environment

Environmental Performance
Reviews

Denmark

This report is part of the OECD
Environmental Performance Review

Programme which conducts peer
reviews of environmental conditions

and progress in each Member country.
It scrutinises efforts to meet both

domestic objectives and international
commitments. Evaluating progress in
reducing the pollution burden,
improving natural resource manage¬
ment, integrating environmental and
economic policies, and strengthening
international co-operation are also
central to these reviews. The analyses

presented are supported by a broad
range of economic and environmental
data.

Environmental performance reviews
ofAustralia, Austria, Belarus, Belgium,

Bulgaria, Canada, Czech Republic,
Finland, France, Germany, Iceland,

Italy, Japan, Korea, Mexico, the
Netherlands, New Zealand, Norway,

Poland, Portugal, Spain, Sweden,
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Switzerland, the United Kingdom and

the United States have already been

published.

OECD Code: 97 1999 01 IP

ISBN: 92-64-17008-1

Publication date: April 1999, 224pp.

No. Tables: 25, No. Charts: 15

FF 180 USS 35 DM 55 £23 ¥4140

Also available in French (OECD Code: 97 1999

01 2 P ISBN: 92-64-27008-6)

Environmental Performance
Reviews

Czech Republic

This report is part of the OECD
Environmental Performance Review

Programme which conducts peer
reviews of environmental conditions

and progress in each Member country.
It scrutinises efforts to meet both

domestic objectives and international
commitments. Evaluating progress in

reducing the pollution burden,
improving natural resource manage¬
ment, integrating environmental and
economic policies, and strengthening
international co-operation are also
central to these reviews. The analyses

presented are supported by a broad
range of economic and environmental
data.

Environmental performance reviews
ofAustralia, Austria, Belarus, Belgium,

Bulgaria, Canada, Denmark, Finland,
France, Germany, Iceland, Italyjapan,
Korea, Mexico, the Netherlands, New

Zealand, Norway, Poland, Portugal,

Spain, Sweden, Switzerland, the Uni¬
ted Kingdom and the United States
have already been published.

OECD Code: 97 1999 02 IP

ISBN: 92-64-17009-X

Publication date: April 1999, 204pp.

No. Tables: 30, No. Charts: 41

FF 180 US$35 DM 55 £23 ¥4140

Also available in French (OECD Code: 97 1999

02 2 P ISBN: 92-64-27009-4)

OECD Documents

Environmental Requirements

for Industrial Permitting

Vol 1 - Approaches and Instruments

Vol 2 - OECD Workshop on the Use
of Best Available Technologies

and Environmental Quality

Objectives, Paris, 9-11 May 1996

Vol 3 - Regulatory Approaches
in OECD Countries

OECD Code: 97 1999 03 IP

ISBN: 92-64-16193-7

Publication date: March 1999, 484pp.

No. Tables: 12, No. Charts: 48

FF 580 US$ 97 DM 173 £ 60 Y 13550

OECD Guidelines for the Testing
of Chemicals October 1998

Bilingual publication

OECD Code: 97 1998 56 3 C3

ISBN: 92-64-06720-5

Publication date: March 1999

No. Tables: 11. No. Charts: 4

FF 2100 US$ 355 DM 625 £ 216 Y 50100

Financial, Fiscal

and Enterprise Affairs

Financial Accounts of OECD
Countries

OECD FINANCIAL STATISTICS

Financial Accounts of OECD

Countries provide flow-of-funds and
balance-sheet accounts for most of the

Member countries, detailed by sectors

and by financial instruments. These
accounts are integrated in an overall
framework that is compatible with the

concepts employed in the United Na¬
tions System of National Accounts.
Annual data are published in booklets

by country as soon as they are
available.

Methodological notes of the Financial
Accounts of OECD Countries are

available in the publication OECD
Financial Statistics Methodological

Supplement. These notes facilitate the
interpretation of the statistics by
describing their methods of
calculation and the institutional

context in which they are collected.

ALSO AVAILABLE ON DISKETTE

The electronic edition of Financial

Accounts of OECD Countries

provides both current and historical
data as well as methodological notes
to facilitate the interpretation of the
statistics. Beginning this year,
diskettes come with Beyond 20/20
a universal, multidimensional delivery

tool designed for today's information

age. It is a Windows platform and does
not require technical skills by the end-

users to optimise the statistics through
its dynamic data format.

Italy 1989/1997

Bilingual publication

OECD Code: 20 1998 27 3 P

ISBN: 92-64-05844-3

Publication date: April 1999, 48pp.

No. Tables: 20

FF 80 USS 14 DM 24 £ 8 ¥ 2080

Also available on Disk (OECD Code: 20 1998

27 3 D3 ISBN: 92-64-07276-4)

Germany 1982/1997

Bilingual publication

OECD Code: 20 1998 25 3 D3

ISBN: 92-64-07277-2

Publication date: April 1999

No. Tables: 16

Belgium 1981/1996

Bilingual publication

OECD Code: 20 1998 26 3 D3

ISBN: 92-64-07275-6

Publication date: April 1999

Sweden 1981/1996

Bilingual publication

OECD Code: 20 1998 28 3 P

ISBN: 92-64-05853-2

Publication date: April 1999, 72pp.

No. Tables: 20

FF80USS14DM24£8¥2080

Liberalisation of International

Insurance Operations

Cross-border Trade and Establish¬

ment of Foreign Branches

Bilingual publication

OECD Code: 21 1999 02 3 P

ISBN: 92-64-05846-X

Publication date: June 1999, 240pp.

No. Tables: 175

FF 400 US$ 69 DM 1 19 £ 42 ¥ 8050

Insurance Statistics Yearbook

1990/1997

1999 Edition

Also available on diskettes

For users who wish to extract data and

build graphs and tables, a diskette
version is available in Beyond 20/
20TM for WindowsTM, user-friendly
software.

Bilingual publication

OECD Code: 21 1999 05 3 P

ISBN: 92-64-05858-3

Publication date: June 1999,312pp.

No. Tables: 235

FF 480 USS 83 DM 143 £ 50 ¥ 9650

The Tax/Benefit Position

of Employees 1997

1998 Edition

This annual publication provides uni¬

que information on direct taxes levied
from employees and their employers
in all OECD Member countries. In ad¬

dition, the book specifies family

benefits paid as cash transfers.
Amounts of taxes and benefits are

detailed programme by programme, for

eight household types, which differ by
income level and household composi¬
tion. Results include the tax burden for

one- and two- earner families.

The data on tax burdens and family

benefits reported here are widely used
in academic research and the

preparation and evaluation ol social
and economic policy-making.

Bilingual publication

OECD Code: 23 1999 01 3 P

ISBN: 92-64-05833-8
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Publication date: March 1999, 384pp.

No. Tables: 42, No. Charts: 7

FF 430 US$ 77 DM 128 £ 46 ¥ 9650

Also available on Disk (OECD Code: 23 1999

01 3 D3 ISBN: 92-64-06761-2)

Consumption Tax Trends

1999 Edition

The rapid globalisation of trade chal¬

lenges the operation of consumption
tax systems. This publication provides

an insight into possible approaches to
these challenges and gives informa¬
tion about VAT and excise duty rates

(for alcoholic beverages, mineral oil

products and tobacco products)
across the OECD. It also describes a

range of taxation provisions in OECD
countries such as the taxation of

motor vehicles and outlines the

preliminary findings of a study of

taxes on environmentally relevant
goods currently in progress.

OECD Code: 23 1999 02 1 P

ISBN: 92-64-17035-9

Publication date: May 1999, 100pp.

No. Tables: 24, No. Charts: 5

FF 190 USS 33 DM 57 £ 20 ¥ 3900

Taxation of Cross-border

Portfolio Investment

Mutual Funds and Possible Tax

Distortions

OECD Code: 23 1999 03 1 P

ISBN: 92-64-17045-6

Publication date: April 1999, 176pp.

No. Tables: 41, No. Charts: 12

FF 320 USS 56 DM 95 £ 34 ¥ 6600

Glossary of Insurance Policy
Terms

The development of sound, modern

and open insurance markets is an
essential component of financial

reform in emerging and transition
countries. Insurance plays a funda¬
mental role in national economic and

social structures as well as in the pro¬

motion of entrepreneurship spirit,
which is critical for the successful

growth of these countries.

Complementing a landmark series of

publications related to insurance
policy issues, the OECD has produced
this unique glossary of insurance

policy terms for government insu¬
rance officials, and academic and bu¬

siness communities worldwide. The

selected topics range from insurance

policy regulation/supervision to
general trade issues and include
technical terms related to issues such

as claims, premiums and provisions.

OECD Code: 14 1999 02 1 P

ISBN: 92-64- 17083-9

Publication date: June 1999. 128pp.

FF 175 US$30 DM 52 £18 ¥3500

Industry, Science and

Technology

The OECD STAN Database

for Industrial Analysis
1978/1997

1998 Edition

ALSO AVAILABLE ON DISKETTE

Bilingual publication

OECD Code: 92 1999 01 3 P

ISBN: 92-64-05832-X

Publication date: March 1999. 378pp.

No. Tables: 82, No. Charts: 3

FF 440 USS 79 DM 131 £47 ¥9350

Also available on Disk (OECD Code: 92 1999

01 3 D3 ISBN: 92-64-06709-4)

OECD Communications Outlook

1999 Edition

OECD Code: 93 1999 02 1 P

ISBN: 92-64-17013-8

Publication date: March 1999, 256pp.

No. Tables: 136. No. Chans: 85

FF 400 US$71 DM 1 19 £43 ¥8950

Also available in French (OECD Code: 93 1999

02 2 P ISBN: 92-64-27013-2)

Also available on Disk (OECD Code: 93 1999

02 3 D3 ISBN: 92-64-06768-X)

OECD Proceedings

Xenotransplantation

International Policy Issues

OECD Code: 93 1999 03 1 P

ISBN: 92-64-17030-8

Publication date: March 1999, 116pp.

No. Tables: 4, No. Charts: 3

FF 150 USS 27 DM +5 £16 ¥3200

Research and Development

in Industry 1976-1997

Expenditure and Researchers.

Scientists and Engineers

Also available on diskette

To access the comprehensive ANBERD and
ANRSE databases, please consult Research and

Development in Industry on diskette.

Bilingual publication

OECD Code: 70 1999 01 3 P

ISBN: 92-64-05845-1

Publication date: April 1999, 156pp.

No. Tables: 116

FF 340 USS 60 DM 101 £ 36 ¥ 7000

Labour Market and Social

Issues

OECD Proceedings

The Social Sciences at a Turning
Point?

OECD Code: 93 1999 05 1 P

ISBN: 92-64-16956-3

Publication date: April 1999, 128pp.

No. Tables: 13. No. Charts: 11

FF 200 USS 35 DM 60 £21 ¥4100

The Public Employment Service

United States

OECD Code: 81 1999 02 1 P

ISBN: 92-64-17011-1

Publication date: April 1999, 232pp.

No. Tables: 46, No, Charts: 19

FF 200 US$ 36 DM 60 £ 21 ¥ 4500

Also available in French (OECD Code: 81 1999

02 2 P ISBN: 92-64-2701 1-6)

OECD Proceedings

Towards Lifelong Learning

in Hungary

OECD Code: 91 1999 01 1 P

ISBN: 92-64-17023-5

Publication date: May 1999, 92pp.

No. Tables: 40, No. Charts: 1

FF 130 USS 23 DM 39 £l+¥ 2750

Territorial Development

OECD Proceedings

Decentralising Employment

Policy: New Trends

and Challenges

The Venice Conference

OECD Code: 04 1999 04 I P

ISBN: 92-64-17055-3

Publication date: April 1999, 252pp.

FF 260 US$ 46 DM 78 £ 28 ¥ 5350

Cultivating Rural Amenities

An Economic Development

Perspective

OECD Code: 04 1999 05 1 P

ISBN: 92-64-1 7060-X

Publication date: May 1999, 116pp.

No. Tables: 4, No. Charts: 3

FF 150 US$26 DM 45 £16 ¥3000

Also available in French (OECD Code: 04 1999

05 2 P ISBN: 92-64-27060-4)

Transport

14th International Symposium
on Theory and Practice

in Transport Economics

Which Changes for Transport

in the Next Century?

OECD Code: 75 1999 01 1 P

ISBN: 92-82-11241-1

Publication date: March 1999, 460pp.

No. Tables: 67. No. Charts: 60

FF 590 US$ 105 DM 176 £ 63 ¥ 13200

Also available in French (OECD Code: 75 1999

01 2 P ISBN: 92-82-12241-7)

Investment in Transport
Infrastructure - 1985-1995

OECD Code: 75 1999 02 1 P

ISBN: 92-82-11242-X

Publication date: May 1999, 460pp.

No. Tables: 357, No, Charts: 32

FF 550 US$ 97 DM 164 £ 59 Y 11300

Also available in French (OECD Code: 75 1999

02 2 P ISBN: 92-82-12242-5)

Trends in the Transport Sector
1970/1997

1999 Edition

OECD Code: 75 1999 03 1 P

ISBN: 92-82-11243-8

Publication date: March 1999. 70pp.

No. Tables: 16, No. Charts: 13

FF 60 USS 11 DM 18 £ 6¥ 1300

Also available in French (OECD Code: 75 1999

03 2 P ISBN: 92-82-12243-3)

Improving Transport for People
with Mobility Handicaps

A Guide to Good Practice

OECD Code: 75 1999 04 1 P

ISBN: 92-82-11244-6

Publication date: May 1999, 80pp.

No. Charts: 2

FF 120 USS 21 DM 36 £13 Y 2450

Also available in French (OECD Code: 75 1999

04 2 P ISBN: 92-82-12244-1)

Social Aspects of Road Transport

OECD Code: 75 1999 05 1 P

ISBN: 92-82-11245-4

Publication date: May 1999, 172pp.

No. Tables: 29, No. Charts: 14

FF 240 USS 42 DM 72 £26 ¥4950

Also available in French (OECD Code: 75 1999

05 2 P ISBN: 92-82-1 2245-X)

Round Tables - ECMT

What Markets are there

for Transport by Inland
Waterways?

No. 108

OECD Code: 75 1999 06 IP

ISBN: 92-82-11246-2

Publication date: June 1999, 236pp.

No. Tables: 48, No. Charts: 10

FF 300 USS 53 DM 89 £32 ¥6150

Also available in French (OECD Code: 75 1999

06 2 P ISBN: 92-82-12246-8)

Communication in Road Safety

International Seminar - Warsaw,

2-3 October 1997

OECD Code: 75 1999 07 1 P

ISBN: 92-82-11237-3

Publication date: May 1999, 162pp.

No. Tables: 3, No. Charts: 27

FF 250 US$42 DM 74 £26 ¥5950

Also available in French (OECD Code: 75 1999

07 2 P ISBN: 92-82-12237-9)
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Internationalisation of industrial R&D

Share of foreign affiliates
in total R&D
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R&D is less internationalised

than production. The share of
R&D performed by foreign affiliates

ranges from 1% to 68% of total R&D,
the average for the OECD area being
14%. The amount of R&D performed
in a country by foreign affiliates re¬

flects both that country's attractiveness

- quality of scientific personnel and
of research centres, relative costs, de¬

gree of openness, size of the market

Foreign ideas

J'apan is the OECD country where re¬
search is the least internationalised,

he share of inventions owned by non¬
residents there, that is, inventions

made in laboratories belonging to

foreign firms, is very low, at less than
4%. On average, non-residents owned
8% of the inventions made in OECD

countries in the mid-1990s, against 6%

in the mid-1980s. In nearly all coun¬

tries the share of inventions owned by
non-residents has increased, which is

a clear sign of the globalisation ol
R&D. Foreign ownership of inven¬
tions is high in countries like Austria,

Belgium and Ireland, owing to the al-
tractiveness of local research capacity.

The countries that are "catching up"
and still have little local research ca¬

pacity, as in the case of Hungary,
Mexico and Turkey, rely heavily on in¬
ternational technology flows.

Foreign ownership
of domestic inventions

1993-95
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Share of patent applications to the EP0 owned by

foreign residents in total patents invented
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Source: OECD. based on data from the European
Patent Office

served - and the relative strength or
weakness of national firms' R&D. The

foreign share is small in Japan (1%),
Poland (2%) and Greece (6.5%), but

large in Ireland (68%) and Spain
(36%), where the R&D effort of na¬

tional firms is comparatively modest.

The foreign contribution is also large
in the United Kingdom (37.5%) and

Sweden (18.5%), where it supple¬

ments an important domestic effort.
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Temporary and part-time employment

Part-time employment
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With the exception of Denmark,
Sweden and the United States,

the long-term upward trend in part-
time working has continued in nearly
all OECD countries since the mid-

1980s. The variations across the

OECD area are wide, however: the

share of part-time work in total em¬
ployment ranges from over 25% in the
Netherlands, Australia and the United

Kingdom to under 10% in Greece and

Spain. The proportion of involuntary
part-time working is generally low,
except in countries like France and

Sweden where unemployment is high.

In the case of temporary work, there
are fewer indications of a general up¬
ward trend over the long term. Other
than in Australia, Finland and Spain,
less than 15% of employees are en¬
gaged in temporary work in OECD
countries. The steepest increases in
temporary employment have occurred

in Spain, France, the Netherlands and
Australia. As in the case of involun¬

tary part-time working, it would seem
that temporary work is increasing
more in high-unemployment
countries.

Note:

For notes and further details on these

charts, please contact: els.contact@oecd.org.

The 1999 edition of the Employment
Outlook is now out: ISBN: 92-64-17063-4

and is available on the OECD Internet site

at: www.oecd.org/els/
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Pharmaceuticals
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Total expenditure on pharmaceuti¬

cal goods in OECD countries rep¬
resents between 0.7% and 2.2%

of GDR These figures are important to
policy-makers since, in most coun¬
tries, more than half of this expendi¬
ture is reimbursed from public funds,

and also because R&D plays a key role
in the pharmaceuticals industry. Ex¬
penditure on pharmaceutical products
has risen significantly since 1970 in
most of the developed countries with
relatively high labour costs and high
unit costs as a result. This may explain
why pharmaceutical expenditure rep¬
resents a large share of GDP in OECD
countries. That share is much larger

in countries where per capita GDP is

relatively low, like Portugal, Hungary
and the Czech Republic, than it
is in countries like Switzerland,

Luxembourg, Norway and Denmark.

Pharmaceutical consumption levels

are also heavily influenced by the par¬
ticular institutional and regulatory fea¬
tures of health care systems.

Agricultural support

Farm policy support to producers
fell from 2.1% of GDP in 1986-88

to 1.3% in 1996-98. It decreased in all

countries except Turkey and Poland.
The down-trend was particularly
marked in the Czech Republic, Korea
and New Zealand. By and large, it has
coincided with the introduction of

policies to liberalise agricultural mar¬
kets. The share of GDP allocated to

agricultural support is still high in
Turkey, Korea, Switzerland, Poland
and Iceland. It seems lower in the

United States and the European Un¬
ion, but on a value basis US and Euro¬

pean support to agriculture is above
the average for the OECD area.

Total support estimate by country
% of GDP

( 2 4 6 8 io i;
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Afofes: Countries are ranked according to 1996-98 levels.
1. For the Czech Republic. Hungary. Mexico and Poland. 1986-88 is replaced by 1991-93.
2. Fot 1986-88, the Czech Republic, Hungary and Poland are excluded.
Source: OECD, PSE/CSE database.
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Environmental taxes

Revenues from environmentally-related taxes
% of GDP and total tax revenue, 1995
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In 1995 revenue raised by environmentally-related taxes in 19 OECD coun¬

tries constituted, as an arithmetic average, about 2.5% of GDP and just un¬
der 7% of total tax revenue. As a GDP-weighted average, it amounted to

1 .75% of GDP and around 5.5% of total revenue. The ratio of environmentally
related tax revenue to total tax revenue varies widely between countries: it is
very high in Portugal, Iceland and Ireland, but low in Mexico, the United States,

Poland and Japan. It must also be remembered that these taxes may encourage
changes in behaviour regarding environmentally harmful products and activi¬
ties, with a resulting decline in revenue from this source.

OECD IN FIGURES 1999 EDITION

This expanded OECD in Figures contains key data on
OECD countries, ranging from economic growth and

employment to education and road transport. It also in¬
cludes a selection of graphs, giving snapshots on subjects
such as women in the job market, agricultural output, taxa¬
tion, privatisation and development aid.

OECD in Figures is an original, no-fuss, pocket data book.
It is a reliable primary statistical source. And now, thanks

to the web edition, OECD in Figures is more than ever the
public gateway to one of the richest and most respected
economic, financial, social and environmental databases

around. Paperback FF90 (US$15) ISBN: 92-64-17105-3; free
to Observer subscribers.
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Indicators

current

period

same period

last year

databank
% change from:

previous

period

previous

year

.m l Australia Gross domestic product Ql 99 1.1 4.8 Current balance Ql 99 -5.62 -4.40

4| Leading indicator May 99 0.2 7.2 Unemployment rale May 99 7.5 8.1

Consumer price index Ql 99 -0.1 1.2 Interest rate May 99 4.86 4.96

Austria Gross domestic product Ql 99 0.4 1.1 Current balance Apr. 99 -0.35 -0.29

~* Leading indicator Apr. 99 0.4 0.6 Unemployment rate May 99 4.3 4.7

Consumer price index May 99 0.2 0.5 Interest rale Dec. 98 3.40 3.84

Belgium Gross domestic product Q4 98 -0,3 1.4 Current balance gi 99 3.00 2.41

^|L Leading indicator May 99 0.2 -0.1 Unemployment rate May 99 9.0 9.6

Consumer price index Jun. 99 -0.2 0.7 Interest rate Dec. 98 3.30 3.64

$ Canada Gross domestic product Ql 99 1.0 3.2 Current balance Ql 99 -3.18 -5.38

4 Leading indicator Apr. 99 -3.1 -1.7 Unemployment rate May 99 8.1 8.4

^F
Consumer price index May 99 0.3 1.6 Interest rate May 99 4.58 5.00

. Czech Rep. Gross domestic product Ql 99 -1.7 -4.5 Current balance Ql 99 -0.32 -0.35

«fc^ Leading indicator Unemployment rate May 99 8.8 5.8

^^^^
Consumer price index May 99 -0.1 2.3 Interest rate Jun. 99 6.95 15.81

/f^p * Denmark Gross domestic product Ql 99 -0.3 1.0 Current balance Mar. 99 -0.04 -0.40

Leading indicator Mar. 99 1.1 1.5 Unemployment rate Apr. 99 4.7 5.3

»f Consumer price index May 99 0.2 2.1 Interest rate Jun. 99 3.00 4.02

v^ Finland Gross domestic product Ql 99 0.6 3.9 Current balance Dec. 98 0.86 0.84

l Leading indicator Jan. 99 2.7 -1.0 Unemployment rate May 99 10.5 1 1.8

# Consumer price index May 99 0.2 1.4 Interest rate Dec. 98 3.37 3.60

^^^ France Gross domestic product Ql 98 0.7 2.8 Current balance Mar. 99 3.12 2.60

w Leading indicator May 99 0.3 0.8 Unemployment rate May 99 11.2 1 1.7

Consumer price index May 99 0.0 0.4 Interest rale Dec. 98 3.32 3.69

^^^ Germany Gross domestic product Ql 99 0.4 0.8 Current balance Apr. 99 3.04 0.88

m Leading indicator May 99 0.1 -3.8 Unemployment rate May 99 9.1 9.5

m Consumer price index May 99 0.0 0.4 Interest rate Dec. 98 3.38 3.74

jJrï^"Greece Gross domestic product 1997 3.2 Current balance Mar. 98 -0.82 -0.75

» Leading indicator Dec. 98 -0.2 0.6 Unemployment rate
IT

Hungary

Consume

Gross dot

r price index May 99 -0.1 2.4 Interest rate Jun. 99 8.70 11.70

nestic product Current balance Apr. 99 -0.18 -0.06

+ Leading indicator Unemployment rate May 99 9.8 9.7

Consumer price index May 99 0.7 8.9 Interest rate May 99 14.90 18.40

4^^ Iceland Gross domestic product 1997 4.4 Current balance Q4 98 -0.05 -0.07

J Leading indicator Unemployment rate May 99 1.9 3.0

*^
Consumer price index Jun. 99 0.8 2.6 Interest rale May 99 8.07 7.30

jr Ireland Gross domestic product 1997 10.6 Current balance Ql 99 0.50 -0.20

jjr Leading indicator May 99 -1.2 3.5 Unemployment rate May 99 6.8 7.9

4ff Italy

Consume

Gross do

r price index May 91 0.5 1.5 Interest rate Dec. 98 3.22 6.07

-nestic product Ql 99 0.2 0.9 Current balance

V

Leading indicator Apr. 99 -0.4 -1.8 Unemployment rate Apr. 99 12.0 12.3

Consumer price index May 99 0.2 1.5 Interest rate Dec. 98 3.38 6.08

J^Japan Gross domestic product Ql 99 1.9 0.1 Current balance Apr. 99 7.39 8.04

J Leading indicator May 99 -0.6 4.5 Unemployment rate May 99 4.6 4.1

ft Consumer price index May 99 0.0 -0.4 Interest rate Jun. 99 0.07 0.58
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% change from:

previous previous

period year
current same period

period last year

1
Gross domestic product Q 1 99

Leading indicator

Consumer price index Jun. 99

7.2 4.9 Current balance Apr. 99 2.02 3.59

Unemployment rate May 99 6.4 6.9

-0.6 0.6 Interest rate May 99 6.20 18.30

3.7 Current balance

0.3 -2.1 Unemployment rate May 99 2.8 2.9

0.3 1.2 Interest rate
fc

Luxembourg Gross domestic product 1997

Leading indicator May 99

Consumer price index May 99

V
Mexico Gross domestic product Ql 99 0.9 2.3 Current balance Q199 -2.92 -3.06

Leading indicator Mar. 99 2.3 5.6 Unemployment rate May 99 2.5 3.2

Consumer price index May 99 0.6 18.0 Interest rale May 99 21.02 18.85

^^^etherlands Gross domestic product Ql 99 0.7 2.9 Current balance Q3 98 4.82 6.40

JP Leading indicator Apr. 99 0.8 1.6 Unemployment rate Apr. 99 3.3 4.2

*»4VfJH
Consumer price index May 99 0.0 2.3 Interest rate Dec. 98 3.33 3.69

\Ncw Zealand Gross domestic product Ql 99 1.1 1.7 Current balance Ql 99 -0.48 -0.28

Leading indicator Unemployment rate Ql 99 7.2 7.2

f Consumer price index Ql 99 -0.3 -0.1 In 1 crest rate May 99 4.67 8.88

.tftfftorway Gross domestic product Ql 99 0.6 1.4 Current balance Ql 99 0.17 1.02

J Leading indicator Apr. 99 1.0 0.9 Unemployment rate Ql 99 2.9 3.3

9
Consumer price index May 99 -0.1 2.5 Interest rate May 99 6.66 4.47

^^^oland Gross domestic product Current balance Sep. 98 -1.29 -0.45

f$ Leading indicator Unemployment rate May 99 11.8 9.9

Consumer price index May 99 0.7 6.5 Interest rate May 99 12.24 21.50

Jhrfonugal Gross domestic product Q4 98 2.4 2.8 Current balance Q2 98 -1.49 -0.49

Leading indicator Feb. 99 -3.5 -7.5 Unemployment rate May 99 4.7 4.9

Consumer price index May 99 0.1 2.3 Interest rate Jan. 99 3.10 4.84

^^_ Spain

I

Gross domestic product Q4 98 0.7 3.6

Leading indicator Apr. 99 1.2 2.5

Consumer price index May 99 0.0 2.2

Current balance Apr. 99

Unemployment rate May 99

Interest rate Dec. 98

-1.03 0.30

16.2 19.0

3.36 4.83

Sweden Gross domestic product Ql 99 0.4 4.1

Leading indicator Apr. 99 1.4 1.1

Consumer price index May 99 0.2 0.1

Current balance

Unemployment rate

Interest rate

Apr. 99 0.46

May 99 6.8

Jun. 99 2.97

0.14

8.9

4.20

Switzerland

* T*
Gross domestic product

Leading indicator

Consumer price index

Ql 99 0.3 1.1 Current balance Ql 99 6.30 5.28

May 99 0.1 2.1 Unemployment rate May 99 2.8 4.0

Jun. 99 0.1 0.6 Interest rate May 99 0.91 1.51

Turkey 3.3Gross domestic product Q 1 99

Leading indicator

Consumer price index Jun. 99 3.3

.6

64.3

Current balance Q4 98 1.73 -1.31

Unemployment rate Q4 98 6.2 6.9

Interest rate Jun. 99 76.91 65.75

United Kingdom Gross domestic product Ql 99 0.0 0.7

Leading indicator May 99 1.3 4.4

Consumer price index May 99 0.2 1.3
i

Current balance Q199 -2.99 -1.11

Unemployment rate Mar. 99 6.3 6.4

Interest rate Jun. 99 5.12 7.62

United Slates

m
Gross domestic product Ql 99 1.1 4.0

Leading indicator May 99 -0.3 1.2

Consumer price index May 99 0.0 2.1

Current balance Ql 99 -68.58 -43.02

Unemployment rate May 99 4.2 4.4

Interest rate Jun. 99 5.13 5.60

Definitions and notes

Gross Domestic product: Volume series, seasonally adjusted except for Portugal; Leading
indicator. A composite indicator, based on other indicators of economic activity
(employment, sales, income, etc.), which signals cyclical movements in industrial production
from six to nine months in advance; Consumer price index: Measures changes in average
retail prices of a fixed basket oi goods and services; Current balance: S billion; not seasonally
adjusted except for Australia, the United Kingdom and the United States; Unemployment

rate: % of civilian labour force - standardised unemployment rate; national definitions for
Czech Republic, Iceland, Korea, Mexico, Poland, Switzerland and Turkey; seasonally
adjusted apart from Turkey; Interest rate: Three months, except for Greece (twelve months)
and Turkey (overnight interbank rate); .. not available
Sources: Main Economic Indicators, OECD Publications, Paris, December 1998.
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EMU

Facts,

Challenges
and Policies

OECD country surveys are
renowned for their unbiased

analysis of economic r	
performance and
policy. Now OECD
experts have taken
a long, hard look
at the euro zone. The

result is EMU: Facts, [

Challenges and
Policies. If the euro zone is your
business, then so is this book. Ifs

already a best seller.

www.oecd.org/bookshop/emu
www.oecd.org/bookshop/countrysurveys

OECD

A POTENT INSTRUMENT OF GLOBAL CHANGE

ma us$36 Dr


