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Housing and Social Integration
in Cities
In the face of new forms of social exclusion and increasing
disadvantage, it is becoming urgent that stronger links be developed
between distressed urban areas — often inner city or peripheral
social housing estates — and other parts of the city so as to bring
these neighbourhoods and the people who live in them into the
mainstream of economic and social life.

This publication, based on a wide range of experiences in |7
OECD countries, examines the role of housing policies as part of
multi-sectorial strategies aimed at critical urban problems such
as homelessness, the concentration of high rates of unemployment
in specific neighbourhoods, safety in the home and the street, the
impact of residential environments on health and well-being and
the problems and requirements of young people living in distressed
dareas.

(04 95 07 1) ISBN 92-64-14663-6
France: FF240; elsewhere: FF310 US$62 DM90

Urban Energy Handbook
Good Local Practice

Women in the City
Housing, Services and the Urban Environment

An environment that is better to live in must be created around
homes and in neighbourhoods, and health and safety in cities
ensured. Easier access to more affordable housing and to
employment within reasonable distance from the home are called
for. What are women’s contributions to these issues? What are
the gender dimensions of urban transport, for example! This
publication covers many of the main issues facing city authorities
as they plan for the future, and makes the case for increasing the
role and contribution of women to urban policy-making, for the
benefit of all — women and men, the young and the elderly.

(04 95 05 1) ISBN 92-64-14570-2, | 70pp
France: FF140; elsewhere: FF180 US$37 DM50

ECMT (European Conference
of Ministers of Transport)

Bound Table 98
Interurban Transport Costs

Cities in OECD countries are responsible for
60-80% of total energy consumption.This causes local
pollution and contributes significantly to global
environmental damage. This publication, based on
more than 40 case studies, underlines the role cities
may play in promoting less energy-intensive forms of
urban development and management, provoking less
environmental damage.

(04 95 01 1) ISBN 92-64-14335-1, 230pp
France: FFI90; elsewhere: FF245 US$46 DM75

The perspective of pan-European integration places
inter-urban freight and passenger transport alike in
key positions in European economies. But related
factors — accidents, disamenities, wasted energy and
so on — make the overall cost of such transport
extremely high. Because the international division of
labour necessarily leads to heavier traffic flows,
detailed analyses of the cost of long-distance transport
are essential. Examining the economic and policy
issues involved is a must.

Urban Travel and Sustainable Development

Increasing car traffic in cities causes congestion, air-pollution and
accidents, and creates risks of global warming. This trend is
becoming progressively unacceptable to the governments of many
countries. A number of national and local authorities are now
endeavouring to reduce car travel in cities.

This publication, covering 20 countries and 132 cities,concludes
that sustainable urban development requires strong new policy-
instruments, a mix of better traffic management, improved land-
use planning, higher standards and substantially higher charges
for using cars.

(97 95 04 1) ISBN 92-64-14370-X, 240pp
France: FF200; elsewhere: FF260 US$48 DM79

(75 95 01 1) ISBN 92-821-1198-0, | 18pp
France: FF120; elsewhere: FFI 55 US$29 DM47

Cities for the 21st Century

Improving urban quality of life requires new visions of what cities
are, and can be. Social disaffection, poverty, joblessness,
environmental deterioration and economic decline are all
exacerbated by local community difficulties in adjusting to
structural economic change. Decision-making must be shared
among private-sector entrepreneurs, citizens' groups and
government to address problems of modern architecture, the
conservation of resources, voter apathy, welfare expenditure and
the globalisation of trade. Can participation and integration be
achieved on issues or policies that have a direct impact on cities?
In this eclectic arena of city life, taking effective steps toward
improvement is daunting. This report addresses these issues and
challenges local and national authorities, urban dwellers and
entrepreneurs, to unite their efforts to improve the city.

(04 94 01 ) ISBN 92-64-14287-8, 178pp
France: FF160; elsewhere: FF210 US$39 DMé3
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Why Cities Matter to the

Jean-Claude Paye, Secretary-General of the OECD

ore than 70% of the people in OECD countries
live in cities. and the degree of urbanisation
worldwide is rising to over 50%. Within the next
Jifteen years. China is expected to build
additional cities to house a population larger
than that of the European Union. Urban living conditions

therefore define the quality of life of more than half of

mankind. and increasingly affect the lifestyles and opportunities
available to people in rural regions as well.

Cities support three processes that are critical to economic
development: the cultural familiarisation of social groups and
peoples to modern life. with its emphasis on education,
information and communication: the integration of different
sectors and markets, providing more productive uses of labour
and capital: and innovation in institutions and enterprises that
develop new services and products to meet peoples’ needs.

The global economy is increasingly organised around wrban
settlements. There was a time when only three or four cities
dominated the world economy —Venice or Constantinople in

the Renaissance. London and New York in the era of

industrialisation. But today the global economy has no centre;

it is polycentric, composed of regional clusters or networks of

cities that thrive within different parts of the world, linked by
trade and communications.

This polycentricity is increasingly viable now that national
governments are decentralising their functions and trying to
reduce deficits. The older pattern of smaller and medium cities
in a country linked to the world through a single major trading
centre corresponded to a time when national governments
regutlated the relations between their internal economies and
the world at large; then it made sense to treat urban policy as a
kind of domestic policy. Now. by contrast, given the reduction
of trade barriers and the expansion of world trade at a rate
Jaster than that of domestic economic activity. cities of all sizes
must be recognised for their capacity to participate in and
contribute to the global economy. Cities that are more
compelitive, and more open to investment and innovation, dare

The OECD OBSERVER No. 197 December 1995 fammery 1996

better able to develop economic strategies that build on their
strengths. They can no longer be treated onlywithin a national

Sframework.

Quer the past decade cities have sustained enormous changes
in their infrastructures. in their economic activities and
employment patterns, and in social bebaviour and lifestyles.
Indeed. their adaptability bas been a major factor in the speed
with which globalisation has changed economic patterns, as
people have learned to cope with change and manage risks
more rapidly. It is thus tempting to draw the conclusion that
they will have the capacity to do so in the future. But there are
limits to bow much change they can absorb. It istherefore critical
to ensure that the cities of the OECD countries have the means
and ability to master the consequences of rapid economic
change. They can do much on their own — but not everything.
If national governments fail to ensure a viable future for cities,
global economic and social development will be compromised.

A well-rounded national economic strategy cannot ignore
the spatial structure of the economy. and the qualities and
characteristics of the cities in which so much economic activity
is located. Macro-economic policies and urban development
are more and more interrelated. A clearer understanding of
these links is essential. The property market, housing and
infrastructural investment are more and more sensitive to the
bebaviowr of a globalised economy. to foreign investment and
1o patterns of mobility. Innovation in science, technology and
business is increasingly shaped by the institutions of research
and bigher education located in cities. And the evolution of
transport and communications infrastructures shapes land-
use and environmental conditions for business, government
and housebolds.

These considerations are of vital importance to local

government, to the people who live in cities, and to the firms

based there. How these issues are addressed will affect the
climate of confidence and the readiness of people and
communities to confront change creatively and constructively.
And when these questions are neglected or policies badly



Editorial

Wealth of Nations

designed, the consequences can be fairly immediate and
dramatic. Housing markets can be distorted, making it difficult
for people to obtain affordable housing or to move. Banks and
housebolds can find themselves saddled with unmanageable
volumes of debt. Municipalities can face wnanticipated

expenses, with implications for taxation and the quality of

public services. Firms can face problems with space or labour,
meeting environmental standards, and controlling costs. The
cumudative impact of such problems in individual cities can
affect national economic outpud, the availability of credit and
consumer demand.

Indeed, to an extent that bas not yet been appreciated, the
problems of national economies are in part caused by the social,
environmental and economic problems accumulating in cities.
Urban-based policy can thus contribute {o restoring growth.
especially through improving the operation of cities as market
economies that favour entrepreuneuiship.

Meeting these challenges will require new forms of public
policy, adapted to local circumstances. If the role of central
government is more and more lo establish broad guidelines,
the cities that are left to meet their various goals will requiire the
resources necessary for the task, and the flexibility to work
horizontally across metropolitan regions and with the private
sector. It is not simply more urban investment that is necessary
but more investment in new ways if what already exists is to be
modernised and what is missing to be added.

The new approach requires the capacity to set priorities ane

direct resources, to co-ordinate between different tiers of

government, to improve public participation, to integrate all
sectors of the population into the productive economy, and to
take account of the environmental consequences of urban
activities and lifestyles. This is a complex and broad agenda
which challenges the sectorial structure of goverment —
municipal, regional and central. Economic growth, by itself.
will not be enough: without changes in policy. cities will be less
productive than they might be. with results that will be
detrimental lo societies and econonies (‘.*f'ﬁ.*_'}?."af?f!rc.

This task will require political leadership and active
participation in local democracy. as well as the close
involvement of the private sector. Such co-operation will be
critical if OECD and non-OECD countries alike are to find new
ways to govern themselves wisely— indeed. urban issues provide
an excellent basis on which countries at many different stages
of economic achievement and wealth can co-operate. Unless
representative democracy and civic culture can be made
effective on these issues, cities will not evolve in ways which
meel the collective purposes of their inbabitants.

The OECD can belp promote and diffuse innovations in
policy, maintain progress toward freer trade, and provide
governmenis with a framework for policy co-ordination. New
solutions to wurban problems may emerge anywhere inthe world.
and be adapted elsewhere. The real flow of information and
expertise, of goods and of services, will be essential. Alreacy. in
the years following the UNCED conference on the environment
in Rio, scores of cities worldwide bave joined together in new
networks to make progress toward environmental godals.

Critics of conurbations have always argued that cities — or
at least very large ones— are a threat to economic, social and
political stability because urban conditions are difficult to
predict and control. In the past, apocalyptic predictions of
collapse have tended to exaggerate their vulnerability to external
shocks or to internal problems; in truth. cities bave demonstrated
considerable resilience. History shows that people learn to resolve
problems that are as difficult to anticipate as they are complex.
Now:. in a more and more densely populated world. spreading
the capacity to adjust across a number of cities — rather than
concentrating it in a limited number of megacities — may well
be a wiser basis on which to organise the capacity of the OECD
countries to adjust and grow.
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Cities

and the Global Economy

Josef W. Konvitz

In the 1980s cities contributed to the growth and development
of the global economy by providing opportunities for firms and
households to make use of innovations in transport,
manufacturing and information. Yet, paradoxically, those years
did little to provide a basis for long-term, sustainable wurban

growth.

apid economic growth in the 1980s
encouraged planners and investors
to enlarge cities through outward
expansion and by increasing the size
and number of buildings, with con-
sequences that included pressure on rural areas
and coastal zones, and wide swings in property
and housing markets. An increase in economic
activity enabled people to travel more, princi-
pally by car, leading to increased congestion, a
deterioration in air quality and an aggravation of
noise problems and heightened dependency on
oil. Changes in the role of basic manufacturing
in the economy, and of the income and family
structures of households, altered the economic
viability of many neighbourhoods, provoking a
redistribution of population within cities and
international migration on an unprecedented
scale. These fiscal strains between central gov-
ernments and municipalities affect the ability of
cities to adapt to social change, technological
innovation and environmental problems.

In a global economy increasingly character-
ised by the mobility of capital and of people,
the quality of life is a major factor in strategies
for economic development. Not only does the

Joset W. Konvitz works in the Urban Affairs Division
of the OECD Territorial Development Service,

quality of life affect the productivity of people
and their willingness to invest in their commu-
nity; it also influences decisions by firms to
locate offices and plants. Although less tangible
than a port facility or a manufacturing complex,
the factors governing the quality of life can be
defined and, in some instances, measured:
journey-times to work; the ratio of house prices
to income: the quality of the housing stock; ease
of access to other cities and leisure areas; open-
ness to other cultures; the quality of the educa-
tion available; responsiveness of the public sect-
or; the quality of legal and financial services and
of institutions to resolve conflicts and disputes;
the mental and physical health of the popula-
tion; and the number of new firms and jobs.
These factors matter more now because indi-
vidual cities are no longer as closely associated
with particular economic sectors as once they
were. Many cities thus no longer enjoy a com-
parative advantage based on past successes, or
on the fortunes of geography. Human develop-
ment, social infrastructure and environmental
conditions' all influence economic potential.
The divorce between a city and its primary

business can be illustrated with the example of

Detroit, whose name still symbolises the Ameri-
can automobile industry. Most manufacturing in
Michigan now takes place outside of the city

The OECD OBSERVER No. 197 December 1995 Fanuary 1996 6

proper. in the suburbs, or in one of Michigan's
medium-sized cities, such as Lansing, Flint or
Ypsilanti. The physical decay of Detroit and the
widening gap between urban and suburban
incomes create a spiral of decline that is difficult
to arrest when businesses can easily locate their
activities elsewhere. Increasingly, manufacturing
plants are to be found along a superhighway
that extends from northern Ohio to Tennessee;

Japanese and European car companies have all

located plants outside the traditional area of car
production. In this instance the name Detroit has
come to refer to the economic power of a sect-
or, not to its spatial organisation.’

Another example of how the ties between
cities and sectors are unravelling is provided by
the relationship between the financial sector and
some areas of New York or London. In both
cities, port facilities explain the emergence and
growth of the financial sector. In both, the port
has declined in its importance in the local
economy. And in both cities, the financial sector
was able to grow despite the collapse of mari-
time activities. But now many back-office
operations are being transferred to suburbs or,
in some cases, to cities remote from the head-
quarters of banks and investment firms. In
London and New York, indeed, the recent domi-
nance of the financial sector in the local economy
may become a liability for the future, if nothing
else emerges to generate employment and con-
centrate business.

Several characteristics of the new global
economy have a bearing on cities. International

1.5¢e pp. 17-22.

2.0t is revealing that some traditional terms af econonic
geography such as port, hinterland’ and ‘foreshore’,
which refer to monocentric, bierarchical networks, are
useel less frequently than ‘region’, ‘cluster’ and ‘network’
which describe interdependent and polycentric petterns.

3.5¢ee pp. 12-14.



One of the hallmarks of the global city: ease of access to other parts of the world.

capital movements give them access to credit
worldwide. Telecommunications permit firms to
co-ordinate work in many places without the
friction of time.* Container shipping and air cargo
can move unprecedented volumes of goods over
long distances at lower cost and with minimal
handling.

During the commercial revolution of the
16th-18th centuries, and the industrial revolu-
tion of the 19th, cities sited near primary re-
sources or on major navigable routes enjoved a
comparative advantage. Pittsburgh, for example.
sat at the confluence of two rivers with access to
coal, and between the Atlantic seaboard and the
Middle West.

Today, by contrast, accessibility is no longer
the privilege of a few cities. As a result, the
world's networks of communication, trade,
manufacturing and finance are increasingly
polycentric. and give rise to clusters of regional
or metropolitan networks. The economic chan-
nels of today are no longer hierarchical, passing
from one of a small set of world cities (New
York, London, Paris, Tokyo) to those on the rung
below (Chicago, Manchester, Osaka), and so on

down, until provincial towns are reached. Cities
now require multiple pathways and connections

to one another within a region, and to other

clusters of cities in other countries. As a result,
opportunities to participate in the global
economy are more widely accessible to alert
enterpreneurs and city leaders.

What Cities
Have to Offer

The ease of relocating economic activities
from one place to another means that cities have
to offer business something more than access to
a supply of labour, resources and markets.
Cities want to draw attention to the high quality
of life they can offer, through investment, inno-
vation and the institutions they contain.

What a city can offer to investors depends on
its capacity to raise taxes and moderate spend-
ing, provide basic services for physical and so-
cial infrastructures, and maintain a long-term
perspective on such matters as transport plan-
ning and environmental quality. The capacity of

municipal governments to invest in their own
development should reassure firms that they are
unlikely to face major local shortages or bottle-
necks, or environmental constraints.

But two factors limit the capacity of cities to
develop long-term investment plans: voters
resist fees and taxes; and the existing volume of
debt may limit the amount of money that can be
horrowed and serviced now and in the future.
As national governments decentralise and
deregulate, these local constraints may force
cities to compromise projects for long-term
investment (expanding the capacity of their
infrastructure and improving the quality of the
services they provide) so that in the short term
they can maintain essential services.

Innovation is increasingly associated with
what is called the knowledge-based economy.
And the institutions of education and research
and the facilities of large companies are
predominantly in cities. The new ideas they
produce are responsible for many of the
productivity gains in manufacturing and for many
of the new services offered by the
expanding financial and communications

7 The OECD OBSERVER No. 197 December 1995/ fantary 1996



Cities and the
Global Economy

The docks allowed London to grow as a financial centre - but what sector will emerge to support the city
as financial operations are transferred to the suburbs and elsewhere?

sectors, In addition, the cultural sector. the
media and the entertainment industries, all largely
urban activities, generate employment for highly
skilled labour. Indeed, the capacity of individu-
als to move from one task to another, and their
capacity to develop fresh skills and absorb new
information, are keys to understanding the
capacity of many urban economies to shift from
one sector to another.

Increasingly, local and national governments
alike recognise that cities in the broadest sense,
composed of suburbs and urban cores, organise
and concentrate the key functions of the
economy: design and production, distribution,
finance, and the service sectors. It follows that
how urban problems are addressed and how
the future demands of cities can be anticipated
are two critical dimensions of how regions and
nations can improve their competitiveness. These
are institutional tasks. Community organisations
in particular have a role to play. But the frag-
mentation of cities over larger areas and more
jurisdictions makes it difficult for people to come
together to focus on general problems. For the
same reason, it is difficult for elected officials in

different parts of an urban region to identify a
common basis for development plans. It has yet
to be seen whether cities have the capacity to
develop the institutions for decision-making that
will work effectively in decentralised metro-
politan areas.

Cities have confronted similar challenges
before. At the end of the 19th century, for
example, when the beginnings of the global
economy tied the hinterlands of North and South
America to the industrial centres of the Atlantic,
new institutions were created for metropolitan
government and for the management of major
infrastructural systems on a regional scale — the
unification of the City of New York and the port
and water authorities, say. Private and public
funds were committed to modern rapid transit
systems (streetcars, subways) and to public health
clinics and hospitals. And new research institu-
tions, universities and an expanded public school
system created a better educated public and a
range of new inventions and ideas that trans-
formed technology. But the opportunities pro-
vided by social change, economic growth, tech-
nological innovation and environmental aware-
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ness today have vet to find their expression in
visions of cities of the future that are at once
bold and practical.

Successful cities are characterised by several
common features. They have a wealth of inform-
ation about current conditions, and a capacity
to undertake policy-oriented research. There are
strong links between business. educational and
cultural institutions, and community groups. They
house organisations that generate public partici-
pation in decision-making. They have a sound
investment plan that includes environmental cri-
teria and goals. They contain institutions and
mechanisms that improve co-ordination horizon-
tally, across different sectorial units in govern-
ment, and vertically, between different tiers of
government. And they are home to thriving
local markets which enable local firms to supply
one another and which respond to demand by
expanding the range of goods and services avail-
able. both through imports and exports.

A strong economy is not enough, on its own,
to solve urban problems. Whether a city is new
or old. or growing slowly or rapidly, matters less
than whether local and national governments
are prepared to develop policies and guide in-
vestments that are appropriate to their require-
ments. And an international perspective is
increasingly necessary even when local issues
are at stake. Already there are innovative cities
responding to the challenges of the global
economy. In a world that is increasingly urban-
ised, the global economy can grow only if cities
can absorb the impact of economic change. =
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Entrepreneurial

owns

Mario Pezzini

What benefits do firms competing in a global market draw from

remaining concentrated in towns, particularly in small and
medium-sized towns? And what conditions should a town offer

to give these firms opportunities and an environment that
supports and maintains their comparative advantages?

irms do not grow in autarky, alone

and isolated from external develop-

ments. Their competitiveness evolves

as much as the result of the in-

dustrial fabric in which they are
rooted — a phenomenon of metropolitan cities
and provincial towns alike - as of their indi-
vidual internal capacities, habits, skills, routines
and cultures.

Some of the reasons are obvious. A firm in
close proximity to its subcontractors and cus-
tomers, as well as to ports, airports and rail
facilities, has obvious advantages in transport
costs. Moreover, if it can rely on high skills from
the local labour market, complemented by for-
mal and on-the-job training, it will have clear
advantages in its ability to exploit innovative tech-
niques. Not least, recent developments such as
‘just in time’ manufacturing, ‘zero quality defects’,
and ‘single-minute change-of-die’ (rapid tool-
change) techniques call for consultative and sus-
tained co-ordination between firms and their
customers and suppliers to prevent bottle-necks.

Most of all, the quality of the local industrial
fabric is crucial for small enterprises which, be-
cause of their size, cannot internalise all the
phases of production and services they have to
master and are thus heavily dependent on ex-

Mario Pezzini specialises in social and industrial issues

in the Lrban Affairs Division of the OECD Territorial
Development Service.

Urban Affairs

Analysis

firms, as well as between skilled workers, is
nonetheless often improved by physical prox-
imity. When knowledge and experience are dif-
ficult to codify, store and transmit, and when
experts with complementary specialisations must
simultaneously decide whether and how new
techniques and machines are to be used or
adapted to meet ever-changing operating require-
ments, client firms and subcontractors have to
be physically close to one another. The same is
true of the development of trust in working re-
lations. Indeed, the sense of physically belong-
ing 1o a community is a basis for the sharing of
conventions, norms and repetition which help
in establishing inter-firm co-operation. For with-
out trust, transaction costs are high, lawyers flour-
ish and the drafting of contracts takes time and

Industrial fabric? Carpi, a small town of 60,000 inhabitants in the north of Italy, is home to 750 micro-
companies which, through 1,900 subcontractors, sell clothes to the international market.

ternal sources of supply, product designs, and
services if they are to be able to specialise and
thereby attain advantages in quality and cost.
Of course, improvements in information tech-
nologies and data transmission allow some kinds
of communication to be extended over longer
distances." The quality of relationships between

effort, the division of labour between firms is
limited by the fear that any party to an exchange
can hold up the others, with the result that
specialisation and flexibility are difficult to
establish.

1. Georges Ferne, A New Electronic Tool for Business',

The OECD Observer, Nu. 1906, October/November 19953,
see dlso pp. 12-14,
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Entrepreneurial
Towns

Logically, then, inter-firm relation-
ships frequently develop within the
same town or provincial area. They
have given rise to a wide range of
types of industrial agglomerations,
baptised by researchers as ‘industrial
districts’, local productive systems’,
network-firms’, ‘local clusters’, and
so on. There are numerous exam-
ples in the clothing industry. In the
town of Carpi (which has 60,000 in-
habitants), in northern Italy, there are
as many as 750 micro ‘final firms
(those selling finished products)
working with 1,900 local and inde-
pendent sub-contractors to produce
and sell together into international
markets products similar to those of
the more famous Benetton firm,
which has some 380 subcontractors
in the area of Treviso working solely
for and around the mother firm. In
turn, Benetton competes with the
Lacoste brand produced by
Devanlay, a corporation with large
plants and subcontractors concen-
trated in the town of Troyes (France).
And these firms compete with
others agglomerated in the towns
of Leicester and Nottingham (both
in England), Alcoy and Mataro
(Spain), Cholet (France) or the
Sentier neighbourhood in Paris, and
so on. An almost endless list could
follow with illustrations from foot-
wedr, machine-tools, micro-mechanics, ceramic
tiles, toys, furniture, glasses, panty-hose -
although this is, of course, an ages-old pheno-
menon, observed a century ago by the econo-
mist Alfred Marshall, writing then of Sheffield
and Lancashire.,

In all these instances, the industrial input-
output chain of conception, execution, market-
ing and commercialisation is organised in a vari-
ety of different ways, each with its own peculiar
combination of techniques, methods of transfer-
ring information, incentives, decision-making
models and control procedures. The common
thread is the interaction between firms which

consortia.

Small firms can make credit easier to obtain by grouping themselves in

share the same location. Once a particular eco-
nomic community has emerged, the local envi-
ronment in which firms are situated is a crucial
source of competitive advantage. Industrial fab-
rics like these represent an important part of the
economic structure of industrialised countries, a
characteristic that has been neglected because,
though they are visible in metropolitan urban
settings, they are less evident when located in
provincial towns.

Policies intended to foster the competitive-
ness of firms should thus increasingly take ac-
count of the local productive fabric as a focus
for analysis and initiative,
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Endogenous
Development

Until now this has rarely been the
case. First, national policies are con-
ceived to focus almost exclusively on
individual firms as if they were isolated
units. They therefore underestimate the
extent to which firms are bound to-
gether in divisions of labour and
through proximity, so that the fate of
one particular firm is tied to that of
other productive units and benefits
from local externalities. Second, local
policies are often almost exclusively
focused on attracting exogenous invest-
ment. But since there is a limited
number of ‘nomadic” branch plants
(those with no severe constraints on
location) towns enter into tough, highly
competitive games in an attempt to out-
bid one another, investing so much
effort that even the winners do not get
the returns they had hoped for, and
resources are wasted.

Fortunately, in the last few decades
various types of experiments to foster
endogenous development have been
tried by local authorities, sometimes en-
couraged by central government: local
employment agencies, incubators, con-
sortia, network hubs, industrial parks.
Some small and medium-sized towns,
for instance, have promoted special
financial arrangements for small firms in the area.
They have good reason to do so. Banks prefer
to secure loans with property, and find financial
criteria an unambiguous means for assessment.
But since new firms will lack financial statements
(giving the re-sale value of propenty or precise
measures of past performance), banks instead
demand detailed market information and judge-
ments of entrepreneurial potential. Yet this in-
formation will mean little to people outside the
industry concerned, unless it is computed by
sectorial studies, analyses of likely competition
and market research, which are all extremely
costly. The cost-benefit ratio of generating this



kind of material in the case of small firms is thus
prohibitively high, distorting the supply of credit.

Consortia of small firms can both help re-
duce these costs and smooth out market imper-
fections. Approximately 3,500 artisans in the Carpi
area are members of an association that guaran-
tees the loans its members take out with ordi-
nary credit institutions, and negotiates the inter-
est rate (usually 1.5% lower than the going rate).
Each member pays a fee which is combined with
contributions from local authorities. If a
member requires a loan, he or she goes to a
local office and obtains a report prepared and
assessed by fellow business people. The report
is forwarded to the hoard of directors of the
financial consortium, which is made up of seven
well-known artisans.

Such an arrangement can supply a low-cost
insider assessment of entrepreneurial ideas and
activities, since entrepreneurs of the same town,
often of the same industry, are usually appointed
to the board of directors; the consortium thus
has an intimate knowledge of both the individual
and the industry. Moreover, the consortium can
provide a strong incentive to pay back loans,
since a firm’s reputation with banks directly in-
fluences its relationship with local suppliers and
clients.

A second endogenous approach is through
the creation of quasi-public centres which offer
‘advanced services' to small firms in the main
industries of a town. There are many examples:
the Technological Institute in Elda. in the heart
of the footwear-producing region of Valencia,
the Institute of Toy Manufacturing established in
Ibi, also in Spain; the Centre for Textile and Cloth-
ing in Carpi; the Istituto Ceramico, which pro-
vides services to the area of Sassulo in northern
Italy, where the world's leading producers of
ceramic tiles are gathered; and Proteko in the
textile- and clothing-manufacturing district of
Boras in Sweden. The services involved are those
that small firms are not able to internalise
because of their size — say, the provision of
sophisticated machinery in mechanics or CAD/
CAM systems in clothing, the adaptation of
water leather-cutting machines for small batches
of production in footwear, the diffusion of
information about prevailing trends in fashion,

information on standards and quality require-
ments for the export of mechanical products in
distant markets.

Such centres use skilled professional man-
agement to organise support services for the
dominant industries in the town (knitwear, foot-
wear, ceramics, earth-moving and agricultural
machinery are examples that are frequently en-
countered). They can also be integrated into
existing related activities, such as training, tech-
nology. financing and market analysis. And the
firms themselves participate actively in organis-
ing the services they desire.

The market could supply many of these serv-
ices. But there may be insufficient demand to
sustain private supply in a provincial town. In
practice, that requires a centre to diffuse inform-
ation until the importance of its message is un-
derstood by the industrial community, at which
moment the market can be left to operate by
itself.

A third endogenous approach in provincial
towns and big cities alike is to establish net-
works. Small and medium-sized firms can thereby
link complementary skills, improving their com-
petitiveness by attaining degrees of specialisa-
tion and efficiency comparable to those of large
firms. Because of its size, as with the purchase
of advanced services, a small firm will generally
not be able to spread the costs of overhead funct-
ions, such as marketing and research, over a large
range of products or volume of output. It is thus
obliged either to raise costs, which reduces its
competitiveness, or it must avoid potentially
important areas of business. Specialisation — in
one product and phase of production, buying in
other specialist processes or services when re-
quired - is an alternative and can thus also
achieve economies of scale. In many cases this
strategy is underexploited.

The managers of small businesses often dis-
regard opportunities for inter-firm co-operation
even when some clearly identifiable economies
of scale are available to increase the competi-
tiveness both of individual firms and local areas
as a whole. In such an environment government
can provide a framework to moderate mutual
doubts about the reliability of potential partners.
In these cases, the measures recently in force -

Urban Affairs

Analysis

in Denmark, for example - range from grants
which offer incentives to establish networks with
other companies, to vigorous marketing cam-
paigns. An external catalyst or broker is required
to ensure transparency of information, the suc-
cessful resolution of conflicts between firms, and
continuity in running the network. This role can
be played by different individuals or institutions,
according to local circumstance and existing in-
stitutions. At present, advisers from trade asso-
ciations, banks, accountants and private consult-
ants are most in tune with the market-oriented
perspective of such networks — and they also
have a personal interest in their success.

The reasons for the success or failure of the
experimental projects that have been undertaken
all have to be understood if a long-term policy
approach is to be developed: whether they meet
the requirements of firms, how they are financed,
and how they are linked with measures intro-
duced by central government. But no in-depth
analysis has vet been undertaken. And the enor-
mous diversity of towns and cities - in economic
performance, internal organisation and in social
complexity - precludes a standard model of
development.

But one central feature of these experiments
can be identified: the direct participation of all
the individuals and institutions involved, not least
the firms themselves, is essential. All these local
elements could come together to constitute a
more or less formal policy network within which
tailor-made solutions to similar problems could
he jointly discovered, discussed and imple-
mented.
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Cities on the Information
Highway

Nicola De Michelis

The growing economic importance of information is bringing
about the global integration of national and regional economies
by providing firms with unprecedented degrees of flexibility in
where they choose to locate their activities. And information
and communication technologies are beginning to make capital
more sensible to small differences in local factor endowments
(such as labour skills, educational facilities, transport
infrastructure, access to financial services, the quality of the

environment, and so on) by diminishing the importance of

distance.

obody knows how information and
communication technologies (ICTs)
will influence the way people and
firms use space. They might allow
firms to manage complex organi-
sations that span wide areas and time zones, to
reach remote markets and permit firms to tap
under-used reserves of labour (through, for
example, teleworking) to compete more effi-
ciently in the global economy. Moreover, they
might allow households to obtain new services,

and ||L'][} to relieve part of the ‘diseconomies of

agglomeration” that make large cities less attract-
ive (congestion, pollution, overpopulation).

- Yet ICTs might also contribute to a2 more un-
even pattern of urban development, since they
depend on investment in infrastructure. With the
deregulation of the telecommunications market,
the basis for decisions on investment in ICT infra-

Nicola De Michelis is a consultant in the Urban
Affairs Division of the OECD Territorial Development
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structure is likely to shift from a supply-led, uni-
versal-service concept to a demand-driven
approach, focused in particular on major corpo-
rate users and, geographically, on large metro-
politan areas. In the United Kingdom 60% of
data-communication traffic is generated by 300
large companies; in Norway, only 25 companies
account for 40-50% of communications traffic
on the national data network; and in Canada,
05% of data communication traffic generated by
large multilocational organisations converges
in computer centres located in Metropolitan
Toronto. In a liberalised environment, com-
peting suppliers would tend to target the most
profitable sectors first,

In the United Kingdom, for instance, though
cable is developing rapidly, regional differences
are still substantial. Using as indicator the percent-
age of franchise homes passed by, and there-
fore potentially able to connect to cable systems,
a pattern of slow decline emerges, moving out
from the core (where 17.9% of franchised homes
had been passed in January 1993) to the emer-

12

Stetneiis

Information and communication
technologies - here transferring moving B
images down ordinary ‘phone lines - are
developing a number of novel business
applications.

gent regions (15.2%), followed by a sharp drop
in the industrial heartland (9.8%) and marginally
lower still in the periphery (9.5%)."

Such differences could affect the ability of
particular cities to attract new investments and
retain existing business. Indeed, according to a
survey of over 500 of the leading firms in
Europe.” the quality of telecommunications pro-
vision in a city is second only to ease of access
to markets, customers or clients in defining the
final choice of location.

A central reason for the concentration of eco-
nomic activities in urban areas has been the
opportunities they provide for interaction
between the customers and suppliers of goods

[ Local Foonomic De-
n Policy, de

Novenmber 1995

Real Estate Monitor, Healy & Baker, London




and services. The city is and always has been
the focus for processing and exchanging inform-
ation; and as information becomes more import-
ant in both production and distribution, the
strategic role of some cities is reinforced. Many
cities are, indeed, becoming the nodes of this
network-based economy, and in these ‘world
cities intelligent’ buildings - individual buildings
or groups of buildings whose functions (heat-
ing, lifts, lighting, air conditioning, security, and
so on) are fully controlled and managed by elec-
tronic systems — along with teleports, fibre-
optic networks and other advanced techno-
logies — are already part of the emerging infra-
structure. There are many examples in Japan:
the MM21 Teleport Project in Yokohama City,
the TWIN21 buildings in Osaka, the Makuhari
New Town in Tokyo, and the Kansai Cultural
and Scientific Centre in the Osaka Region; and
teleports in New York and Paris.

But other cities, located at the
periphery of the emerging network
economy and where jobs, income and
public service depend on the branch
operations of large firms, may find
themselves increasingly vulnerable to
processes of disinvestment and de-
industrialisation — which take place
extremely rapidly. Yet even if the pro-
vision of ICT infrastructure tends to
be concentrated in metropolitan areas,
ICTs do offer a range of opportunities
for improving the competitive position
of peripheral areas, by generating new
economic activities and by develop-
ing a number of applications -
teleworking, delocalisation of back-
office functions (data processing and
software development), telephone
booking and reservations, customer
inquiries, insurance operations,
telebanking.

All of these support a more even
distribution of information, services
and, ultimately, of wealth across terri-
tories. Advanced communication in
lagging regions allows firms to reach
the main hubs of economic activity
and to become more thoroughly inte-
grated in the economic system. The decentrali-
sation of certain economic activities — through
ICTs — can relieve pressure on urban centres (for
example, by reducing traffic congestion and
improving air quality). Tele-working, for instance,
may well moderate the impact of commuting.

Can Policy
Bridge the Gap?

How can national and local governments
guide the growth of ICTs so as to diffuse devel-
opment opportunities evenly across regions and
cities? Indeed, as the gap between the leading
cities with a strong position in the information
economy and the rest of the territory widens,
the possibility of global integration and national
fragmentation is already being perceived locally.
But although the central policy question is not
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one of introducing (or maintaining) complex
mechanisms of cross-subsidisation between
areas that are information-rich and others that
are poor, government action could nonetheless
be critical in supporting the local development
of applications so as to show more clearly the
economic advantages of using these technologies
in peripheral areas, both in cities and the coun-
tryside. Only such action could accelerate the
generation of the demand necessary to make
these areas profitable for companies thinking of
investing in ICT infrastructures.

Vigorous initiatives by the public sector could
also provide some evidence of the potential con-
tribution of ICTs to making public services more
efficient and bringing government closer to
citizens. The involvement of users - firms, house-
holds and individuals - could be crucial in
tapping local resources and meeting local
requirements.

Local government could concentrate on
devising financial mechanisms to subsidise the
connection of less favoured areas to the inform-
ation network, creating, where necessary, the
critical mass of demand to allow the private sector
to come in. This is, for example, what the city of
Bologna is trying to do. The administration
established a public local network (with limited
access to the Internet) where they provide a
range of traditional municipal services (informa-
tion about city events and local traffic, access to
municipal databases, the opening times of city
offices, and so on). The aim of the initiative is to
establish a two-way exchange of information
with citizens - and to promote the understand-
ing and use of ICTs. As the number of people
connected grows, so does the interest of firms
and business in using the network to offer their
products or services. Eventually, the system will
become self-financing, the municipality will step
back and become a provider of services among
others, and the running of the network will be-
come economically attractive, with enough cus-
tomers to entice private suppliers, But without
the initiative of the municipality, there would
have been no nerwork. Bologna is a rich city
and can afford such measures. But groups of
smaller towns could pool their resources to
finance this type of initiative across wider areas.
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Cities on the Information

Highway

TELEPORT PARIS-ILE-DE-FRANCE
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From intelligent buildings to intelligent urban areas: the Paris-ile-de-France teleport s part of the

emerging information infrastructure.

Some cities are already exploring the potent-
ial of ICTs in addressing a variety of social, eco-
nomic and community issues. In Bristol, in the
United Kingdom, for example, experiments are
underway to develop an ICT infrastructure to
circumvent transport problems and provide
access to information in run-down communities.
Cables linking houses, business, schools and
other organisations will provide access 1o local,
national and international information for
Hartcliffe, an area of Bristol that is isolated by

several miles from the city centre with no rail
service and poor road connections. The hope is
that it will improve the skills of the labour force,
encourage life-long learning and help to rebuild
a sense of community.

The Manchester ‘Host" initiative provides a
wide range of services to all the groups and sect-
ors of the city. It is the first municipally con-
trolled ICT network in the UK adopting quasi-
public methods of allocation to provide cheap.
effective and wide-ranging information and com-
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munication services (electronic mail and personal
mailboxes, fax and full telex facilities, bulletin
boards, gateways to other databases, and more)
to the voluntary sector, small and medium-sized
enterprises, disadvantaged groups, ethnic minori-
ties, disabled people and women'’s groups. It is
being run by a co-operative, and a set percent-
age of revenues from the commercial services
the system offers are recycled for non-commer-
cial applications, cheap access and special
applications — for disabled people, for example.

In Germany, the city of Bochum has installed
a network as a basis for a radical improvement
in the delivery of public services by the council;
and Cologne is undentaking a large-scale inner-
city redevelopment based on media. cultural
industries and telecommunications.

ICTs offer possibilities for development, but
they do not themselves define the direction it
may take. Telecommunications policy should
therefore be harnessed to other, complementary,
initiatives — such as regional policies, education
programmes and training schemes - if the qual-
ity of the information environment is to be uni-
formly enhanced across cities, rural areas and
regions. In addition, policies should remain flex-
ible enough to be adapted to new circumstances,
particularly in view of the uncertainty surround-
ing the evolution and use of ICTs. u
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Coping with Urban
 Disasters

Atsushi Ichikawa

Natural calamities — chief among them earthquakes, burricanes
and floods — bit cities particularly hard. Advance planning can

help reduce their impact.

n January 1993, in the space of 20

seconds, the Japanese harbour city of

Kobe was devastated by an earthquake.

The death toll reached 5,500, with total

damage estimated at $150-200 billion,
or about 4% of Japan’s annual GDP - although.
in view of the economic and cultural prominence
of Kobe, the wider effects on the regional and
national economy are difficult to forecast. The
catastrophe is one of a series that has brought
world-wide attention to the particular vulnerabi-
lity of modern cities to natural shocks.

The impacts of natural hazards are magnified
by inadequate or ill-suited human actions, such
as investment in hazard-prone locations or in-
sufficient safety measures, which play almost as
large a role in disasters as the forces of nature
themselves. Yet scientists, policy-makers and the
public alike have been slow to make the basic
distinction between preparedness for a disaster
and the event itself. Most of the research effort
and money devoted to disasters have been
directed towards the study of climatological and
geological causes, over which humans have very
little control, rather than of the wide range of
human actions which can make cities less vul-
nerable.

Economic losses from natural disasters
throughout the world have increased at least five-
fold since the 1960s. In the United States. for

Atsushi Ichikawa works in the Urban Affairs Division
of the OECD Territorial Development Service.

example, insurance pay-outs from 1990 until early
1994 were more than four times those accumu-
lated throughout the 1980s. The annual average
number of natural disasters across the globe re-
mained at about 250 from 1980 to 1992, but the
average annual economic loss jumped from
$15 hillion in 1980-84 to $40 billion in 1990-92.

This increase in losses has several interrelated
causes: high population-density, the concentra-
tion of economic activities, the growing
interdependence of urban systems such as trans-
port and telecommunications, the resulting com-
plexity of urban infrastructures, buildings that
are still designed without due attention to their
resistance to natural impacts, and environ-
mental degradation because of poor land-use
patterns.

Kobe, with a population of nearly 1.5 mil-

lion, had been growing strongly as a centre of

trade and tourism within the Osaka metropoli-
tan area. Although Kobe is geographically vul-
nerable to earthquake damage (it is situated on
a narrow strip of land between mountains and
the sea, and much of it is built on soft alluvial
soil rather than rock). it also illustrates the im-
portance of preparedness for natural shocks in
urban planning.

First, much of the housing stock consisted of
congested old wood-built neighbourhoods,
often mixed with small factory sites. They were
burnt out in the fire that followed the earthquake.
Although considerable efforts at fire-proofing had
been made through redevelopment and renewal

schemes in the city as a whole, the areas which
were developed largely before the Second World
War were not given a high priority in urban plan-
ning, partly because they were more difficult to
develop and therefore would have been less
profitable. Moreover, infrastructures, such as
trunk roads, green zones and other open spaces,
were not widely enough dispersed to halt the
spread of the flames.

Second, vital supply-lines such as water and
gas pipes and telephone cables had been in-
stalled in a haphazard, disorganised manner and
were thus swiftly disrupted, impeding the pro-
vision of emergency measures.

Third, the highways, railways and port facili-
ties proved to be more fragile than expected
(partly because of delays in improving the
resistance of existing infrastructure), and the
resulting interruption of services has done much
harm to manufacturing and trading. Japan's
largest container facility is at Kobe; what was a
hub of international trade is now in a state of
crisis because of the delay of reconstruction, and
ports in other Asian countries are benefitting from
the paralysis of Kobe.

Some of these characteristics (the preponder-
ance of wooden housing, for instance) may be
specific to Japanese cities but structural vulner-
ability in urban agglomerations can also be found
elsewhere in the world. The earthquake that
struck Mexico City in 1985 forced the govern-
ment 1o revise its plans for urban development
to take more account of measures intended to
increase resistance to earthquakes. Limits to
population density, restrictions on the height of
buildings and revised redevelopment plans of
the inner-city area were incorporated, backed
by new regulations.

Mitigating
the Impact

Historically, most government efforts to limit
the losses from disasters have concentrated on
massive investment in ‘disaster-proof facilities,
such as high-standard roads, dams, levees and
other structures — all facilities which have none-
theless been destroyed by disasters. Measures
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Coping
with Urban Disasters

to bring physical relief and assistance to affected
areas (politically, the most popular policy) ob-
viously do little to reduce the long-term growth
in economic losses.

Similarly, enormous resources have been
employed in devising forecasting and warning
systems in hazard-prone countries, although the
uncertainty that inevitably attends natural pheno-
mena means that these systems cannot be
reliable. One Japanese research centre has esti-
mated that a mistaken public warning issued on
the next ‘big one” (which has been a pre-occu-
pation for decades) could cause an economic
loss of approximately $7.2 billion per day.

Cities therefore have to be better prepared
for the advent of a disaster, better able to miti-
gate its impact, and thus to recover more
smoothly. The United Nations has designated the
1990s as the International Decade for Natural
Disaster Reduction, one of the main targets of
which is that all countries should have national
and/or local mitigation plans to address long-
term prevention, preparedness and community
awareness. The vulnerability of each city to
natural shocks then has to be assessed, the
results of this examination integrated into
pre-disaster urban planning, the link between
natural and socio-economic scientific analysis of
disasters strengthened. Such planning should
begin by examining the existing environment
and infrastructure. How well prepared is a city
to handle an emergency, and how smoothly can
reconstruction proceed? And what sorts of meas-
ures will make cities more resilient after natural
shocks? Many lessons can be generalised from
previous disasters and the ensuing rebuilding,
and how pre-disaster practice affects losses and
post-disaster development.

Although, in the aftermath of a major cata-
strophe, disaster policy attracts intensive media
coverage, mitigation and preparedness policies
are routine tasks that attract less attention. A basic
step in strengthening political commitment and
mobilising resources is the continued dissemi-
nation of information, through information
campaigns on urban risks.

It is mainly the individuals and firms who
own or manage properties who are responsible
for improving the effectiveness of mitigation and

preparedness policies. Public awareness and
community consensus thus have to be focused
on planning to change peoples’ priorities. And
could governments provide the private sector
with financial or tax incentives to induce more
investment in safety?

In many of the hazard-prone countries, the
insurance market is well enough developed to
share the risks of natural disasters. But insurers
have recently had difficulty in coping with the
mounting cost of catastrophic events; in 1992,
for example, Hurricane Andrew cost America’s
second-biggest non-life insurer $2.5 billion, and
several smaller companies went bankrupt. In
western Europe, too, insurance losses from
storms and floods are rising. It may be that in-
surance schemes do not provide clear incentives
to encourage urban residents and governments
to reduce risk. Urban-planning measures, such
as strict zoning regulations and building stand-
ards, should thus be reflected in insurance
premid.

A main factor in the speed (or otherwise) with
which an urban economy recovers, both socially
and economically, is the resilience of urban funct-
fons after a disaster. They thus have to receive
priority in investment decisions according to
evaluations of their relative importance. And
back-up systems should be developed through
the setting-up of alternative facilities and ser-
vices.

Reconstruction after a major disaster offers
opportunities for reducing future losses and im-
proving the attractiveness of cities. But the un-
certainty that disaster brings in its wake tends to
result in undesirable building which again exac-
erbates future vulnerability. A fixed moratorium
on reconstruction is often set as a compromise
between the opportunities and the immediate
needs of the victims, But an enormous number
of decisions have to be taken in a short span of
time on the building of temporary facilities and
on long-term reconstruction, usually provoking
substantial controversy among residents. Recon-
struction policies, using land acquisition and
compensation schemes established in advance
of an emergency and in consultation with resi-
dents, would help ensure that the rebuilding was
of high quality.
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The Kobe earthquake caused over 5,000 deaths
and damage estimated at $150-200 million.
What lessons can be learned to prepare other
cities at risk of natural disasters?

In most cases, it is local governments that
operate disaster-mitigation programmes, although
central government often has a substantial
amount of control over them, as well as provid-
ing much of the funding. It is frequently unclear
how responsibility should be shared between
central, state or regional and local governments.
National authorities could shift to lower tiers of
government some of the resources allocated to
relief programmes to support pre-disaster initia-
ves.

Safety is a vital element of a sound urban
economy, as well as a precondition for the qual-
ity of life. Although major natural disasters are
rare, international co-operation in exchanging
experience and information on urban disasters
would do much to discover and design more
policy options that make it easier to cope with,
and recover from, them. a
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Improving the City
- Environment

Josef W. Konvitz

All around the world cities are under severe environmental
pressure. Water supplies, traffic congestion, air pollution, noise
and waste disposal cause very similar problems in cities that
are otherwise quite diverse. And attempts to improve conditions
usually run into a range of difficulties. Indeed, environmental
problems often persist for years before governments — nationdl,
regional and local — make any major effort to address them.!

ome people refer to urban ‘environ-

mental sustainability’ as if a city can

be planned and built to minimise its

impact on the environment. But

cities, like ecosystems, are dynamic.
The pursuit of sustainability - development with-
out long-term environmental damage — requires
constant adjustment and change in response to
the interaction of man and nature.

An “ecological city' is thus characterised by
the degree to which environmental considera-
tions are incorporated into decision-making in
public and private sectors alike. A town with
poor environmental conditions but with a
strategy for dealing with them is thus closer to
the ideal of the ecological city than one with
relatively few problems but with no coherent
plan for protecting or improving its environment.

Detailed documentation of conditions in the
urhban environment in past centuries is so in-
adequate that it is difficult to determine exactly
how the present day compares with the past,
although physical evidence, pictures and

Josef W, Konvitz works in the Urban Affairs Division
of the OECD Temitorial Development Service

verbal descriptions make it clear that congestion
and pollution have been present for centuries.
The burning of coal for heat produced warmth,

but the fires increased air pollution and thus led
to a rise in respiratory problems - a problem that
began to be addressed only halfway through this
century. Rapid transport and suburban homes
lit by electricity and heated by gas are obvious
improvements over horse-drawn carts and homes
heated by coal. But the pattern of development
organised around ever-expanding suburbs con-
tributes to the increase in accidents, air pollu-
tion, noise and congestion, and to a loss in open
green areds.

These examples illustrate two important
points, The first is that solutions can never be
permanent, because new problems are always
emerging. Second, new ideas, technologies and
innovative strategies are required if cities are t©
adapt to change.

How the cities in OECD countries address
their environmental problems is important for
several reasons. First, improvements in the ur-
han environment will bring improvements in the
quality of life of all citizens. There are economic
1. The Ecological City: Urban Policy for Sustainable

Development, OECD Publications, Paris, forthcoming
1996

A city that can be described as ‘ecological’ incorporates environmental considerations into its decision-
marking procedures. Copenhagen now insists that new firms be located within 500 metres of public
transport - which takes traffic pressure off the city centre.
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Improving the City
Environment

FOCUS

Why Urban Indicators, and for Whom?

Ariel Alexandre

The OECD, in conjunction with the city of
Rennes, the World Health Organisation (WHO)
and the European Commission, held a confer-
ence on urban indicators on 3 and 4 April
1995. Its purpose was to find out whether
urban change— economic, social or environ-
mental = could be measured simply and
quickly from within (hy the city authorities or
the community) or from the outside (hy other
cities, observers, central government or inter-
national bodies).!

All those concerned awith cities, in whatever
position, requive various kinds of measure-
ments lo judge a wide variety of local situa-
tions. Yet these measurements, if they are to be
practical and manageable, have to be straight-
Sorward. Many mayors would like ‘at a glance’
tables 1o belp them assess the state of their city
at regular intervals, Central government would
likewise appreciate up-to-date local inform-
ation to help them modify their policies and
adfust their financial aid.

What reference tables exist are all too often a
Jumble of unrelated, wweighted and largely
meaningless statistics. Urban indicators, in a
sense, are rather more than statistics while
simultaneously being less than statistics. They
dare more, since they try to diagiose the reasons
Sor problems rather than merely note the sympt-
oms. They are less, since they sum up the rami-
Jications of complex situations in a bandful of
synthetic numbers.

Straightforward figures on population,
Jinance and taxation are no longer enough to
wnderstand, monitor and shape urban devel-
opment; the time bas come to develop supple-
mentary standards of measurement. The main
areas where new wrban indicators are required
are: population (demographic composition,
[foreseeable trends); local econony and employ-
ment; physical realities (housing, infrastruct-
ure, the condition of historic buildings): the
wrban enviromment (air poillution, noise, water

quality); social conditions (health, safety,
poverty), quality of life (arts, leisure activities,
the frequency and dependability of public
transport).

It is probably more desirable to create several
kinds of urban indicator. Some should lead (o
better communication between politicians, the
local population and the media. Others, per-
haps more detailed, should belp in the day-to-
day monitoring of city services, while taking
into daccount the differences between neigh-
bourboods. Yet another set, of interest to central
government and international organisations.
might serve to keep track of urban development
‘al a distance’,

If measurement of this kind helps to make
wrban policy more farseeing and effective, and
provided it is reliable and universally under-
stood, it could mark a big step forward in
improving and bringing more transparency (o
urban management.

The OECD conference discussed all these
issues. Several “batteries’ of indicators were put
Jorward. dealing with bousing, urban environ-
ment. public bealth, the management of city
services, and economic development.

But the development of urban indicators is
nol only on the agenda of several international
organisations: it is also the subject of active dis-
cussion among such cities as Rennes, Barce-
lona and Duisburg. It is therefore likely that in
d few years” time city policy-makers will have at
their disposal more efficient and varied tools
Jor observation and management than they do
foday.

L. The proceedings of the conference will be published by

the QECD in early 1996,

Ariel Alexandre is Head of the Urban Affairs Division
of the OFCD Territorial Development Service.
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benefits, too, not least from more jobs in the
environmental sector,” which already employs
over 1.7 million people in OECD countries and
is expected to grow at over 3% annually for the
rest of this decade. And improved efficiency in
transport and in the management of the built
environment will reduce the rate of increase of
energy consumption.” Moreover, advances in the
treatment of environmental problems, such as
traffic-related air pollution, waste disposal, sew-
age treatment and degraded land sites, in cities
in OECD countries may be adaptable for coun-
tries that are modernising rapidly, whether in
central and eastern Europe, Latin America or the
Asia-Pacific region. And unless urban environ-
mental problems can be controlled, the rate of
urban and of economic growth in Latin America
and in Asia will have social. economic and
political costs that will compromise the global
environment as well as the global economy.*

Hidden
Costs

Why is more effort not being made to tackle
these problems? Traffic congestion, for example.
is a major source of noise and air pollution be-
cause access to roads is generally free to the
individual user and no one has a cost incentive
to find the most efficient way of using the avail-
able - and limited - space on the highway; the
OECD estimates the average costs for its mem-
ber countries of congestion by urban traffic in
energy, pollution and time at 5% of GDP” Busi-
nesses would never tolerate as large a reduction
of productivity in their own operations, but they
can do little on their own to reduce the losses
caused by congestion, The same sense of help-
lessness about congestion, traffic noise and air
pollution affects the communities where
people live, whether in suburban neighbour-
hoods or city centres. For lack of any apparent
solution people and businesses alike appear to
wolerate the wasteful use of resources. The struct-
ure of government contributes to the problem:
the division of responsibility and resources dis-
guises the real costs of environmental diffi-
culties from public officials, and impedes the



co-ordination of strategies and policies to ad-
dress them.

Because environmental costs are distributed
across large numbers of people and firms, they
are easier to absorb. The 5% of GDP lost
through traffic congestion and pollution does not
come directly out of anybody's pocket. Govern-
ments, which are principally responsible for ini-
tiating solutions, thus do not feel any political
pressure to act, and likewise do not have a cost-
saving incentive. What makes this inactivity
particularly serious is that solutions — such as
changes in land-use patterns, co-ordinated with
a restructuring of transit systems — would require
immediate, and potentially large, initial ex-
penditures, principally by the public sector
itself.

Yet this neglect has a real cost both for cities
and for the environment as 2 whole. When such
problems accumulate, and when the social and
physical costs associated with them appear un-
manageable, people and businesses relocate,
often to the urban periphery.’ Some (unknown)
percentage of urban development may thus
represent not the growth of cities to accommo-
date new arrivals but the relocation of those
already in the area in the pursuit of a higher-
quality environment. This trend can be verified
to some extent where the rates of construction
activity is several percentage points higher than
the rate at which the population or businesses
are expanding.

Moving
Out?

Indeed, the market for land allows people to
save money by moving away from urban areas
that require investment before they can be im-
proved. Moving is not costless, of course, but,
hecause the growth of more attractive areas
appears less risky and more profitable. the in-
creased costs are more easily financed by lend-
ing institutions. By contrast, the fall in land
values in less attractive areas is often not enough
to attract mobile firms or households, and banks
are less willing to lend for investment in such
areas,
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Analysis

Suburban sprawl can leave facilities in city centres running at undercapacity.

As long as greenfield sites can be acquired
and developed easily, the market pressures to
redevelop older, inner-city areas will probably
be inadequate. Cities in OECD countries are
deconcentrating: population densities are de-
clining as households and firms spread out over
a larger area. In this way it can happen that some
parts of the city may be left with an infrastruct-
ure that can accommodate a larger number of
people or firms. And relocation simultaneously
deprives municipal governments of taxes to sup-
port existing facilities which now run at under-
capacity.

Paradoxically, the areas in decline often have,
for a time at least, more of the assets generally
considered to be important for long-term growth:
reasonable density, proximity of shopping to
housing, good transport networks, mixed-use
land patterns. By contrast, the areas where
growth is now occurring, on the outer edge of
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urban regions, often have few of these assets,
and will be difficult and costly 1o restructure.
In France, out of a total of 36,000 communes,
23,000 are ‘rurban’, that is, they are located on
the periphery of suburbs. They are inhabited by
13 million people and are growing at a rate of
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0.9% a vear, which is slightly higher than that of
the suburbs themselves. In the Toronto region,
33.000 hectares of rural land were converted to
urban use between 1966 and 1986, an area more
than half the size of the city of Toronto itself
(including its first ring of suburbs). The number
of hectares being developed to accommodate
each additional 1.000 inhabitants in Greater
Toronto has increased from a low of 23 hectares
per 1000 to 36 hectares. In Australia, 25.2% of
total population growth occurred in coastal
zones, principally in non-urban areas in north-
ern New South Wales and in Queensland, and
often in areas where a fragmentation of political
jurisdictions makes co-ordination and planning
difficult.

In some countries where suburban develop-
ment began early (in the middle of the 19th cent-
ury) and took the form of single-family housing
(Australia, Canada and the United States), gov-
ernment policies and investment programmes 1o
promote suburban growth met a widespread
popular demand fuelled by heavy immigration.
The re-organisation of suburbs to reduce out-
ward growth is now becoming necessarv: land
and water supplies will not be available in the
future on the same scale and for the same cost
as in the past, threatening to overwhelm
budgets for firms, households and municipali-
ties alike. In Toronto. Vancouver, Seattle, Bris-
bane and Melbourne, efforts to increase the den-
sity of suburbs and to re-organise transport are
being made by local governments acting co-op-
eratively on a regional basis. Widespread public
recognition that particular environmental ameni-
ties are in danger gave government the signal 1o
act.

Similar problems occur in European cities,
even in those with vibrant historic cores where
people of all incomes still live: more people than
ever before commute from a wider spread of
villages and towns. The region of Gothenburg,
Sweden, has 740,000 inhabitants. Seven in ten
of the region’s jobs are in the city, but every
third employee travels daily from suburbs to the
city centre, mostly by car. and long-distance com-
muting is growing at a faster rate than short-
distance travel. In Denmark the average com-
muting distance increased from 9.9 kilometres

in 1981 to 13.3 km in 1992-93. Car-use has in-
creased (and public transport has declined) in
part because three-fifths of new office space built
from 1980 to 1990 in Greater Copenhagen was
located over a kilometre from a railway station.
(Regional plans have been revised to specify that
new employment-intensive commercial space
should be located within 500 meters of trans-
port nodes.)

Comprehensive land-use and transport plan-
ning that involves all the political institutions and
communities of an urhan region is essential for
the future well-being of cities and their environ-
ment ~ a delicate task in an open society which
emphasises public participation in decision-
making, since information about urban environ-
mental trends is still far from complete.

What Signs
for Hope?

Air or water pollution generally comes not
from a large industrial plant that is identifiable
and could then be made to pay but from virtu-
ally all households and firms which use water
and land, travel more and more, and generate
waste. So without a major change in pricing and
taxing regimes (box, right) and fiscal policies
affecting home ownership or the depreciation
of new plants, for example, the ‘polluter pays’
principle simply won't change behaviour on the
requisite scale. As long as it is government that
has to bear the costs of improving the environ-
ment. government will be pressed to do more,
But it cannot afford to do so. Instead, individu-
als, households and business have 1o be faced
with the true costs of their decisions,

The business sector has today only a small
role in handling environmental problems. Pri-
vate firms are often best equipped o generate
employment in the environmental sector because
they can identify market demand and produce
innovations quickly to devise solutions that are
effective locally. But governments are only he-
ginning to create markets for environmental
goods and services by stipulating environment-
al standards in purchasing, bv using fiscal and
regulatory measures to stimulate demand, by lift-
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Can Pricing
Change Urban Travel?

Ariel Alexandre and Jack Short

Increasingly dispersed land-use patterns and
under-priced private transport in OECD coun-
tries are leading to excessive travel by car in
cities and their immediate surroundings. The
result is a growth in congestion. road acci-
dents. air pollution, noise and global warm-
ing. More and more goverinments, national
and local, are coming to view this trend as
undcceptable and are trying to adopt correct-
{ve measures in traffic management, land-use
planning and motor-vebicle technologies.

In the last ten years. traffic ‘calming’. a
combination of physical and regulatory meas-
ures to reduce speed and accidents in residen-
tial areas, has been employed successfully in
many Dutch and German cities. Land-use
planning to control development has also
been practised in some other cities— Stock-
holm. Vienna, Toronto and Portland, for ex-
ample — and could be extended to create resi-
dential and work-place development patterns
less dependent on automobiles and more
attractive city-cenires, subcentres and com-
munities free from the intrusion of traffic and
its attendant pollution.

In truth, though, there is little hope of re-
dicing congestion without managing land-
use through considering transport and land-
use together. not independently. as is gener-
ally the case.

1t is technological improvements in vebicles
(especially the addition of the catalytic con-
verter) that are responsible for the progress
made in recent years. in Japan and the United
States in particular, in reducing air pollution
and noise from cars. And although some ad-
ditional technological progress (in fuel effi-
ciency. for example, and in better catalysts)
can be expected in the coming years, it is un-
likely to be enough in the long term to offset
the predicted growth in traffic and the result-
ing environmental damage.

Indeed, official forecasts see a doubling of
carand truck traffic in many European cotn-
tries over the next three to four decades. In
most countries, car traffic is growing while
public transport is stable or declining. More-
over. the growth in traffic has been, and will
continue to be, in the suburban areas which
are more difficult to serve with non-car alter-
natives. Without strong new policies the result
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Prices that reflect costs could control the growth of urban traffic.

will very likely be a further deterioration in the
wrban environment. Air pollution, which has be-
aun to decline in European cities, will rise
again. Energy consumption and consequent €O
emissions are rising and seem destined to con-
tinue to do so.

National governments and local authorities
will therefore have to act in concert to address
this growing threat. Car dependency in cities
can be significantly reduced only by an inte-
grated ‘package’ emplaying measures that are
mutually reinforcing. A policy package of this
nature could contain three strands.

The first could be designed to apply the best of

current practices in traffic management (in-
cluding parking management, traffic calming,
pedestrianisation’, integrated traffic control)
and land-use planning (control of wrban
spraael, limited out-of-town shopping) to slow the
growth in traffic volume and arrest the
deterioration in the environment— but they
would only arrest il.

The second strand would apply recent innova-
tions in land-use and transport planning in an
integrated and concerted manner. Development
could be planned so that office developments,
shopping centres and other sites thal generdte
intensive transport occur near public transit
services. Living environments could be better in-
tegrated with employment and shopping through

mixed land-use in a manner that encourages
walking and cyeling. Pricing for congested
roads (with charges varying by time of day and
area), telecommunications. allowing people (o
work at home (not least through teleworking')
and better public transport could all work to-
gether to slow traffic growth. These nieasures
would abate environmental damage and bring
about improveiments in the urban transport sys-
tent,

But they would probably not succeed in re-
ducing traffic and environmental damage to
within tolerable limits, mainly since the pricing
measures would be applicable only in city
centres. In particular, they would not belp

resolve the problems of suburban traffic or of

CO,, which would require very large improve-
ments in vebicle fuel-efficiency and a decline in
the distance each car travels.

A third strand therefore deplovs a key addi-
tional measure. which is a regular and long-
term real increase in fiel prices (quadrupling
over the period of implementation). A Project
Group on Urban Travel and Sustainable Devel-
opment, set up jointly by the OECD and the
European Conference of Ministers of Transport,
has recommended an increase of 7% per annum
aver 20 years. on the basis that such an increase
is necessary if the 604% reduction in CO, emiss-
ions suggested by the UN's International Panel
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on Climate Changes is lo be achieved. This
action. in conjunction with the other o earlier
policy packages, ought to reduce vehicle Rilo-
metres to about 85% of current figures and
would bring about a 55% decline in fuel con-
sumption by 2015. These reductions would come

[from shorter trips, diversions 1o public transport,

walking and cycling, lower rates of vebicle-
ownership, shifts to smaller, more fuel-efficient
vehicles, and improved engine-designs. This
additional measure is thus the most efficient
way to achieve a substantial reduction in global
warming due to transport, both in cities and
globally.

Why Pricing?

There is a substantial body of work which shows
that transport generates costs which its con-
sumers do not pay. Thus existing prices do not
reflect real costs. To ‘internalise” these external
costs. some transport must become more expen-
sive. Car-ise in cities is one such activity where
costs and prices are oul of line.

Politicians always favour easier solutions, en-
cotraging, for example, a move to public trans-
port. All the analysis of recent years confirms
that this approach is not enough and that direct
actions aimed at reducing car travel in cities are
requived. One can ration or one cai price.
Pricing is more efficient. Yet it is unrealistic to
expect politicians to advocate an annual escala-
tion of 7% in full prices— not, at least, for twenty
Jears or so.

Paradoxically, increasing the cost of transport
can bring economic benefits. People and firms
which put a bigh value on their journey by
vehicle will continue to use their cars. Service
delivery, freight and emergency vehicles will be
much aided by freer traffic, and their costs sub-
stantially reduced. The money saved can be used

Jor environmental purposes, for public trans-

port— even to reduce other faxes.

These proposals present a tough challenge to
governments. But if they are serious about
solving wrban transport and encironmental
problems and yet are unable or wmwilling to
introduce strong pricing measures. they must
offer some feasible alternative strategy.

see pp 1214

Ariel Alexandre is Head of the Urban Affairs Division
of the OECD Territorial Development Service and
Jack Short is Deputy Secretary-General of the
European Conference of Ministers of Transport
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Cities share the same environmental problems - sewage treatment, air pollution, waste disposal, land
degradation - the world over.

ing regulatory barriers and removing subsidies
that act as disincentives to change, and by pro-
moting ecological consciousness. Deregulation,
privatisation and expanding international com-
munications and trade all foster the competitive
pressure to develop a wider array of environ-
mental goods and services,

Indeed, globalisation can support urban en-
vironmental policy. in three ways. First, because
it calls attention to the mobility of international
investment, globalisation highlights the degree
to which urban environmental conditions influ-
ence business location. Second, it brings press-
ure to abolish subsidies that foster wasteful pract-
ices because they affect the costs of production:
and by maintaining pressure to keep inflation
low, globalisation and free trade make it increas-
ingly costly for governments to borrow against
the future by printing money. And third, it en-
courages the diffusion of goods and services,
including those for the environmental sector,

Urban design, new technologies and pricing
structures, and strategies for public participation
are means to an end - having places where
people want to live, in healthy and pleasant sur-

roundings. Information therefore becomes
another key to success, not just about local con-
ditions and how effective particular problem-
solving strategies are, but about developments

anywhere that encourage the transformation of

existing cities into sustainable entities. The drive
towards the “ecological city’ gives many differ-
ent institutions an agenda for action.

Central governments could provide regional
and local administrations with the means to meet
(and exceed) regulatory standards or environ-
mental goals, and latitude in setting priorities.
And higher taxes and prices on the use of cars
could be combined with land-use planning and
improvements to public transport.

Urban and regional administrations should
improve their records and their information serv-
ices, and should recruit staff and purchase equip-
ment to monitor and evaluate environmental
conditions. And they should adopt personnel
policies that reward people who work to imple-
ment integrative strategies for sustainable devel-
opment.

Research by government institutions will
allow politicians and planners, public and pri-
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vate, 1o understand how people adapt to change,
and the factors that promote or inhibit their ad-
justment.

Business could try to develop new products
and services that will help consumers reduce
their consumption of energy and water and their
generation of waste. And banking and other
credit institutions should develop ways to
assess and manage the risk of investments that
will yield environmental benefits.

Without action on a substantial scale, the eco-
nomic distortions, social dislocations and en-
vironmental damage of current ways of living
and working in cities will only grow worse. As
accumulating congestion and noise pollution,
inadequate facilities for waste disposal, short-
ages of water and energy supplies become less
and less easy to ignore, change will become in-
evitable, but under conditions of crisis and at
much higher cost. To suggest that nothing radi-
cal has to be done is to ignore the consequences
of doing nothing, w
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Urban Transport
-~ in Eastern Europe

Mary Crass is 4 consultant to, and Jack Shont Depury Secretary-General of, the European Conference

of Ministers of Trunsport at the OECD

Independence of
movement comes
at the price of growing
congestion.

23

Mary Crass and Jack Short

In the cities of central and eastern
Europe rapidly rising numbers of
motor vehicles are flooding streels,
choking city centres and emitting
alarming volumes of air pollution.
Decision-makers in the region face
difficult choices in the design and
development of their urban transport
systems. Saddled with the legacy of
transport networks conceived under
central planning — aged, often
obsolete fleets, facilities and
equipment — they must find ways 1o
address the economic, social and
environmental pressures caused by
the skyrocketing growth in the use
of cars and lorries. They also have to
reconcile a decline in demand for
public transport with tight budgetary
constrainls and pressure to recover
more of their costs through rises in
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Urban Transport
in Eastern Europe

ince the economic and political reforms
of the late 1980s and early "90s, the
use of motor vehicles has soared in
central and eastern Europe. In 1980,
automobile ownership in Warsaw
amounted to 157 cars per 1,000 population. By
1989. this figure had grown to 247 and, by 1992,
10 322, There are two main reasons: the open-
ing of the market for cars and the desire 10 exer-
cise newly acquired independence of movement.

Because of this growth in car traffic, the use
of public transport is declining. Budapest. for
example, has seen a move from 80% public trans-
port in 1985 to 60% today. Existing road net-
works and parking structures in many cities have
proven inadequate to handle the increasing
volume of traffic,

In OECD cities, where car traffic doubled
between 1970 and 1990, measures to control
parking have been widely applied. Charging for
street parking and controlled development of
new parking capacity have been instrumental in
alleviating congestion in city centres, Parking fees
have also proven to be an important source of
finance for municipalities, providing resources
for improvements in the urban transport system
and attracting private suppliers, thus taking some
pressure off municipal provision.

Enforcement is the key to the effectiveness
of these measures, and it remains a problem in
the cities of central and eastern Europe. With
few controls, parking in many cities - Bucha-
rest and Warsaw, for example - is chaotic. Un-
restrained parking in streets and on pavements
is common. partly because no policy of time
limits or charges exists. Policies aimed at con-
trolling parking - such as the introduction of
parking fees for use of existing space, assessing
and enforcing fines for illegal parking, and con-
struction of new parking facilities — may there-
fore prove effective in addressing the problem.

Other measures to restrain the spread of cars
in the West. including the ‘pedestrianisation’ of
city centres and promotion of cycling and walk-
ing, also contribute to reducing traffic congest-
ion, especially when coupled with initiatives to
manage parking. A number of central and east-
ern European cities have already designed plans
to use parking management and car-restraint

measures together. Among these cities, Krakow
has pedestrianised its historic city centre and
established parking zones to accommodate
motorists. And Budapest is taking steps to re-
strict car traffic in the centre and castle districts.
Pedestrian zones have been gradually added in
strategic parts of the city, and week-ends are
car-free in tourist areas.

Land-use planning can also mitigate congest-
ion by providing a framework for medium- and
long-term decisions on development of real-
estate sites, access to which often requires travel
by car. If the patterns of economic growth fol-
low those of many OECD cities, there will be
increasing movement of commercial and resi-
dential development outside of city centres to
areas that are easily accessible only by car?
Decision-makers throughout the region will have
to find ways to channel this development along
lines compatible with existing urban networks
of public transport, or further develop networks
as required so that links between urban, sub-
urban and inter-city transport are better co-ordi-
nated and the demand for cars reduced.

Financing
Public Transport

Public-transport operators, working under
severe budgetary constraints, are seeking ways
of remaining competitive in the wake of rising
car-use. Central planning left much of the
region’s transport infrastructure in poor condi-
tion, with fleet, facilities and accessory equip-
ment dated or obsolete, and suffering from
frequent breakdowns, unreliable service, ineffi-
cient fuel consumption and heavy emissions.
Current financing for improvements is inade-
quate, so replacing vehicles and upgrading trans-
port infrastructure is virtually impossible. Tram-
way systems, including that of Bucharest, are in
jeopardy, although in the OECD area cities such
as Strasbourg and Grenoble are enthusiastically
reintroducing this mode of transport.

There are several historical reasons for this
situation. First, the recovery of costs was not an
issue under central planning. Today. it is a prin-

2. 5ee pp. 1722,
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cipal pre-occupation of public-transport oper-
ators, and new management techniques are
therefore required to allow cost-recovery pract-
ices to be introduced. Second, under the former
regime, fares were low relative to the real
operational and administrative costs of public
transport. Moreover, widespread evasion of fares
continues to deprive the coffers of the transport
companies of revenue.

A further complexity lies in the incomplete
decentralisation of responsibility for urban pub-
lic transport. Decision-making power has been
transferred from the central government to
municipalities, but without control over sources
of financing — not least the fiscal system. As a
result, municipalities have been left without the
means to support their newly acquired respon-
sibilities.

Along with decentralisation has come a sig-
nificant reduction in national subsidies for
urban public transport. To offset this and im-
prove cost-recovery, fare increases have been
regularly introduced. In Budapest, for example,
fares have shot upward since 1989; in that year
alone, they went up by an average of 85% (in
nominal terms). Tariffs increased twice again in
1990 and 1991, by averages of 60% and 50%
respectively. In March 1995, they went up again
by an average of 35%. (Inflation was running at
20-30% over this period.) Throughout the
region, fare rises of this kind have been imposed
without accompanying improvements in serv-
ice. As a result, users are increasingly dissatis-
fied and are moving to cars,

Implementing
Policies

Public-transport systems in many central and
eastern European cities nonetheless benefit from
several important features that could form the
basis for the long-term, sustainable development
of urban transport: a strong tradition of using
public transport, extensive networks and urban
land-use characteristics such as dense, multi-
purpose city centres that are conducive to pub-
lic transport. To take advantage of these bene-
fits, existing public transport has to be rehabili-
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Transport administrators are faced with a dilemma: raising fares to compensate for lost subsidies - in Budapest, for

4%

example, they have more than trebled - risks losing passengers.

tated, upgraded and restructured. Development
outside urban areas should then be guided by
its current accessibility by public-transport net-
works, and connections considered before, not
after, development occurs, as has been often the
case in the OECD area.

Along with these initiatives should come a
concerted effort to confront the problem of car
traffic. That will probably require considerable
political courage: automobiles are often associ-
ated with newly acquired independence and
prosperity; public transport is often associated
with the old regime; and efforts o manage the
growth of car-use might be perceived as a con-
straint on individual freedom. Moreover, invest-
ing scarce financial resources in a sector which
shows a decline in demand may be difficult to
justify,

For these reasons, it is essential that inform-
ation be supplied efficiently to the public so that
it understands and supports the measures taken
to enhance public transport and curb traffic

growth. Effective communication thus becomes
a political imperative. Citizens must realise the
damage that traffic congestion does to the
urban environment, that they themselves have a
role to play in assuring that their cities develop
in a4 way that is economically and environment-
ally sustainable, and that the choices they make
in transport will have a direct effect on the
future of this development.

Krakow's progressive transport policy plan,
implemented in 1993, exemplifies how political
courage and effective public communication
allow comprehensive initiatives to facilitate and
enhance the sustainable development of city
centres. The plan sets specific objectives to
counter increased vehicle-use, declining public
transport and rising congestion and emissions.
It includes priority investment for public trans-
port; a commitment to improved services so as
to raise their attractiveness over motor vehicles;
the elimination of traffic from densely populated
areas; the integration of suburban and urban

Analysis

transport systems; and the provision
of ‘park and ride’ facilities. In addi-
tion, the local mass media provided
valuable support in favour of the sus-
tainable urban and transport policies.

Political courage is required to
introduce urban transport policies in
OECD countries as well, where the
major part of the world's car fleet and
most vehicle-related environmental
problems are found. To establish sus-
tainable transport systems, the exter-
nal costs of transport must be paid
for, through bold pricing mechanisms
such as fuel taxation and enforced
parking charges. initiatives which
often encounter public resistance.

Clearly, a concerted effort is re-
quired of both developed and trans-
itional economies to manage the
growth of motor-vehicle use and en-
courage use of public transport. With
the right package of policies urban
transport systems in both the OECD
and central and eastern Europe can
follow a sustainable course of development. Most
OECD countries recognise their numerous
errors in dealing with urban traffic, including un-
restrained growth in car use, which has led to
serious congestion and air pollution and dis-
persal of communities into suburban areas poorly
served by public transport. The transitional coun-
tries of central and eastern Europe should seize
the opportunity now before them to avoid these
same mistakes. w
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The Hidden Potential

of Disadvantage
Districts

Genevieve Lecamp

Poverty and a variety of other problems are affecting a large
number of city-dwellers, who have to cope with widespread
unemployment, precarious living conditions and little hope of
change. The situation is fairly common in OECD countries but
hits urban areas hardest, in both the inner city and the suburbs.
These disadvantaged areas, lumped together and judged on
preconceptions, do not always display the symptoms one might
expect — a thriving black economy, rising crime, broken families
and race-related problems. Nevertheless, the gap between people
living in the same city is widening in spite of efforts from the
1970s onwards by governments, regional authorities and city
councils to introduce urban or sectorial policies that provide
support for jobs, housing and education. So innovative solutions,
more successful than those used to date, will have to be found.’

f policy-makers find the new urban
poverty disconcerting, it is because it does
not respond to the standard forms of treat-
ment through government intervention.
Remedies that used to work, based on
integration through direct access to the labour
market and social and career advancement, are
proving inadequate, In spite of a series of
measures taken by OECD countries over the past
25 years to prevent particular areas and
members of the community from slipping into

poverty, the general situation has not improved
satisfactorily. Large public deficits, compounded
by income-replacement schemes that are increas-
ingly seen as glaringly inadequate, now mean
that current policies will inevitably have to be
reviewed. ‘Targeting' people or places on the

Genevieve Lecamp works for the Co-operative Action
Programme on Local Economic and Employment
Development  (LEED) in the OECD  Territorial
Development Service,
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basis of specific social indicators (educational
attainment, income, family status, amenities and
so on), and implementing schemes that can lack
co-ordination in timing and geographical plan-
ning have not fostered a holistic approach. The
limitations of such methods are becoming clear,
particularly now that the authorities are finding
it so hard to prevent and contain unrest in the
inner cities and suburbs.

Yet there is a host of successful community-
based initiatives to prove that so-called ‘prob-
lem areas’ can also generate new activities and
blend into a city’s economic fabric (box, p. 28,
below), provided that local project-leaders go
beyond a ‘top-down’ approach to become new
entrepreneurs themselves. One central issue,
which is stifling the working of modern econo-
mies, is lack of trust: between voters and their
elected representatives, between economic
actors in their transactions or partnerships. And
it may be that not enough trust is placed in local
people, who are not always given enough time
to come forward or to play a direct, long-term
role in a given project. In cities and firms alike,
communication is vital if people are to be per-
suaded to participate in a project and share its
objectives. But it must be in their own time and
at their own pace, which will gradually adapt as
trust and respect are built up.

That requires the asking of some serious
questions about how to restore trust and thus to
return to a more humane urban environment.
There is a clear correlation with the spread of an
‘enterprise culture’, which calls for a shared
vision of progress and development and is based
essentially on the idea of ongoing, demand-
driven innovation. Any excess will automatically
be ironed out by a mix of social pressure and
market forces, before proposals are formally codi-
fied into (for instance) city by-laws. The basic
idea is to draw people out of their isolation and
foster initiative and creativity. Practical examples
1. The OECD is preparing a report on this theme, to be
published in 1996



involve the setting-up of associations, organis-
ing cultural events and, more mundanely, open-
ing catering businesses - even giving concerts
in a disadvantaged urban area.

Rethinking
Urban Policies

In spite of the diversity of their historical back-
grounds and their administrative, political and
institutional systems, cities in OECD countries
all face basically the same problems. They are
rich in material and human resources and are

best described in spatial terms as a series of

layers containing, or attempting to integrate, an
enormous range of policies. But most city
authorities lack the variety of expertise necess-
ary to cope with complexity on this scale. espe-
cially in the more disadvantaged areas. They also
lack the ability to stand back and diagnose what
has to be done to work sustainably on behalf of.
and with, residents who have been excluded
and marginalised. Apart from a few differences
of perception, there is a broad consensus on a
number of points.

First, poverty has not been eliminated by the
accumulation of wealth or various forms of in-
come redistribution; indeed, it is re-emerging in
spite of social welfare systems and renewed
growth.

Second, most forecasts have failed to allow
for the impact that specialisation in land and
property markets would eventually have on land-
use and housing, and how that would affect the
provision of services in the immediate vicinity
of disadvantaged areas. Housing markets, for
instance, now determine access to education,
employment, security and health care. Affluent
areas enjoy a wealth of facilities and a wide range
of excellent services, while poor areas suffer from
a dearth of facilities and poor services. Spatial
segregation, or zoning, is now widening the
divide between business and residential areas.
trapping the poor on industrial estates or in a
no-man’s-land deserted by firms.

Third, restructuring tends to do away with a
number of skilled and unskilled jobs and
encourages insecure employment. Economic

Urban Affairs

Analysis

FOCUS

Minneapolis: The NET Links
Employers and the Unemployed

The Neighborbood Employment Network (NET)
helps the residents of Minneapolis (Minnesola)
to find, and keep, jobs near their homes. The
NET was set up over 13 yvears ago. on the basis
of a feasibility study by a task force of some 40
business and community leaders under the
leadership of the mayor. It was clear that the
benefits of economic development were ol
being felt by some members of the conmunity.
wha were finding it bard to gain access lo
training and employment. This innovative
urban strategy now places nearly 1.000 people
a year in jobs appropriate to their skills and
experience. It covers the entire wrban area
(with a population of 368.000) which has a

flourishing economy— the unemployment rate

in 1994 was under 4%. Yel as many as 70,000
people, the majority of them women, are
thought to be living below the governmenl-
defined poverty line.

The NET makes a specific effort 1o belp
women enter the workforce through innovative
training schemes. particularly in non-tradi-
tional sectors and jobs (in construction. fire-
protection and law enforcement).

It is a community-hased strategy thal recog-
nises that the causes of joblessness are often a
complex bitertwining of personal. social. eco-
nomic and environmental conditions which
erect barriers to productive, successful enmploy-
ment. The NET strategy is aimed al breaking
down these barriers by selting up appropriate
services and making them available to unem-
ploved people and employers in their own com-
miities.

Diagnosis and the NET Approach
These barriers to employment range from
illiteracy to a lack of reliable transport. from

limited skills and low self-esteem to lack of
childcare, from family instability to a lack of

co-ordination in employment-related services
and agencies. n Minneapolis. these barriers
necessitated a highly flexible approach that
would allow for adaptation to changing eco-
nomic and social realities and fosier innova-
tion.

The task force that bad completed the feasibi-
Lity study therefore began by dividing the city
into len geographical units covering areas of
the city where conditions were most pressing.
Each district contained “hard-to-employ” indi-
viduals— people who found it bard o fit inlo
society and the labour market— as well as
small-scale local employers and several larger
companies. If there were no large employers in
the district, the area was matched with a major
employer in the central business district or
Sfurther out.

Dividing the city into small districts was seen
as a ey of integrating all the different employ-
ment-related support-services and making
them available near people’s bomes. reducing
service overlaps and making the provision of
assistance for those in difficulty more manage-
able.

This community-based strategy was designed
to encourage closer contact between the wnem-
ploved and the very small companies who often
present the most opportunities for new jobs and
Slexible working situations. and to belp larger
Sirms focus their employient programmes on a
single section of the city for maximum impacl.
One of the strengths of the strategy is that it was
designed to allow businesses to meel their re-
quirements in the process of working with the
hard-to-employ.

The strategy involved assigning a “commiii-
nity facilitator” (usually a neighbourbood
group or community social-service agency)
and a ‘lead business' in each drea to work to-
gether, bringing job-seekers into contact with
employers and with the providers of support-
services, Over time, the bowndaries of the origi-
nal ten districts have been modified, extending
some areas and combining others (o provide
more effective services.

Today, there are seven NET districts served by
community-based NET offices and one NET
agency providing city-wide services to the
American Indian community in Minneapolis.
The partnerships and joint action upon which
the NET strategy was based have become insti-
tutionalised — the NET has established itself as
a vital link between job-seekers, employers and
the multitude of education. training and social
progranimes available in Minneapolis.
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Entrepreneurship Training in Problem Areas

In New Bedford, Massachuseits. 17-year-old Ed
Penches bas set up a business providing a $40
hirthday-party service for voung children. New
Bedford bas one of the bighest rates of twnem-
ployment in the United States. And in Newark,
New Jersey. Danah Foster. who is still at school,
bas opened her own lingerie boutigue,

Ed. Danabh and others like them are all from
problem” suburhs where unemployment, drugs
and crime are rife. They have attended training
courses in entreprencurship organised by Steve
Mariotti. a former businessman who has

changed careers lo belp young ‘pre-delinguents
Sfrom disadvantaged wrban areas find their

place in sociel) ageain.

It was after being attacked by a group of

children in the streets of New York that Mariotti
decided o devote himself to belping problem
feenagers. He became a teacher and set up
Soundation to teach entreprenenrship to young-
sters penalised by their economic and social

background. Every year the foundation takes
some 1,500 children aged from 12 to 18 from the
poorest parts of 15 American cities and gives
them a grounding in business pracice.

Mariolti’s idea is unusual from a number of

standpoints. First, there is bis analysis of the
situation, If problem youngsters from the sub-
wrbs want to survive. they must take risks, be
resowrcefidd, single-minded and tough and dis-
play a talent for business. On the streets, they
naturally develop some of the qualities requtired
of a businessman— but put them to entirely
illegal ends.

Such qualities can be channelled into more
heneficial activities by offering the youngsters
practical training in the workings of business.
The foundation offers an 80-bour training
scheme in learning to be a young entrepreneur.

Of course, the course does not necessarily re-
sult in a flurry of new businesses, but it does
have a strong psychological impact, It helps fo

halt the spiral of despair, curb resentment
dagainst society. open up new avenues and
restore conifidence,

The scheme is just as unusual in practice as it
is in theory, It is a ‘hands-on’ course on bow to
draw up a business plan, contact banks, write
business letters, sell goods. keep accounts and
make a profit. All these topics are covered indi-
vidually in the bandbook Mariotti has written to
describe his method and set practical exercises.
Each student is given a ‘hizbag™ containing a
copy of the bandbook. an accounts book, a cal-
cutlator, a checklist. a follow-up guide and other
ftems.

The aim of the foundation is to show young-
sters from disadvantaged wrban areas that there
are other ways of making a living than by selling
drugs. and that they can earn money by setting
up their own micro-firms.

Berlin-Kreuzberg: Sensible Urban Regeneration

Kreuzherg bad become one of the most socially
disturbed and cultwrally deprived parts of Ber-
lin. When the Wall was built in 1961, this tradi-
tionally working-class district, formerly located
in the city centre. found itself on the outskirts,
which gave rise to a nwmber of social and eco-
nomic problems. Residents who could afford to
do so moved out, leaving behind the elderly, the
poorand the unemploved. After a massive influx
of tmeainly Turkish) inmigrant workers in the
early 1970s. the district gradually became a
mudllicultiral comnumity with often conflicting
strictures.

I 1978 came a turning point in urban re-
newdl. when steps were taken (o try to halt the
decay. Krewzbherg residents and city-planers
began meeting 1o discuss the situation and came
wp with proposals to breathe new life into the
ared. The main idea was to encourave local
inhabitants to take parl in a competition o
Strategies for Kreuzberg'. This produced a blie-
prind for integrated development called Sensible
Urhan Renewal’ Initiated in 1983, it was based

on new kinds of partnerships between residents,
local associations. support groups, local authori-
ties. the Berlin council. firms and the Inter-
national Building Exhibition (IBE). Their
approach consisted of renovating and modern-
ising housing and other buildings, guaranieeing
low rents, creating green spaces and conserving
homes and small businesses side by side, a

Seature typical of the old Kreuzberg, Small firms

settled there and benefited from the facilities
(cultural and educational centres) provided for
the district and its residents.

Since the principle involved was action on
hebalf of local residents’, local people were con-
tacted. informed and advised, new structires
were sel wp. including a tenants’ advice service,
independent of landlords, and district connit-
tees whose members represented people living
andd working in the district, the local authorities.
the Berlin city council and the IBE. The commit-
tees held regular public meelings to discuss
decisions and make what were seen as repre-
senlative reconmendations.
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A major effort was also made in education,
with the opening of Berlin's first ‘community
school’, the Kiezschule for Kreuzbere 5036° The
teachers proved willing to give up their convent-
ional role and become project leaders. With the
help of architects, painters, sculptors. lawyers
and businessmen, the teachers completed a
variety of projects including an educational pro-
gramme that addressed community require-
ments, raining centres open o the locals, a
printing workshop set up with the belp of the
younger residents. and many other associations
offering leisure pursuits to Kreuzberg residents.

The important factor in this project was that
voluntary organisations, stemming from
tenanis -rights movements and established to
meel @ variely of environmental, educational,
cultural, social and economic requirements,
became genuine pariners in the process to serve
the commuunity. Berlin, now successfilly coping
with the transformation of its urban framework,
should be able to turn this experience to good
daceotl.



change has drastically altered the job market in
recent years, often leading to short-term re-
organisation driven by considerations of finan-
cial and productivity gains.

Fourth, the shift from industry to services
creates skilled and low-skilled jobs, but not
always for the young and other residents of dis-
tressed urban areas, perhaps because skill
requirements are set too high (sometimes mask-
ing racial discrimination). Furthermore, the
nature, pay and prospects of promotion in some
of the jobs available in industry and elsewhere
are not always attractive compared with other
get-rich-quick’ sources of income (such as drug-
dealing).

Just as an uncompetitive economy generates
unemployment, ever-keener competition may
result in the exclusion of specific people and
places. That requires reflection on the scope for
re-assessing the nature of the city and urban
policies as part of a more balanced and sustain-
able form of development.

Diversifying
Development

Those who feel rejected by society tend to
reject society’s rules — crime becomes a kind of
response to the inequalities of life. The different
stages of this process are rarely obvious, and as
a result, apart from a few model experiments
(boxes, p. 27. and left, above), litle has been
done to delegate responsibility to the residents
of disadvantaged areas. But discovering why
people drift into delinquency is becoming an
urgent task, as is the rebuilding of these areas
on a long-term basis, and with adequate facili-
ties, infrastructure and above all community and
personal projects. If people are to rediscover
meaning in their lives, the design and imple-
mentation of urban policy have to be viewed
from an entirely new angle. New forms of in-
vestment are necessary, particularly in human
resources.

Many cities have been tackling this issue. In
Montreal, for instance, an alternative project was
nurtured over a long period, and community-
based economic development is now part of an

Several entrepreneurial initiatives
are beginning to show how
young people from disadvant-
aged backgrounds can realise
their economic potential —
despite the easy money in drug-
dealing and similar street-wise’

. activities.

overall strategy for economic revitalisation,
using local resources but bringing in outside
expertise and financial support. Yet this experi-
ment is too recent for tangible conclusions to be
drawn and applied elsewhere.

There is another example in the United King-
dom, where ‘Business in the Community’, a
powerful movement bringing together large and
medium-sized companies, sees an interest in
participating in urban renewal. This approach

Urban Affairs

Analysis

1

Damiel Girp R

includes regularly upskilling staff by making them
available for release to development and enter-
prise agencies. Some companies even provide a
material contribution to the community-devel-
opment work undertaken by resident associa-
tions. or join forces with government and the
voluntary sector in urban-renewal schemes
(renovating housing and helping residents to set
up new activities, trade and services in parti-
cular). Some may object that it is a massive project
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with too few spin-offs so far,
but the involvement of private
enterprise does denote a shift in
the way community problems are
viewed and introduces a new
concept: the performance of the
private sector in relation fo its
surroundings,

Central and local government
should step up their co-operation
to re-create a satisfactory environ-
ment for urban life. They should
make it easier to set up activities
and businesses in disadvantaged
areas, and identify new mecha-
nisms of solidarity and new spaces
for local management (enterprise
centres, telecommuting centres
that provide services and facilities;
barter and trading schemes and

L aimgt et

in disadvantaged districts participate
in the restoration of existing facilities.
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It is essential that the people who live

- TAEEE N | T
In spite of the efforts of central and local governments,
poverty is a growing problem in most cities.

Y

the means of exchanging experience and so on).
These would offer new hope and rekindle the
imagination of people who live in disadvantaged
areas and elsewhere in the city.

There are some experiments which point to
the way forward with possible solutions for such
areas. They place local development initiatives
at the heart of government policy and attempt
to respond with innovation and flexibility to the
changes affecting modern economies and
society at large. But a change of perspective
seems to be necessary if these new partnerships
are to be a success. There is huge potential for
creativity and vitality waiting to be tapped in the
city’s neglected areas. =
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Integrating
~ Immigrants
in Urban Life

Jean-Pierre Garson and Kristen Neymarc

Immigration, and in particular ils socio-economic consequences
in host countries, is a common concern of many OECD
countries. The long-standing issue of integrating immigrants
into society — essentially an urban phenomenon — becomes
especially prominent during a period of rapid social and
economic change. The pattern of urban development and the
characteristics of immigrant populations — size, origins, the
range of groups represented and their bistory, length of residence
and civic status — often diverge from country 1o country, and
the process of integration may vary considerably between
different periods of time and for different immigrant groups. In
addition, the orientations and targets of policies designed to
facilitate integration in urban areas differ not only between
countries but also between cities themselves. The OECD is
currently undertaking a project 1o examine the relationship
between immigration and urban development and explore new
approaches to the integration of immigrants in cities.'

from the decline of some neighbourhoods and

of high concentrations of immigrants in urban

areas. Declining economic activity. high unem-

apid economic and social change in
cities — inner cities as well as
suburbs - has created new diffi-
culties for the integration of immi-
grants. In several OECD countries,
in Europe in particular, national and local
authorities are confronted with problems arising

Jean-Pierre Garson is head of the International
Migration unit in the OECD Rirectorate for Education,
Employment, Labour and Social Affairs; Kristen
Neymare is a consultant in the same Directorate,
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ployment and poor housing conditions create a
context which make the process of integration
of immigrants less smooth than in periods of
strong growth. The emergence of new sending
countries and different ethnic groups may
accentuate these difficulties.

A second consideration, particularly locally,
is how best to meet the special requirements of
particular immigrant groups. Because they tend
to cluster in urban areas with already established
immigrant communities, and because immi-
gration occurs in successive waves over time,
measures launched by municipal administrations
must take into account the requirements of
immigrants who are on the way to becoming
integrated as well as those of the new arrivals

How should the financial burden of housing,
education and health care be shared among vari-
ous authorities? In a climate which places in-
creasing importance on local responsibility for
integration, and vet provides only limited bud-
getary support, some local authorities in OECD
countries are demanding that central government
either stem the inflow of immigrants or pay a
larger share of the expenses.

Moreover, tensions result from the opinion
of some parts of the host population that immi-
grants are ‘taking their jobs’ and that the call of
new immigrants on social services could under-
mine the capacity of the city authorities to
supply goods and services to longer-established

residents.

The Transformation
of the City

Nevertheless, as some cities are moving away
from a concentration of jobs in industry to the
service sector, the growth in services may offer

immigrants economic opportunities. In some so-

Tokyo, for example), the expansion of corpo-
rate headquarters and international finance and

related commercial activities. all destined for the
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Integrating
Immigrants
in Urban Life

global market, has led to the creation of not only
well-remunerated professional jobs but also low-
wage service-jobs such as messengers, cleaners
and caterers. In many cases immigrants provide
the labour for the jobs which nationals are not
always ready to accept. In addition, immigrants
are also suppliers of services (repair shops, gro-
ceries, taxis and so on) to segments of the popu-
lation in poorer neighbourhoods. These changes
may be a factor in not only attracting immigrants
to these global cities but also facilitating the in-
tegration of some of them,

Immigration. moreover, has had beneficial
effects not only on regional vitality and devel-
opment but also on patterns of growth in cities.
Immigrants, new arrivals in particular, may
occupy areas in decline that would otherwise
have a high proportion of abandoned housing
and closed facilities. Recent US evidence shows
a positive correlation between rates of immigra-
tion and the growth of job-creation in manufact-
uring and services in some cities, leading to the
conclusion that immigration can indeed stimu-
late economic development, sustain investment
in marginal areas, and contribute to the revital-
isation of inner cities.

Tools
to Improve Integration

Several policy tools have been identified as
playing key roles in the integration of immigrants
in cities. Housing policy is particularly import-
ant, both in the physical transformation of the
city and the settlement patterns of immigrants, It
may affect integration by either controlling the
distribution of the immigrant population through
quotas or by intervening in the housing market
through the allocation of public housing
(Belgium, Germany and the United Kingdom)
and the renovation of more run-down neigh-
bourhoods (France and Sweden). In addition,
housing policy can facilitate access to better-
quality accommodation, including home-
ownership, and thus represent an element in
social mobility.

A second central feature of integration policy
in cities is the development of partnerships

Immigrants often supply poorer neighbourhoods with services that might not otherwise be available.

between local authorities and the immigrant com-
munity, through immigrant associations in
particular. The widespread establishment of such
associations by ethnic and immigrant

communities reflects the dynamic character of

the integration process and is a clear sign that
immigrants are becoming active in society.

A policy approach which encourages and
relies on intermediary institutions such as schools
and associations can be useful: it recognises the
individuality of immigrant or ethnic groups and
at the same time acknowledges them as mem-
bers of the community. An efficient partnership
among the various parties in the community -
professional, institutional and immigrant or
ethnic groups — allows them to develop a com-
mon voice. In addition, working partnerships
can have a multiplier effect on successful inte-
gration without requiring substantial external
resources.

The importance of policy coherence is a third
factor, both in terms of national strategies sup-
porting local initiatives and local initiatives that
reflect a national strategy. Political will has to be
supported by a coherent financial and adminis-
trative commitment to ensure that beneficial
actions, once initiated, are continued. In addi-
tion, immigrant initiatives, including the creation
of ethnic businesses and neighbourhood revi-
talisation (for example, by the Portuguese in
Newark's Ironbound district and by the Bangla-
deshis in Tower Hamlets, a district of London)
cannot take place without a political climate at
the outset which provides room for independ-
ent action. Often the most efficient integration
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policies are those which create the social and
institutional conditions for action on the part of
immigrants themselves.

In many countries integration strategies in
urban areas are of relatively recent origin, and
as a result, comparative evaluations of their
effectiveness are not widely available. Indeed, it
is difficult to identify the impact of integration
policies precisely because it cannot be easily
separated from other political, economic, and
social processes which influence integration.
Attempts at evaluation have nonetheless begun:;
one of the objectives of the continuing OECD
project is to discuss local and national responses
to the integration of immigrants in urban areas
and draw m;l(lu»ums about the viability of parti-
cular actions for the development of policy in
OECD countries. =
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Analysis

Aging Populations

and Government
Budgets

Willi Leibfritz and Deborah Roseveare

Projections for the evolution of public finances because of
increasing expenditure on pensions
necessitated by an aging and shrinking population in OECD

countries suggest that radical measures may bave o be taken,

and soon.

ver the next few decades, most

OECD countries will experience

a rapid aging of their populations,

and in some countries the total

population will shrink as well
(Figure 1). These developments will put public
pensions and health-care systems, and indeed
government budgets in general, under increas-
ing pressure. The OECD has constructed long-
term fiscal projections up to the year 2030 for its
seven biggest countries — the ‘G7" - to examine
the possible magnitude of the problem and the
possible policy responses.' Such an exercise,
obviously, is highly speculative and relies on
fairly heroic assumptions; the main point of the
calculations is to provide some idea of the scale
and magnitude of potential problems.

In most of the G7 countries, it is public
pension schemes that will generate the most
Willi Leibfritz is Head of the Public Economics Division
in the Policy Stwdies Branch of the OECD Economics

Department; Deborah Roseveare works on budgerary
issues in the same Division

pressure on government budgets. Pension ar-
rangements differ from country to country. Some
have schemes covering different parts of the
working population; others have component
schemes making up the individual pension re-
ceived (usually where pensions combine a flat-
rate and earnings-related amount). Payroll taxes
are generally collected as ‘contributions’, and
the pension received is usually based on a for-
mula that takes into account previous earnings
and the number of years of contributions made.
Once someone reaches retirement, their pen-
sion is more or less indexed to inflation, except
in Germany where it is linked to net wage
growth. Usually, countries also provide a flat-
rate pension to those elderly who do not qualify
for a pension on the basis of their previous earn-
ings and contributions; these benefits are usu-
ally financed from general taxation receipts. Most
of the G7 countries run their pension systems
on a pay-as-you-go basis, with current benefits
financed by current contributions or taxes,
although some (Japan and the United Kingdom,

and health-care

for instance) have partially funded systems with
income from the interest on assets held by the
pension system providing additional revenue.

The age at which people retire varies from
57 years for women in Italy, to 65 for men and
women alike in the United States and Canada.
Most of the countries have recognised the im-
portance of legislatating gradual increases in re-
tirement ages, and the retirement age will event-
ually rise to 67 years in the United States and to
05 years in all other countries except France and
for women in Italy, where it will be 60 years.

The projected pension flows - contributions
and pension payments - are illustrated in
Figure 2. Three important features emerge. First,
total pension payments are much smaller in the
United States, the United Kingdom and Canada
(peaking at 5-8% of GDP) than in Japan, Ger-
many, France and Italy (peaking at 15-20%),
where both pensions are relatively generous and
the dependency ratios of the elderly are higher.
Second, in Japan, Germany, Italy and the United
Kingdom, pension payments peak and then start
to fall once the baby-boom generation has passed
(around 2035-50). In the United States, France
and Canada, in contrast, pension expenditures
reach a plateau in the second half of the period
covered, Third, despite higher contribution rates,
the gap between contributions and pension pay-
ments is much larger in Japan, Germany, France
and ltaly than in the other three countries.

The costs of health-care may also put press-
ure on government budgets as the population
grows older. The pattern of health-care costs
varies at different stages of a person’s life. The
effect of increased life-expectancy is difficult to
establish because it depends, in part, on the
physical dimensions of the aging process. But
the effects of demographic change alone on
health-care spending have been estimated by

1A more complete description of demographic trends
anel of the methodology underpinning this analysis can
ber found in Willi Leibfritz, Deborab Roseveare, Dougles
Fore and Eckhard Wirzel, . ng Poprlations, Pension
systemis and Government Budgets: How Do They Affect
Saving?’, Working Paper No. 156, available free of charge

Srom the OFECLY Fcontomics Depariment

2. These: calcidations depend on a mumber of key
assumptions about productivity, developments in the
labour force and  demograpbic  varviables, such  as
fife-expectancy and fertility rates
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Figure 1
Population and Elderly Dependency Ratios, 1995-2070
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assuming that per capita real public expenditure
on health-care (both on people under 65 and
on those 63-years-old and more) grows in line
with productivity, and as the numbers of elderly
increase, total health-care costs are likely to grow
concomitantly.* But during the 1980s, per capita
government expenditures on health-care rose
faster than this assumption would suggest, ex-
ceptin Japan and Germany, where such increases
seem to have reflected largely supply-side
factors, not least growing deployment of high-
cost technology and increases in the number of
health-care providers.”

In the United States and Canada, public spend-
ing on health care as a percentage of GDP could
rise significantly over the next 35 years as a
result of demographic change, since their
populations are growing as well as aging. In the
United States, the effects of aging are exacer-
bated by the particularly high share of govern-
ment spending on health-care for people over 65.

Debts, Deficits
and Consolidation

The fiscal impact of aging populations also
depends on the initial budget position of a coun-
try and the evolution of its payments of interest
on government debt. As a rule, if interest rates
remain higher than GDP growth (in real or nomi-
nal terms), public debt will increase unless the
government’s primary surplus (revenues minus
expenditures, except for payments of debt in-
terest) is large enough to offset the increases in
interest-payments, which in turn depend on the
existing volume of public debt. The long-term
fiscal projections are presented in the Table 1
(p. 30). Primary balances, interest-payments,
financial balances and net financial liabilities are
shown separately to show the evolution of debt
dynamics’ and assume no further measures (apart
from policy intentions already announced) and
that revenues and expenditures on all items in
the primary balance other than pensions, health
and education remain constant as a percentage
of GDP.

The picture that emerges over the period up
10 2030 is different for each country. In the United



States, volumes of public debt may remain
stable until around 2010 at around 40% of GDP
but then they would start rising to around
105-120% of GDP by 2030 (depending on the
interest-rate assumptions) despite relatively
favourable demographic change and a public
pension scheme that is generally well financed.
The increase largely reflects substantial increases
in government spending on health care.

In Japan the primary balance, while improv-
ing over the medium term, remains in deficit
and deteriorates rapidly after 2000 through the
sharp increase in pension expenditures. Adverse
debt dynamics mean that net debt rises from
about 25% in 2000 to around 290-315% of GDP
by 2030.

Germany is relatively well placed until around
2020, largely because of its comfortable primary
surplus in 2000 and the relatively small deficits
of the pension scheme until around 2020. Al-
though the age-structure of the population dete-
riorates earlier, the dependency ratio does not
increase significantly as the retirement age
increases. But after 2020, the pension deficit
deteriorates sharply and by 2030 net debt is
around 95-103% of GDP, as compared with
around 45% in 2000.

France also has a reasonably good primary
balance position in 2000, but the pension ex-
penditures rise significantly, rapidly eroding the
primary surplus. Adverse debt dynamics mean
that debt rises steeply from 40% in 2000 to around
90-105% of GDP by 2030.

Italy is projected to generate a primary sur-
plus sufficiently large to produce a virtuous
circle of debt reduction from 120% in 1995 to

3. With fewer children in coming decades, some savings
might he expected in public spending on edication. But
the difference is fikely 1o be maiginal: at most, around
0.3% of GDP between 2000 and 2030, despite substantial
Sfalls in the school-age population everywhere excepl in
the United States and Canade

4. Howerd Oxley and Maitland MacFarlan, ‘Health Care
Reform: Controlling Spending and Increasing Efficiency’,
Working Paper No, 149, 1994, available free of charge
from  the OFCD Economics Department:  Maitland
MecFarlan and Howard Oxlev, ‘Reforming Health Care
The OECD Observer, No. 192, FebruaryMarch 1995,
5.0f real interest rates on povernment debt are higher
than rates of economic growth, a decline of the primary
sirplus below a critical fignre wonldd lead 1o a vicious
spiral of higher interest-payments and debt

about 80% in 2015, despite its current very high
ratio of debt to GDP. But the rapid increase in
pension expenditures leads to a turn-around in
the primary balance of around 9 percentage
points of GDP between 2000 and 2030. Adverse
debt dynamics start to come back into play
around 2015 and by 2030 net debt is 125-145%
of GDP.

In the United Kingdom, with the advantages
of a good starting position and a public pension
scheme that runs only a minor deficit, net debt
as a percentage of GDP falls to very low figures
and by 2030 even turns into a small net asset
position. In these circumstances, though, the
assumptions of unchanged policies for other
spending and taxes may well be not realistic;
policies might tend to become less restrictive
and the evolution of debt thus less favourable.

Canada, under the assumption that medium-
term consolidation targets that have been
announced are fully met, is projected to run a
comfortable primary surplus by 2000. Since the
pension policies already announced include sub-
stantial increases in social-security contributions,
the surplus will remain high until around 2020.
Thereafter it will decline because of the contin-
ued increase in health-care and pension outlays.
Nevertheless, Canada’s net debt falls sharply and
turns to a small net asset position by 2030. As
with the United Kingdom, in these circumstances
the assumptions of unchanged policies may not
be realistic.

What Policy
Choices?

Where major fiscal pressures are likely to
occur, some action will be required to redress
imbalances. Three main kinds of policy changes
could be employed to address the threat of bur-
geoning public debt from pension payments:

o improving fiscal positions over the next few
years (which will, of course, have an impact that
will carry through into the much longer term)
« altering pension schemes and health-care
systems

o moderating the aging effect by increasing the
workforce.

Analysis

Figure 2
Pension Payments andg(:ontributions, 1995-2070
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— Pension payments ~ — Contributions
1. Excluding statutory transfers from the federal
government amounting to an average of 3.5%
of GDP per year.

2. Excluding fictive contributions amounting

to 1.7% of GDP per year.

Source: OECD
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Table
Fiscal Indicators, 1995-2030'
% of GDP
!nteresr-rute.fgrowth-rgtle differentials
Primary constant*™
balance | net jnterest Financial Net Net interest | Financial
payments halance debt payments balance
United States : _
1995 04 21 —1\.8 38 2.1 -1.8 38
2000 0.1 24 ~2.2 39 24 -2.2 39
2015 -1.0 390 -4.2 50 2 =3.7. 47
2030 -4.9 8.1 -13.0 120 5.6 -10.5 105

Germany
1995 1.2 35 23 46 35 -23 46
2000 1.2 34 -1.9 44 31 -1.9 44
2015 1.2 3.4 2.2 49 33 =21 49
2030 -4.9 6.6 -11.6 105 4.5 -9.4 93

Italy
1995 3.3 1.1 -7.8 121 1%:d -7.8 121
2000 4.5 81 -3.5 107 8.1 =3.5 107
2015 2.5 6.5 -4.0 82 6.0 =35 80
2030 -4.4 13 -15.7 146 8.5 -12.9 127

Canada _
1995 1.3 5.0 =i 64 5.0 =37 64
2000 38 3.9 -0.1 54 3.9 -0.1 54
2015 37 0.7 3.0 6 0.6 31 5
2030 -1.6 0.8 -0.8 -13 -0.6 -1 -13

1. 1995 and 2000 correspond to the OECD's Medium-Term Reference Scenario (MTRS) until 2000 as described in the QFCD

Economic Outlook, Mo. 57.

2. Net interest payments have been projected in two parts. For the net interest paymenfs on the projected stock of debt in 2000

(from the MTRS), the implicit interest rate on government debt (net interest payments as a percentage of net debt) for each
country has been used. For new debt, accumulated from 2001 onwards, long-term market interest rates have been applied
which were derived (from the MTRS in 2000) from an average real interest rate for the major seven countries and individual

inflation rates, except for the scenario ‘individual real interest rates on new debt’ where an estimate of each country's long-term

interest rate (for the MTRS in 2000) has been applied.

3. Differentials derived from the MTRS in 2000 and held constant thereafter,

Source: OECD

Improving budget positions before demo-
graphic pressures start to mount would make a
substantial difference because the debt dyna-

mics would be much more favourable in the
longer term. For example, a permanent cut in
spending programmes of one percentage point

The OECD OBSERVER No. 197 December 1995 fanuary 1996 3 6

of GDP in 2000 would result in net debt in 2030
being between 40-55% of GDP lower than
otherwise in all of the countries considered. Re-
ducing budget deficits would have the particu-
lar advantage of "buying more time’ during which
governments could introduce more funda-
mental reforms. If, instead, policy-makers wait
until the demographic pressures occur and then
try to offset them by keeping debt ratios con-
stant (at their 2000 figures), the spending cuts -
or tax increases — required would amount to
around 5-9% of GDP by 2030, except for the
United Kingdom and Canada.

The main policy options for adjusting pen-
sion systems to cope with probable develop-
ments include raising contribution rates, lower-
ing pension payments and raising the retirement
age.” But the combined effects of falling work-
ing populations and rising numbers of pen-
sioners mean that even quite major increases in
contribution rates or reductions in pension pay-
ments would be insufficient to balance those
schemes that face the higgest problems. Increas-
ing contribution rates does focus directly on the
problem, but is simply one means of raising taxes
and would have to be judged against other, poss-

6. The more radical option of moving to a fully funded
scheme bas been suggested in a momber of countries,
In those facing rapid aging, the transition to such a
scheme is particularly difficult because it requires the
ctrent working generation to pay both for people now:
refired and for their own retivement, which means bigher
feves. Whether or not these additional taxes were paid
intoa separate fund would not change the fiscal arvithmetic
as a whole, but building up a sepavate fund — one that
was actuarially sound—could belp to make the underlying

Siseal difficulties and the inter-generational tmplications

maore (ransparent. n any case. such a scheme would
eitherbave to incorporate an element of intra-generational
redistribution or would bave to be supplemented hy other
provisions for those who would otherivise experience old-
dage poverty.

7. Mabrez Okba, “The Pros and Cons of Early Retirement,
The OECD Observer, No. 185, December 1993/ January
1994,

& The OECD analysis, which is based on World Bank
popidation profections, assumes that migration rates in
mast conntries will fall guite quickly. with only the United
Steates and  Canada  projected to continue receiving
inmigrands after 20100 By 2030, migration flows were
assumed for the sake of the projections everywhere to
be zero, The nimber of working-age immigrants that
wonld be required in 2030 to offsel the fall in working-
dge poprdation fully between 2000 and 2050 (wben the
working population stabilises at a lower figure) wonld
be arownd 13 1o 15 million in each case for Japan,
Germany and ltaly, or between 20-40% of the working-
age popudation.



ibly better, tax options, Increasing
retirement ages (beyond the
changes already scheduled) pro-
vides more scope for rebalancing
schemes, with the advantage of a
two-fold impact: by increasing the
working-age population and
therefore both GDP itself and the
contributions paid, and by de-
creasing the number of pension-
ers. France and Italy, which will
still have the lowest retirement
ages, even after current reforms
are implemented, also face large
pension pressures. So raising re-
tirement ages further there would
seem to provide a major opportu-
nity to ease the pressure, espe-
cially as experience elsewhere in-
dicates that this is a practical and
feasible policy option. Those who
wanted to retire earlier should be
able to do so, but with a corre-
spondingly lower pension.

Whatever reforms are chosen,
it would be important to announce
them as soon as possible and
allow for a phasing-in period, so
that people have time to adjust
their plans. Those who are on the
point of retiring would otherwise
have little time to adjust their pri-
vate savings or change their life-
style to compensate for receiving lower public
pension payments and health-care reimburse-
ments than they expected,

Designing policies to contain the growth of

government spending on health-care as
populations age is a difficult task that is likely to
depend in large part on better design of those
systems and country-specific policies to improve
efficiency. But holding growth in real public
spending per capita on health-care to around

14-1% less than productivity growth is all that is
required in order to offset the impact of aging
on that particular budget line.

Long-term care of the frail elderly, by con-
trast, is likely to face substantial demographic
pressure. Better case-management designed to

Without decisive governement action the macro-economic effects of aging
populations over the next 35 years could well be dramatic.

ensure that they are cared for in the most cost-
effective manner may help to reduce that
pressure. Finding effective ways of financing
long-term care has to be explored further.
Another way of dealing with the pressures of
demographics on government budgets is to
attempt to moderate the aging effect by increas-
ing the relative size of the workforce. Options
that have been suggested include raising the
participation rate, increasing immigration or in-
creasing working lifetimes. Policies that increase
participation rates per se may be difficult to de-
sign, but at least policies which discourage par-
ticipation could be avoided, including those that
make part-time working arrangements unattract-
ive. The use of ‘early retirement’ policies, cur-

Analysis

rently a response to high unem-
ployment, should also be mini-
mised.” But in any event, raising
the overall participation rate would
not go far towards offsetting the
fall in the working population ex-
pected in some countries. Increas-
ing immigration from countries
outside the OECD area is another
option,” but the interaction be-
tween immigration and economic
performance may be quite complex
and there are likely to be practical
limits on the extent to which im-
migration can be increased.

Pictor niphaoto

In a number of countries
further increases in retirement age
could make a major contribution
toward balancing their pension
systems. Medium-term fiscal con-
solidation, furthermore, has a
double dividend: restoring sound
fiscal positions in the medium term
also creates a better starting posi-
tion before demographic pressures
mount, so that the adverse effects
of longer-term debt dynamics are
reduced. Indeed, acting sooner
rather than later both reduces the
severity of the fiscal pressures and
gives people the maximum time to
adjust their plans and provisions to the effects
of policy change. u
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Globalisation
and Industrial
Competitiveness

Hanspeter Gassmann

Industrial policy is evolving rapidly, away from the inter-
ventionism that characterised post-War economies towards a
concern with the underlying conditions for competitiveness.
Paradoxically, a more modest role for the state will involve a
wider range of government institutions.

here is a wide variety of approaches
to industrial policy in the 23
member countries of the OECD,
conditioned by the degrees and
trajectories of economic develop-
ment, tradition, economic philosophies on the
role of the state in stimulating or steering indus-
trial activity, and different institutional frame-
works, not least the extent to which government
is centralised. In some countries, the notion of
‘industrial policy is still accepted; in others, and

they are increasingly the majority, the role of

government is rather seen as influencing only
indirectly the business environment in which in-
dustrial enterprises can prosper. Moreover,
whereas in the past ‘industry’ was mainly syno-
nymous with manufacturing, it is more and more
widely recognised that this term encompasses
also a large part of the service sector (indeed,

Hanspeter Gassmann is Head of the Industry Division
of the OECD Directorate for Science. Technology
anel Industry,

many services exist only because of their inti-
mate connections to manufacturing industry).
And some new industries, the ‘environment in-
dustry’, for example, consist of a mix of ‘classic-
al’ manufacturing industries, such as mechanic-
al engineering and chemicals, together with new
services, such as the monitoring and recycling
of waste.

The very concept of ‘industrial policy’ is
changing in many OECD countries. Some of
them, not least the United States or Germany,
never had an explicit industrial policy. In
others, such as the United Kingdom, and more
recently France and Japan, the idea has under-
gone profound changes in the last decade and a
half. The archetypical form of industrial policy
was characterised by direct government inter-
vention in various forms: state-ownership of
industry, direct subsidies to particular sectors
(often in mature or declining sectors, such as
steel and shipbuilding, but also newer sectors
such as aeroplane production, air transport and
telecommunications), and a protection of the

The OECD OBSERVER No. 197 December 1995/ Janiwry 1996 3 8

domestic market through custom tariffs or im-
port quotas. Underdeveloped regions within
countries also often benefited from direct subsi-
dies, which were intended to spread productive
investments and the expected employment to
result. Today the sectorial approach is less promi-
nent; more and more horizontal measures
affecting all sectors indifferently are used, such
as subsidies to promote the growth of small and
medium-sized enterprises (box, p. 40).

Various forces have influenced this change
of emphasis in policies for industry. First, there
was the general conviction, current since the
beginning of the 1980s, that government inter-
vention was not always the best and most
effective form of promoting industrial develop-
ment and that as far as possible market forces
should be relied on to develop the productive
potential of a country, This change in the
climate of opinion also affected the nature of
corporate management: the profit-orientation
of private-sector forms of management makes
them generally more efficient than public enter-
prises. This perception triggered a general move-
ment towards privatisation of state-owned
enterprises in those countries which had a
sizable part of their industries in state possess-
ion - British Steel, Rhone Poulenc, Elf-Aquitaine
and Alfa-Romeo, to name but a few examples -
although some, like the United States and

Japan, never had a large share of state-owned

industry.

Another constraint on governments was the
growing pressure for the reduction of public debt,
which influenced the general movement towards
privatisation of state enterprises, especially in
European countries - and it is one of the main
reasons, indeed, that a general trend toward pri-
vatisation of state-owned industrial enterprises
can now be observed in countries such as France,
Italy and Austria. Other countries, not least the
United Kingdom and Germany, had been carry-
ing out such privatisations since the 1970s and
"80s.

A third factor in this shift in attitude was the
changing role of the manufacturing sector, which
has been declining in most OECD countries over
the past decade, especially in mature sectors such
as textiles, apparel and leather, basic metals and



Analysis

A helping hand for small business - many governments are explicitly encouraging SMEs, which are often innovative, create jobs, export new products and

improve the skills of the workforce.

fabricated metal products. There has been a con-
tinuing shift in employment away from manu-
facturing towards service-sector activities: in
many countries, services now account for about
60-70% of employment, and manufacturing for
only 20-25%.

Finally, the past five years have seen the grow-
ing globalisation of industry with the continu-

ous expansion of international trade and of

multinational enterprises, which increasingly use
alobal strategies by producing in locations which
provide the best conditions for the deployment
of the factors of production, especially because
of lower wages. This globalisation is made poss-
ible through the increasing integration of national
economies, the liberalisation of international
trade and of capital markets, the growth of for-

eign investment, and the interconnection of

countries with rapid (and increasingly inexpen-
sive) world-wide air transport and telecommu-
nications services.

One of the results of this general movement
was that the ‘classic’ industrial policies of the
1950s and "60s, which were mostly national in
scope, may have become less effective.

Differing
Definitions

The concept of competitiveness has been
hotly debated for a long time. The American
economist Malcolm H. Dunn has recently de-
fined it as ‘the flexibility with which a national
economy is able to adapt to structural change,
or, in the more favourable case, 1o internally
anticipate it"* The definition offered by the US
Competitiveness Policy Council is ‘the ability to
produce goods and services that meet the test
of international markets while our citizens earn
a standard of living that is both rising and sus-
tainable over the long run.* The OECD has de-

fined competitiveness similarly as being ‘the
ability of companies, industries, regions and
nations or supra-national regions to generate,
while being and remaining exposed to inter-
national competition, relatively high factor in-
come and factor employment levels on a sus-
tainable basis".’

These are rather large definitions. A some-
what narrower one is that of “industrial competi-
tiveness’, referring to the quality of the business

1. feremy Beele, The OECD
Observer, No. 196, October/Nopember 1995; Serge [Deros
Regional tegration’, The OECD Observer, No. 192,
FebruaryMarch 1995 Rolf Alter. Foreign Investment
The OECD Observer, No. 190
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FOCUS

A Helping Hand for SMEs

A range of measitres has been proposed to belp
small- and medium-sized enterprises (SMEs).
The first involves improving the training of
mangers. It is generally recognised that man-
agers in SMEs, especially in smaller ones that
are starting-up, have to carry an enormous
burden, since they bave to perform a range of
Sunctions simultaneously. In some countries
(not least Canada, France, Germany. Italy and
the United Kingdom), therefore, measures are
being developed to assist managers with expert
advice, such as free or subsidised consultancy
services. Another form of such assistance facili-
tates the presence of so-called “business angels',
senior retived executives who have managerial
experience from their previous jobs, who know
about the pitfalls of a start-up situation, who
have knowledge of a particular field or techno-
logy. or who can belp in the development of
business plans.

A second line of attack is through the reduct-
ion of administrative burdens for SMEs. Such
Sirms bave special difficulties in complying
with too many regulations and procedures,
especially in the start-up phase. SME managers
have little time for excessive paperwork, and
cannol afford consultants and lawyers to help
them. In Australia, Canada, the United King-
dom and the United States, for instance, meas-
ures are being laken lo develop so-called ‘one-
stop-shopping’ — physical or ‘virtual’, with the
belp of information technology — where all
daccess lo administrative information and pro-
cedures is concentrated in one place, to save
managers' time, and to diminish stress from the
time that such procedures waste.

Another approach is facilitating finance for
SMEs. which often bave continuous, sonietimes
serious, cash-flow problems, especially when

environment of a given country - the factors
which promote a propitious climate for the de-
velopment of industry.’ As such it contains a
series of ‘framework conditions for industry": con-
siderations of labour costs and conditions,

they are starting up. The measures available in
many OECD countries include the provision of
incentives for seed money. venture capital,
venture loans, and credit guarantees. Often

SMEs have to pay up to 4% more interest for
their bank credits than larger firms because the

risks are perceived to be higher. Many com-

plaints are beard from SMEs that the banking
sector does not yet provide financial products

and services specially tailored for them. That
may be, in part, because many banks are not
equipped to assess the risks for their loans to
SMEs correctly, especially in bigh-technology

areas or for innovative products. It would help,

then, if banks could be persuaded to improve
their services to SMEs, either by providing in-
centives (such as inferesi-rate subsidies) or by
requiring banks to publish their actions in

Javouwr of SMEs, or to provide performance

indicators of such services (as is proposed in
Canada, for example).

A fourth path proposed in several countries is
to stimulate industrial RED in SMEs. Many of
them perform little RED, partly because they are
not able to pay for it. and parly because they
bave no tradition of performing such research.
Yet international competition, and the pressure
lo create and possibly export new and sophisti-
cated products, means that such RED is in-
creasingly essential. As well as the more tradi-
tional incentives, there are others to stimulate
networking with partners in the same sector or
with customers, if the SME is a supplier lo a
lavger firm. Business links or subsidised con-
sultancy services can help SMEs to identify re-

search facilities in universities or other institu-

tions, and to advise them on licensing arrange-
ments,

corporate governance, the qualification of the
workforce and investment in training, the state
of the physical infrastructure for transport and
telecommunications, the quality of public admin-
istration and the importance of streamlining it
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(through deregulation and the reduction of ad-
ministrative burdens), and also competition poli-
cies, protection of intellectual property, policies
on quality and standards. environmental regu-
lation and so on."

In several countries - Canada, Germany,

Japan, the United Kingdom and the United States,

for example — measures 1o deregulate and re-
duce administrative burdens have been initiated,
or government/ private-sector task-forces set up
to analyse the regulatory situation in the coun-
try and prepare recommendations to improve
it. The European Commission has set up a com-
mission on deregulation, and most recently a
new Council for Industrial Competitiveness,
which produced a first preliminary report for the
last European summit in Cannes in June 1995,
Since the beginning of the 1990s. many of
the OECD countries have prepared reports the
better to assess their industrial competitiveness,
nationally and relative to other countries. These
documents have taken various forms: academic
studies. reports from private consultants, gov-
ernment white papers on competitiveness (the
most recently published in the United Kingdom,
for example, appeared only in May of this vear®
reports on factors of location (Standort) in
German-speaking countries, and so on.

Whence
Competitiveness?

What do these reports recommend? In other
words, what are the central elements of the new
policies to promote industrial competitiveness
perceived to be?

An overriding concern is the promotion of
investment. The constant reference to investment
occurs not only in the sense of physical invest-
ment (especially for small and medium-sized
enterprises) but also in that of human capital;
indeed, the improvement of the skills and quali-
fications of the workforce is a recurrent theme.
Better training of the workforce, not only in
formal education, but also on-the-job, in appren-
ticeships, and so on, is widely advocated. In some
countries, such as the United States, measures
o increase the savings rate, which is perceived
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State-ownership of heavy industries such as steel - the archetypical form of industrial policy in many

OECD countries — has largely been abandoned.

as 100 low to sustain investment durably, are
also recommended.’

In continental European countries in particu-
lar — where not only are wages high but there
are also very high non-wage employment costs,
such as social security, unemployment insurance
and so on - a reduction of the non-wage costs
is recommended, especially for lower salaries,
in order to encourage employment or re-employ-
ment of the unemployed. This measure has been
recently implemented in France. financed by
an increase of value-added tax.

The importance of promoting innovation and
increasing industrial research and development
is another high priority in many of the reports.
In the course of the last recession the intensity
of industrial R&D diminished in many OECD
countries. There is concern that in the future
such expenditures may behave like other invest-
ments and vary with the business cycle. Since
industrial R&D is a long-term investment, and
thus should not vary too much as a function of
short-term considerations, that may pose a prob-
lem in the future. Measures to promote indus-
trial R&D include partial grants. tax incentives,

and incentives to partnering with universities and
research institutions.

Another constant theme is the promotion of
small and medium-sized enterprises (SMEs). It is
generally recognised that SMEs are becoming
more important, for four main reasons: they are
often innovative; they contribute to the net
creation of employment; they often are good
exporters of new products; and they increasingly
contribute to improving the skills of the work-
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0. Berrie Stevens

Analysis

FOCUS

Common Concerns

On 18 October 1995, the OECD Industry Com-
mittee held a High-Level Forum on Industrial
Competitiveness, during the cowse of which
several recent reports — from Austalia, Ger-
many, fapan. the Netherlands, Portugal.
Spain, Sweden, the United Kingdom, the
United States and the European Comimission —
were presented. They dealt with two mdajor
themes, globalisation and unemployment,
linked by a concern for policy development:
micro-economic policies (the betler to infe-
grate approaches lo technology and innova-
tion) and industrial policies, including the
Jostering of small and medinm-sized enter-
prises, the training and education of the
workforce, and the expansion of infrastruct-
ures, especially those for ‘information bigh-
weys .

Particular attention was given (o the im-
pact of regulatory reform on competiliveness.
How can countries reform their institutional
Sframework, not least their regulatory environ-
ment, 5o as to increase their flexibility in meet-
ing new challenges? For many individual gov-
ernments. and for the European Conimission,
this issue bas become a major concern, al-
though the responses vary according lo the
country. There was agreement thal an appro-
priate, coberent regulatory framework was
important for the competitiveness of enter-
prises. A new culture of lighter, less infervent-
ionist regulation was also necessary, with a
change from the imposition of regulation from
above to the negotiation of regulatory frame-
works between government, business, trade
unions and other interested parties, such as
consimers. Representatives of the privale
sector and the unions also joined in this dis-
cussion, and offered examples of problems al-
ready encountered and recommendations as
to how they might be solved.

The Forum confirmed that a number of
countries are rapidly making competitiveness
policies part of their policy framework, the
major concern being how to adapt the busi-
ness environment to allow enterprises to flovr-
ish, with the objective of improving general
living standards. An important point of dis-
cussion centred on how such compelitiveness
policies might be better co-ordinated between
various government departments. Not least, it
is becoming wrgent that the interaction of
macro- and micro-economic policies be -
derstood.
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Globalisation
and Industrial
Competitiveness

Alfa-Romeo was one of many companies privatised in the first
wave of ‘denationalisation” during the 1980s.

force, especially in high-tech activities and in
apprenticeship training,

Other approaches mentioned in some of the
reports on industrial competitiveness involve the
development of infrastructures. The most widely
quoted development today is the construction
of information superhighways, which are widely
assumed to be improving productivity, devel-
oping new products and services, providing in-
stant world-wide information. Navigating in
cyberspace on the Internet can provide multiple
access o new information at relatively low cost,
and is therefore especially suited for SMEs, since
it can increase networking capability even for
one- or two-person firms."

But physical transport is also important for
increasing productivity, So measures to build
rapid rail transport, to improve multi-mode trans-
port (combining trucks, railway and air), or to
improve the connections between airports and
road and rail networks in a country are discussed
in some reports as useful ways of increasing
industrial competitiveness.

The protection of the environment is also
sometimes mentioned as important for longer-
term sustainable development and therefore for
1. See pp. 12-14

1L Deborab Hurley, ‘Property and Privacyin Cyberspace’,
T'he OECD Observer, No. 190, October November 1995

industrial competitiveness. But this
issue cuts hoth ways: environ-
mental protection means new
regulatory burdens and extra costs
for industrial enterprises; and yet
it also provides new business op-
portunities by creating new prod-
ucts and services and therefore can
help to re-vigorate and stimulate
markets and the industrial tissue.
Measures to help industry, and
especially SMEs, to adapt to this
new situation include incentives
for recycling materials, and sim-
plification of compliance reports.

Finally, the protection of intel-
lectual property appears to be of
increasing importance for improv-
ing industrial competitiveness,
There are four types of intellect-
ual property: patents, copyright, trade secrets and
trade marks. The first two are important for
licensing, patents mostly for products and pro-
cesses, copvright for music products and com-
puter software including games." Trademarks are
important for protection against copying of
branded products. Although the Uruguay Round
negotiations have resulted in an agreement on
trade-related aspects of intellectual property,
which will in the next years provide for a gen-
eral convergence of laws and regulations in in-
tellectual property, the enforcement of such laws
and regulations still widely varies among coun-
tries, and requires improvement,

Policies for industrial competitiveness cover
a rather large spectrum. A major issue for gov-
ernments in the next years is the effective co-
ordination of such diverse policies. That will be
no easy task, since a number of government
departments are responsible - for economics,
research and technology, finance, labour, edu-
cation and more. It may be that new ways of
horizontal co-operation and co-ordination can
be found, whereby the concept of networking,
s0 often advocated for advanced enterprises, can
be applied also to government departments, in
order to improve inter-agency co-operation.
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These developments may also bring new insti-
tutional challenges, especially for the ministry,
department or agency with the task of co-
ordinating this co-operation. Innovation in or-
ganisational forms, and even the creation of new
institutions to cope with industrial competitive-
ness policy co-ordination, may well be an im-
portant theme for the future,

International co-operation of a new type may
also be necessary. Countries will compete in
improving the quality of their business environ-
ment and thus increasingly will have to com-
pare where they stand relative to other nations.
They will therefore have to develop common
measurements and benchmarks. With the vear
2000 only four years away, it is time to start now
with such innovations in order to be ready for
the 21st century. =
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Economies

in Transition
Analysis

The Agro-food Sector
in Transition

Ferdinand Kuba

The move to a market economy in the agro-food sector of the
former communist countries has been more successful in central
and eastern Europe than in the states which used to constitute
the Soviet Union, where radical reform bas yet to be embraced.’

ost of the central and eastern
European countries (CEECs)
have travelled further down the
road to market-oriented agricult-
ure centred on private owner-
ship than have the New Independent States (NIS)
of the former Soviet Union, and in 1994 experi-
enced some recovery in production. In the NIS,
by contrast, where many farms remain un-
reformed and are effectively bankrupt, product-
ion in 1994 fell further from the previous all-
time lows; for livestock. indeed, it was the fourth
consecutive vear of shrinking production.

Demand for food declined generally in both
regions in 1994, particularly for goods highly
sensitive to changes in incomes, as people
switched to less expensive foodstuffs. Consumpt-
ion of meat and dairv products, for example,
has fallen by around 20-30% since the start of
the transition. That is hardly surprising: huge
consumer subsidies under the centrally planned
system kept demand high relative to per capita
GDP.

There were no major problems of food sup-
ply in the CEECs, and in the NIS subsistence
production delivered stable - if hardly copious -
food supplies to the rural populations, although

Ferdinand Kuba is Head of the Relations with the
Economies in Transition Division in the OECD
Directorate for Food, Agriculture and Fisheries.

the absence of functioning markets and trans-
port infrastructure meant that some industrial
centres faced occasional shortages. In spite of a
substantial decline in production, agricultural
imports into the NIS decreased substantially.
Reduced demand for feed grain reflected the
decline in livestock herd numbers.

Contrasting
Developments

The CEECs continued their market-based
reforms in 1994, Progress in macro-economic
stabilisation was made in most countries. GDP
expanded by almost 4% on average and infla-
tion decelerated considerably, although remain-
ing high by OECD stz indards. Unemployment,
too, staved high in most countries.

Agnul]lurc seems 1o be recovering through-
out most of the region. Without the consider-
able impact of drought in Poland in the late
summer of 1994, which affected also the Czech
Republic and the Baltic states. agricultural out-
put for the whole region would have expanded
for the first time since the transition began in
1990. Provisional figures for 1994 indicate an
I Agricultural Policies, Markets and Trade in the
Central and Eastern European Countries, Selected
New Independent States, Mongolia and China:

Monitoring and Outlook 1995 OFECD Publications
Paris, 1995

increase in grain production. In the Czech
Republic, Bulgaria and Hungary, production of
W hc it and coarse grains (maize, barley and rye)
in 1994 exceeded that of 1993. Wheat product-
ion likewise increased in Slovakia and Romania.

The fall in demand for food led to a decline
in output from the livestock sector in most of
the CEECs. But there are signs of a reversal in
this trend, as the fall in demand has begun to
level-off. There has been, for example, some
rebuilding of herds and increased milk product-
ion in Poland and Albania.

The economic situation in the 12 NIS con-
trasts starkly with that of the CEECs. Russian GDP
fell by 15% in 1994, and there were even steeper
declines in some of the other NIS - with further
falls expected this vear. In tandem, the poor
agricultural performance of most of the NIS con-
tinued. In the four principal food-producing
countries — Belarus, Kazakhstan, the Russian
Federation and the Ukraine - gross agricultural
output has fallen by a third to a half over the
past five vears, and there are doubts as to whether
it will recover this vear. The livestock sector has
been particularly hard hit: herd size and total
production have decreased by 40% since 1991
and are still falling.

Unfavourable weather caused much difficulty
in 1994. Drought likewise lowered yields in
southern Ukraine, in some major Russian grain-
producing areas and in northern Kazakhstan, and
Belarus reported a harvest failure. But the weather
is not to blame for everything: some of the pro-
duction problems come from the cumulative
effects of distuptions in the supply of inputs,
inefficient marketing and the poor allocation of
agricultural credits.

Reform
of the Agro-food Sector

The restructuring of large state and collective
farms set up under communism will not encour-
age efficient production without two things:
market-determined price-signals that will gener-
ate an economically coherent structure of incent-
ives and a security of property titles that will
allow long-term planning for investment. Viable
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The Agro-food Sector
in Transition

With the drop in consumer subsidies demand for diary and meat products has fallen by some 20-30%
since the beginning of the transition in both the CEECs and the NIS, although some diary herds are now
beginning to build up again.

market-oriented farms — whether individually
owned, corporate or co-operative in the wesl-
ern sense — can succeed only if property rights
are clear and the lease or sale mechanisms for
land reliable.

Like patterns in production, the extent of farm
reform shows a degree of contrast between the
CEECs and the NIS. Before reform started, large
state and collective farms worked almost all farm
land in both groups of countries except Poland.’

Several strategies have been pursued to place
land in private ownership and/or operation. In
the CEECs the most important has been the
restitution or compensation of former land-
owners. In Bulgaria, for example, the authorities
have sought as far as possible to return to
people the specific parcels of land they used to
own. Hungary has taken the alternative route of
compensating legitimate claims by various
means, including vouchers which entitle the
holder to bid for land, rather than physical resti-
tution.

Restitution has not been without its problems.
Attemplts to restore property rights have been
hampered by the poor state of pre-communist
land-registration records, and a lack of legal and
administrative institutions able to solve disputes

and settle claims. Moreover, many claimants lack
the agricultural and management skills to go into
farming.

The second strategy has been mass (or ‘spon-
taneous’) privatisation, allocating land rights with-
out reference to former ownership, essentially
dividing the land of former state and collective
farms among their workers. Albania, Romania
and the Baltic states have adopted this approach.
In Albania and Romania, indeed, the old farms
have been totally replaced by this small-scale
private farming. But this method, too, has had
its difficulties, not least because of claims from
former owners or their heirs.

Third, privatisation through the allocation of
shares has been used widely in the NIS to
divide the land and other assets of existing farms
among farm workers, distributing it according
to the number of years a worker has been with
the farm.

Lastly, the creation of new, private family

farms is proceeding alongside re-organisation of

state and collective farms, in both the CEECs
and the NIS. The procedure in the NIS is gener-
ally that local authorities allocate to individuals
land that was formerly unused or was an under-
exploited part of a larger farm, while in the CEECs
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private farms began to operate on restituted land
or with a share from a former collective farm,

A variety of types of new farms has grown
from these four strategies. In all of the countries
involved, new individual enterprises have been
established. In Hungary and the Czech Repub-
lic, for example, most collective and state farms
have been restructured into co-operatives. In
Estonia and Romania, as well as in the NIS, cor-
porate, or joint-stock, farms have been more
common. In such farms, shares of land and other
assets have been recommitted to the new enter-
prise in return for stock certificates, with little
internal restructuring.

Opponents of reform have expressed con-
cern that the fragmentation of larger farms will
raise costs and lower efficiency. But, with the
exceptions of Albania and Romania, excessive
fragmentation has not happened. In Hungary and
the Czech Republic, for example, fragmented
ownership has not led to fragmented operation,
since the land has largely been leased to trans-
formed co-operatives.

In spite of some success in the privatisation
and re-allocation of agricultural land, a market
that permits the use of land as collateral required
for an efficient system for agricultural credit is
still largely non-existant. Some modest success
has been achieved in the central and eastern
European countries, but reform of the financial
sector has barely begun in the NIS. A reliable
banking sector also has to be established,* and
the doors have to be opened to foreign capital.

But it is not only land that has to be priva-
tised. The sale of retail outlets into private hands
has been quite successful, particularly in the
CEECs. It is proving more difficult to privatise
large supply and food-processing operations,
since many of them are heavily indebted and
rely on outdated technology, although there has
been some progress on this front in the CEEC,
chiefly in the Czech Republic, Hungary and
Poland. Marketing and distribution systems in
the NIS likewise have still to be privatised.

2. dais Portugal, ‘Restriecturing Polish Agriculture’, The
QECD Observer, No, 192, FebruaryMarch 1995

3. Hans [ Blommestein, Sound Banking for a Strong
Market’ The OECD Observer, No. 177, August/September
] o0z
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Trade
Relations

Most of the CEECs have sought to re-orient-
ate their agricultural trade towards western
Europe, and have negotiated preferential trade
agreements, known as ‘Europe Agreements’, with
the EU. Yet these Agreements provide only for a
gradual step-by-step improvement in marke
access for agricultural products from the CEECs.
Such Agreements, which will eventually lead to
free trade in most goods and services, have been
signed by the EU and Bulgaria, Romania and
the four ViSegrad states (Hungary, Poland and
the Czech and Slovak Republics) and the Baltic
states.

Exports by the CEECs to the west are still
limited by a number of factors: difficulty in meet-
ing western standards on quality, and competi-
tion with heavily subsidised western products.

Instead, imports from the west, particularly of

value-added goods (those ready for consumpt-
ion, rather than commodities), increased, exacer-
bating the trade imbalance of the CEECs with
western Europe. Indeed, the slight improvement
in export performance in 1994 was primarily
hecause of higher exports from central and
eastern Europe to the NIS.

A number of the CEECs are looking forward
1o taking their place in an enlarged EU, thus set-
ting a seal on their democratic and economic
reforms. In the agro-food sector there is no doubt

that the adoption of policies similar to those of

the Common Agricultural Policy (CAP) of the
EU would impose high costs on taxpayers and
consumers in the CEECs, distort their economies
and weaken their competitiveness. In spite of
such adverse effects, the CEECs that have asso-
ciation agreements with the EU have begun, in
anticipation of membership, to put into place
structures such as support funds, market-regula-
tion agencies and so on, and to apply such
instruments as price guarantees and export sub-
sidies which resemble to some extent those
applied under the CAP. So far price and other
support payments have been kept under con-
trol and are substantially below those practised
under the CAP, but once the institutions are in

Grain production in the CEECs has generally increased of late, though drought has combined with
disruptions to inputs and lack of credit to reduce output in the NIS.

place, the situation could change very quickly,
with a considerable increase in output — as ex-
perience in the Linder of the ex-DDR has
demonstrated. In view of the tightness of the
commitments undertaken by most of the CEECs
in the Uruguay Round, such an expansion would
soon become a problem; it would also be very
costly.

Hungary, Poland, the Czech and Slovak

Republics and Romania are already members of

the World Trade Organisation, the body which
has taken over from the GATT, and many of the
other CEECs and NIS are in various stages of
negotiations for membership.

Although the CEECs are making substantial
progress towards more market-oriented product-
ion, much remains to be done. Indeed, the ex-
tent of reform varies considerably, with most
progress in the four Visegrad countries, Estonia
and Slovenia. The economic and social upheaval
which has resulted, and which will continue for
the foreseeable future, will keep up the press-
ure for structural adjustment in the agro-food
sector.

The NIS, by contrast, having embraced re-
form more recently and more hesitantly, have
yet 1o see the impact of transition bottom out
But though they emerged from a common insti-

tutional matrix of some seventy years' duration,
their individual characteristics have re-emerged
even in the brief period since the collapse of the
Soviet Union, and over time they will certainly
become more diverse. Policy prescriptions will
have to bear this diversity in mind. In the mean-
time, the example of the steady recovery of
agricultural production in the CEECs should
facilitate further movement along the path
towards the market.
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Spotlight

Sweden

Tackling Unemployment

Hans Christiansen

he Swedish economy, long consid-

ered a showease in maintaining full

employment, emerged from the

latest recession in 1993 with its

highest rate of joblessness since the
1930s. Since the fexibility in real wages and act-
ive labour-market policies that were tradition-
ally used seem unable to cope with the current
volume of unemployment, the government is
turning its attention to policies for increasing the
demand for labour. These include measures to
improve the flexibility of the labour-market, lower
unrealistic expectations about wages, encourage
the growth of enterprises and job-creation, and
upgrade the quality of the labour force through
educational policies.

The unprecedented slump in the Swedish
economy from 1991 to 1993 caused the demand
for labour to drop throughout the private sector,
and the public sector, struggling with severe
budget deficits. could not compensate for the
job losses by absorbing the jobless. As a result,
unemployment rose to a post-War high for
Sweden of almost 10% of the labour force in
mid-1993. with another 3% participating in act-
ive labour-market schemes such as job-training
and work-fare. The moderate growth in output
in 1994 and 1995, led by expors, was mainly
met through increases in productivity, although
it did trigger some growth in the demand for
labour in industry and thus contributed to a
modest reduction of unemployment.

Hans Christiansen works in the Country Studies and
Economic Prospects Branch of the OECD Economics
epartment
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In spite of the depressed labour market, col-
lective wage-agreements concluded in the first
half of 1995 will boost wages by more than 4%
per vear over the next two years, even in
domestically oriented sectors particularly hard
hit by the recession, not least construction and
retail trade. This behaviour may be seen as a
major break with the past. when real wages fell
sharply whenever unemployment rose modestly.”
But flexibility in real wages in the 1970s and
80s coincided with internationally high inflation;
and on two occasions it was linked with sharp
devaluations of the krona, allowing even
modest nominal wage restraint to reduce real
wages considerably. With inflation currently
below 3% and the government determined to
maintain price stability, such an option is clearly
no longer available. Bringing down unemploy-
ment therefore calls for more labour-market flex-
ibility than in the past, particularly geographical
and occupational mobility, and allowing rela-
tive wages to reflect supply and demand in the
labour market.

Labour-market
Instruments

Generous benefits to unemploved people.,
both in terms of high ‘replacement rates’ — un-
employment benefits relative to previous
wages — and the length of the period for which
benefits are permitted, risk underpinning un-
realistic expectations about wages and retarding
the occupational and geographic mobility that is
required. Under the Swedish system of income-

190G 46

support, members of unemployment-insurance
funds (88% of the labour force) are entitled 1o
unemployment benefits. The maximum rates of
these benefits have recently been lowered to
75% but, since many OECD countries have re-
placement rates around 60%, they remain high
by international standards. In addition, means-
tested assistance in cash from local authorities -
which in some cases can be more generous than
the unemployment benefits — are available to all
the unemploved. although a certain social stigma
seems attached to accepting them. A recent study?
shows that they are granted to only a small fract-
ion of the households which would in principle
be eligible for them. But for people who do re-
ceive benefits they are available virtually indefi-
nitely, which must affect the intensity of job-
search.

The aim of Sweden’s long-standing empha-
sis on active labour-market policies has been to
ensure that the unemploved maintain contact
with the labour market by preventing the ero-
sion of human capital, and by selectively train-
ing the unemployed for occupations where there
are labour shortages. But the effectiveness of
active measures in providing a platform for re-
entry into regular employment has, arguably at
least, been weakened in recent years with in-
creased emphasis on participation in such
measures as a means of prolonging rights to un-
employment-insurance benefits. This re-orient-
ation has meant that the unemployed have been
referred to programmes only when they have
come close to the maximum limit of their
benefit duration, and that participation in the pro-
grammes has been followed by re-entry into
unemployment.

Employment-protection legislation (EPL) can
affect the volume of employment to the extent
that it tends to increase the costs of firing em-
ployees and hence acts as 4 net deterrent to new
hiring. In certain respects, EPL for permanent
employees remains tight in Sweden compared
1. OECD Economic Surveys: Sweden, OFCD Publicea-
tions, Paris, 1995

2 Foranovervien, see Langridsutredningen 1995, Ministry
of Finance, Stockiolin, 1995

2 En Social Farsiknng — Rapport tll experigruppen for
stuchier 1 offentlig ckonomi, 08 199481, Ministry of
Fitaenee, Stockbolm, 1994,
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to other North European countries. by, for ex-
ample, imposing a strict last-in-first-out prin-
ciple and some of the longest notice periods in
the OECD area. Periods of notice after four years
of employment are four months — twice the
OECD average. In other respects, nevertheless,
Swedish legislation is rather permissive. There
are no restrictions on the right of employers 1o
dismiss workers for economic reasons and no
legislation about severance payment in this event.

The tax system can distort market mechanisms
to the extent that real after-tax wages paid to
employees differ from the real labour costs of
the employer (this is the ‘fax wedge)). In parti-
cular, any successful attempt by employees 1o
protect their real take-home pay against tax in-
creases leads to higher total labour costs and
thus lowers demand for labour. Sweden has one
of the highest tax wedges in the OECD area
and - although empirical studies disagree about

1987 88 89 90 91 92 93 94 95 199

the precise extent of ‘tax-push’ in wage form-
ation — it would be difficult to reject the propo-
sition that higher taxes have depressed demand
for labour to some extent.

Most Swedish studies of job-creation and
-destruction conclude that a dominant share of
the net job-creation is derived from the creation
of new enterprises and the expansion of small
businesses. In this case, policies aimed at allow-
ing small enterprises to grow would seem
attractive. Sweden has established venture-capi-
tal companies and aimed at diverting financial
resources from publicly controlled funds toward
small and new enterprises. The major obstacle
to the increased creation of enterprises would
nonetheless seem 1o be the tax system, which
imposes a high burden that limits demand. The
service sector, which in most countries is seen
as the major creator of future jobs, is especially
hard hit. The purchase of services is highly re-

Spotlight

sponsive to net household income: furthermore,
the provision of services is by nature labour-
intense and thus particularly sensitive to tax
wedges.

Upgradin
Skills -

Better education - which raises per%onal pro-
ductivity — boosts the demand for labour. As a
unollm to improving labour-market flexibility.
the Swedish authorities have therefore introduced
a policy of raising the educational attainment of
the population. From 1991 to 1995 the number
of places in the regular education system was
stepped up by more than 90,000 (2% of the
labour force), the main focus being on higher
education, which increased its intake by 30%.

This policy change may at first glance seem
surprising, given the fact that Sweden has a long
tradition of promoting educational policies, Past
policies mainly focused on primary and second-
ary education, on which Sweden spent a larger
share of GDP than any other OECD counury.
The difference lies in the fact that the share of
the labour force which has completed higher
education is not particularly high by OECD stand-
ards. Furthermore, an unusually large part of the
better-educated Swedes are over 40 vears old
and are specialised in areas aimed at public-
sector employment, such as teaching and
human sciences. Indeed, empirical studies indi-
cate that in recent decades Swedish industries
have increasingly specialised in the export of
traditional resource-based products with a low
educational content. The government has aimed
at redressing this problem by selectively boost-
ing the intake 1o technical and business-admin-
istration education, which is perceived as part-
icularly relevant to the business sector.

OECD BIBLIOGRAPHY
OECD Economic Surveys: Sweden, 1995,
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The United States
Developing the Workforce

Kathryn Gordon

or several years now commentators

have been suggesting that the United

States = with its flexible wage-form-

ation, relatively unregulated labour-

markets and strong work incentives —
might be caught in a low skills, bad jobs" trap.
But it can also be argued the creation of so many
jobs — not only in high technology and in well-
paid services, but also for the United States’ large
population of poorly educated workers with low
skills - could be considered a tribute to the flexi-
hility of US markets and to the entrepreneurial
skills of its business class. Responding to trends
in relative wages that lowered the cost of em-
ploying low-skilled workers, US enterprises have
identified promising activities, implemented suit-
able technologies and garnered the financial re-
sources required to employ the existing stock of
workers and skills. According to this view, re-
cent trends in wages and jobs creation reflect a
market system that, in the course of equating
the supply of and demand for labour, has merely
placed a price tag on the economic dimension
of some deeply rooted problems.'

Chief among these is an initial education sys-
tem that, for many communities, functions very
poorly. Although its performance is variable (hoth
by region and by ethnic group). statistics show
that substantial portions of it are highly ineffect-
ive. Large regional variations in scores for math-
ematics, for example, place some US states at
the very top of international comparisons (on a
par with Taiwan and South Korea), while others
are comparable to low-income countries with
high illiteracy rates (Jordan, say). Black students,
by the time they graduate from high school, trail
their white counterparts by about two years, with

Kathryn Gordon works in the Country Studies and
Economic Prospects Branch of the OFCD Economics
Department,

much of this difference atributable to the fact
that two-thirds of blacks live in central cities
where schools are poorly financed. where the
surrounding community contains few members
who are themselves well educated and where
the local economy often functions verv poorly,
Thus, when the system works badly, it works
very badly. Indeed, that so many people leave
the initial system with substandard education
constitutes a failure of US policy on human capital
with few, if any, parallels in the OECD area.

The tvpical high-school graduate who does
not move on to higher education has experi-
enced steady erosion of wages over the past two
decades. Unfortunately, the prospects for a turna-
round are not good. Forecasts of how the
demand for skills might evolve - though notori-
ously difficult to make - point to continuing
increases in the demand for better-educated,
more highly skilled workers, as sectorial trends
move towards activities based on the sophist-
cated use of information.” That
the primary and secondary
system fails to ensure even =
minimally adequate schooling s
for a large segment of the ¥
population is not a new prob- =
lem, but it would appear that
the economic forces now mar-
shalling - technological and £
organisational change, demo-
graphic evolution, immigra-
tion, globalisation of trade
and investment flows, and
continuing change in the
structure of demand for goods
and services — are making it
more costly.

The performance of higher
education, by contrast, is im-
pressive. The proportion of
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Americans completing university at 27%,” is twice
the OECD average. The United States spends a
larger percentage of its GDP - 2.5%, compared
with an OECD average of 1.7% — on higher edu-
cation than any other country for which the data
are available, Likewise, the proportion of adults
who reported having participated in job-related
education in 1991 — at 38% - is high relative to
most other countries that supply such data
(Figure).

Adult Education
to the Rescue?

Some analysts hold forth the hope that, by
increasing the skills and knowledge of the adult
workforce, the deficiencies of the initial educa-
tion system might be repaired. In many respects,
the US system of adult education and training is
already highly successful. There is vigorous com-

Formal higher education has evolved into a diverse and
efficient system with a strong career orientation.




petition between various training channels
formal education, in-firm training, self-teach-
ing and on-the-job experience — in different
market settings. The US system of workforce
development allows relatively free play to these
competitive processes.

Public involvement is nevertheless exten-
sive. Such involvement attempts to redress the
major market failures in education and train-
ing, not least the difficulty of using credit
markets to finance the accumulation of human
capital, problems in transmitting information,
and social and economic externalities, Local,
state and federal governments spent about S60
billion in 1991 for formal, adult education
(although relatively little for formal enterprise
training).

Other, broader features of American society —
high geographical mobility, the absence of
social or regulatory controls on poaching staff
or job changes - have also had an influence on
workforce development and on the pattern
of adult education and training. First, many
workers (recognising that their relationship with
a given firm might not last very long) develop
portable human capital. favouring skills readily
signalled to prospective employers. including
activities that give rise to course credits, creden-
tials and diplomas, the value of which is readily
understood. By contrast, the development of
skills that are more easily deployed in a parti-
cular firm - for example. understanding the
idiosyncracies of the production processes, prod-
ucts or clientele of an individual firm - is some-
what weaker and tends to be concentrated within
a limited set of employees. This reluctance to
rely heavily on long-term economic relationships
is a prominent feature of the US economy, one
that is apparent also in capital markets and in-
dustrial organisation.

Second, the formal higher-education sector -
itself responding to labour-market signals and
1o intense competitive pressures within the

1. QOECD Economic Surveys: The United States. (OFc.[)
Publications, Paris, 1995

2 ferenry Beale, "The Information Fxplosion . The OECD
Observer. No. 196, Octaber Novenber 1995

F This s the ratio of all university graduates in 1992
o the poprlation of graduaiion age.
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1. Participation in job-related continuing education and
training as a percentage of the employed population aged
25 to 64.

Source: OECD

sector itself — has evolved over many decades
into a diverse and, on the whole, efficient sys-
tem with a strong occupational or career-devel-
opment orientation. In effect, most adults who
have the inclination and the resources to hand
to take time-off from work or from other activi-
ties can avail themselves of a wealth of rela-
tively high-quality training and general-educa-
tion services that are provided by numerous
public and private insitutions. Numerous forms
of assistance (scholarships, guaranteed loans and
state-subsidised institutions) are available to many
of them if they so desire. Indeed, large portions
of the US workforce use the adult-education sys-
tem for life-long learning.

Increasingly, institutions of higher education
are contracting with businesses to provide
tailor-made training packages. Another, more
recent innovation involves the creation by firms
of business units specialising in contracting-out
for (or sometimes even providing directly) the
full range of their employees’ educational
requirements.

In spite of its many successes, though, the
adult-education and training system is beset by
shortcomings that will require the sustained
attention of policy-makers. The most serious and
least tractable of these problems is that it fails to
work for the large fraction of people who end
their studies with a high school diploma or less.
This appears to be less a problem with the higher-
education system itself than a symptom of a

Economy
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broader failure of the American social ‘model”.
This model embodies the inter-related char-
acteristics of heavy reliance on local or state
finance for basic social services (especially edu-
cation) and pronounced geographical separa-
tion of social groups with divergent incomes
and requirements. The flexibility permitted by
these arrangements has encouraged Americans
with the necessary wealth and political sophis-
tication to organise themselves spatially into
distinct ‘clubs’, so that their local taxes are not

‘diluted” by having to meet the educational

demands of less advantaged communities,

It is clear, though, that any long-term, effi-
cient solution will necessarily involve signifi-
cant improvements in the performance of pri-
mary and secondary schools. Unlike compul-

sory education for younger age-groups, the miss-
ion of adult education is not to ensure that the
entire student population adheres to some
socially determined minimum standard of per-
formance. If the primary and secondary system
fails to ensure adherence to such a standard. the
adult system can be at best only a partial
remedy.

More investment in educational standards
would allow schools to communicate more ef-
fectively with parents and students in order to
explain what is expected of them. Schemes to
widen choice in schooling — especially with vari-
ants, such as vouchers, designed to assist the
poor so that parents with low educational back-
grounds will be able to use them successfully -
have been experimented with only on a local
scale. Finally, improving the quality of vocational
education may help schools attract students who
are not motivated by a purely academic
approach. w
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% change
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Gross Domestic Product Q2 95 0.7 34
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Consumer Price Index Q295 13 45
current | same period
period last year
Current Balance Jul. 95 -1.88 -1.54
Unemployment Rate  Aug.95| 83 94
Interest Rate Aug. 95 7.55 5.70
‘ AUSTRIA
% change
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Gross Domestic Product Q295 | 03 25
Leading Indicator Jul. 95 0.4 09
Consumer Price Index  Aug. 95| 0.5 21
current | same period
period last year
Current Balance Jul, 95 0.60 -0.40
Unemployment Rate  Aug.95| 6.7 66
Interest Rate Jul, 95 4.55 4.84
DENMARK
] % change
~laly period from previous
period year
Gross Domestic Product Q1 95 08 36
Leading Indicator Jun. 95 12 1.6
Consumer Price Index  Aug. 95| 0.2 1.6
current | same period
period last year
Current Balance Q295 0.65 0.41
Unemployment Rate  [un.95 | 10.2 123
Interest Rate Sep. 95 5.70 6.40
GERMANY
% change
period from previous
period year
Gross Domestic Product Q2 95 25 22
Leading Indicator* Aug.95f 03 -13
Consumer Price Index* Aug. 95| -0.2 15
current | same period
period last year
Current Balance Dec.94| 274 -1.07
Unemployment Rate*  Jul.95 | 68 69
Interest Rate Aug.95| 446 5.00

Lr-FRe

Definitions and Notes

Gross Domestic Product Seasonally adjusted volume series except for Germany

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
Current Balance
Unemployment Rate

Measures changes in average retail prices of a fixed basket of goods and services
§ billion; not seasonally adjusted except for the United States
% of total labour force - ILO standardised unemployment rate; national definitions for Austrig,

Denmark, Iceland, Mexico, Switzerland and Turkey; seasonally adjusted apart from Turkey

Interest Rate

Three manths, except for Greece (twelve months)

Source: Main Economic Indicators, OFCD Publications, Paris, October 1995.
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Unemployment Rate  Aug. 95

Interest Rate Aug. 95
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Consumer Price Index  Aug. 95
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Unemployment Rate  Aug. 95
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GREECE
period
(Gross Domestic Product 1993
Leading Indicator Jun. 95
‘Consumer Price Index  Aug, 95
Current Balance May 95
Unemployment Rate.
Interest Rate Aug. 95
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1995 Edition
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member countries of the OFCD since
1960. The tables mainly show derived
statistics such as growth rates and
percentage shares. They include
national accounts, ;mplli_l‘.ulﬂ and
labour force, prices, domestic finance
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Short-Term Economic
Indicators, Transition
Economies 3/1995

August 1995

Indicators on industrial production.
business surveys, construction, employ-
ment, eamings. prices. domestic and
ign finance, interest rates and
domestic and foreign trade for the
following 21 transition countries
Armenia. Azerbaijan, Bulgaria, Czech
Republic, Estonia, Hungary, Kazakh-
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Agriculture, Fisheries,
Food

OECD Documents

Forestry, Agriculture

and the Environment
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see Gérard Bonnis, ‘Farmers, Forestry
and the Environment’, The OECD Ob-
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(41 95 09 1) ISBN 92-64-14549-4, September 1995, 256 pp
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OECD Environmental Performance Reviews
Austria
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France: FF130; elsewhere; FFI70  USS35 DM48
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Germany

(10 95 15 1) ISBN 92-04-14562-1, August 1995, 186 pp.
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Sweden

(1095 25 1) ISBN 92-64-14536-2, August 1995, 142 pp.
France: FF100; elsewhere: FFI30 USS22 DM38
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The Uruguay Round:

A Preliminary Evaluation

of the Impacts

of the Agreement

on Agriculture

in the OECD Countries
September 1995

See Carmel Cahill, "OECD Agriculture
after Uruguay', The OECD Observer,
No. 196, October/November 1995,

(51 95 13 1) ISBN 92-64-14582-0, 93pp.
France; FF93; elsewhere: FF125 US525 DM35

Development and Aid

Development Centre Studies

Monitoring the World
Economy 1820-1992

September 1995

The most comprehensive database avail-
able for comparative, quantitative analy-
sis of the economic performance of
nations,

(419509 1) ISBN 92-64-145
France: FF120: elsewhere: FF1

256pp.
LISS30 DM

Development Centre Seminars

Participatory Development:
From Advocacy to Action
August 1995

Participatory development is a process
by which people. communities and
countries gain voice and move towards
enhanced autonomy, going from
passiveness or submission 0 negoti-
ated action. This is an integral part of
the process of sustainable develop-
ment.

(4195 08 1) ISBN 92-64-14539-7, 250pp.

France: FF190; elsewhere: FF245 USS50 DMT0

Development Co-operation Review Series
No. 9

Germany

August 1995

(43 95 09 1) ISBN 92-04-14540-0; S4pp.
France: FF30; elsewhere: FFG3 USS13 DMIS

Education

Centre for Educational Research
and Innovation

Educational Research
and Development:
Trends, Issues

and Challenges
September 1995

(96:95 08 1) ISBN 92-64-14533-2, 180pp.
France: FFI50; elsewhere: FFI95 US540 DMS6
OECD Documents

Centre for Educational Research
and Innovation

Educational Research

and Development: Austria,
Germany, Switzerland
September 1993

What does educational research and
development mean in Austria, Germany
and Switzerland? Given their political,
social, and cultural contexts, what are
the common features in the policies
and practices of these three countries?
How do they diverge? How do they
compare with educational R&D in other
OECD countries?

(9695 07 1) 15BN 92-64-19554-0, 81pp.

France: FF50; elsewhere: FF03 USS13 DM19

Centre for Educational Research
and Innovation
Higher Education

Management
Vol. 7, No. 2

July 1995

* The changing role of the state: View-
points of system leaders.

e The university of the future: Building
on strengths.

» The university and the state; Chang-
ing relationships in Austria and the
Czech Republic.

* The modern university: The impact
of the European Union.

» University government partnerships:
Information systems.

* Mission statements: How they ex-
press institutional responses to the
changing environment in the UK.

» Universities outside the mainstream:
Internal colleges and outlying universi-
ties.

» Outlying universities: Combining re-
gional, national, and international func-
tions.

» Czech higher education: Staffing poli-
cies and internationalisation,

(8995 02 1) ISBN 92-64- 144714, %pp,

sewhere: FF285 US554 DM93

Centre for Educational Research
and Innovation

Schools under Scrutiny
September 1993

How effective is your neighbourhood
school* The performance of national
education systems is 4 growing con-
cern in many OECD countries, and
schools themselves are coming into the
limelight. As standards rise, and cur-
riculum, assessment and administra-

tions are reformed, schools are subject
to unprecedented public scrutiny and
face the daunting challenge of taking
more responsibility for their own per-
formance.

This report focuses on the evalua-
tion of school performance in seven
countries: England, France, Germany.
New Zealand, Spain, Sweden and the
United States.

(9695 10 1) ISBN 92-64-14367-2, 136pp
France: FF150; elsewhere: FF195 UsSal) DM35

Indicators of Education Systems

Decision-Making in 14 OECD
Education Systems

October 1995

How do decision processes concerning
education compare in different coun-
tries? This publication compares levels,
modes and domains of decision-mak-
ing processes in 14 OECD education
systems during 1990/91.

(96 95 03 1) ISBN 92-04-14421-8, 160pp

France: FF120; elsewhere: FF155 USS30 DM4S

PEB Papers

Secondary Education

in France:

A Decade of Change
September 1995

How can public sector educational re-
sources be better managed? The quest-
ion has led 1o decentralised decision-
making in many OECD countries in
recent vears. In France, responsibility
for building and running more than
7,000 secondary schools was transferred
from national to local government in
the mid-1980s.

This report analyses the new divi-
sion of power and describes how local
government has responded to the chal-
lenge it faced. The French experience
provides a valuable contribution to the
debate about how to manage educa-
tion effectively, and will be of parti-
cular interest to educators, administra-
tors, architects and planners.

(93,95 02 1) ISBN 92-64-14348-6, G6pp
France: FF70; elsewhere: FFO0 USS15 DM26

Continuing Professional
Education of Highl{-
Qualified Personne

September 1995

Institutions of higher education are in-
creasingly involved in ongoing pro-
fessional education. Businesses, pro-
fessional associations and the commer-
cial sector are also quite present in this
market. Together, and each with its
specific contribution, these players help
structure a training market and im-
proved worker qualifications.

Just Published

This report analyses how these
changes. in 17 OECD countries, are
reshaping higher education and raising
challenges for policy-makers.

(91 9509 1) 15BN 92-64-14477-3, 102pp,
France: FF120; elsewhere: FF155 USS32 DM44

Environmental Learning

for the 21st Century
september 1995

Schools, teachers, and students can co-
operate creatively in local initiatives
with their communities to resolve en-
vironmental problems through active
teaching and learning, This publication
analyses policy approaches, describes
school initiatives, and explores innova-
tive pedagogical methods in a number
of OECD countries. These provide
potential answers to this urgent quest-
ion.

(96,95 06 11 ISBN 92-6:4-14478-1, 112pp.

France: FF115; elsewhere: FF130 USS31 DM43

PEB Exchange No. 25
August 1995

(88 95 25 1) ISSN 1018-9327, 20pp
Subscription:

France: FF130; elsewhere: FF1a0 USS30 DM4s

Redefining the Place

to Learn

August 1995

See Pierre Duguet, ‘Education: Face-10-
face or Distance? The OECD Observer,
No. 194, June/July 1995.

(9395 03 1) ISBN 92:64-14563-X, 172pp.

France: FFLl); elsewhere: FF1S0 1S537 DM50

Employment
and Social Affairs

Sacial Policy Studies No. 16

The Transition from Work

to Retirement

August 1993

The population in most OECD coun-
tries is aging. Will there be enough
working-age: people to support the
growing proportion of the population
which is above the standard retirement
age? This question is all the more
troubling given the increasing number
of workers below the standard retire-
ment age who have been leaving the
labour force. This volume compares
policy choices open to governments.

(81 9508 1) ISBN 92-6+-14553-9. 178pp.

France: FF163; elsewhere: FF215 US543 DM60

Labour Force Statistics
1973-1993*
August 1995
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(3095 06 3) 1SBN 92-64-04497-3, bilingual, 500pp
France: FRM0; elsewhere: FIS30 USS110 DM153
*Also available on magnetic tape

CCET (Centre for Co-operation
with the Economies in Transition)

Social and Labour Market
Policies in Hungary
September 1995

(14 95 08 1) ISBN 92-64-14325-7, 192pp
France: FF180; elsewhere: FF235 USS48 DMGT

Energy

IEA (International Energy Agency)

Energy Policies

of IEA Countries

1994 Review

July 1995

(61 95 18 1) ISBN 92-04-14472-2, \'.-l'll',s||.

France: FFSB0: elsewhere: FROOS LSS 144 DMI9S

Energy Statistics

and Balances of Non-OECD
Countries 1992-1993*
September 1995

(6195 22 3) ISBN 92-64-04605-4, hilingual, 342pp
France: FFa30; elsewhere: FF365 18S116 DMI62
*Also available on magnetic tape

NEA {Nuclear Energy Agency)

Nuclear Energy Programmes
in OECD/NEA Member
Countries

September 1993

(0095 13 11 ISBN 92-04-144066-8, Nipp

France: FFOO; elsewhire: FF1TS USS24 DM33

DECD Documents

Physics of Plutonium
Recycling, Volume |

Issues and Perspectives

A report by the Working
Party on Physics

of Plutonium Recycling

of the NEA Nuclear Science
Committee

August 1995

(B0 9313 1) ISBN 92-64-14538-9. 19%0pp.
France: FFI50: elsewhere: FFI95 USS39 DM33

Physics of Plutonium
Recycling - Volume I
Plutonium Recycling in
Pressurized-Water Reactors
October 1995

(66 95 19 1) ISBN 92-64-14590-7, 131pp

France: FF100; elsewhiere: FF10 18527 DM37

Physics of Plutonium
Recycling - Volume Il
Void Reactivity Effect

in Pressurized-Water
Reactors

October 1995

(6693 20 1) ISBN 92-04-14591-5, 131pp.
France: FF100; elsewhere: FF130 US527 DMA7

Environment

Environmental Performance
Reviews

Canada

September 1995

(9795 10) 1) 1SBN 92-64-14546-X, 242pp.

France: FF130; elsewhere: FRIT0 18534 DM48

QECD Documents

Hazardous Air Pollutants:
The London Workshop

August 1995

Of the more than 3,000 ambient air
pollutants clouding urban environ-
ments, only a handful of the hazardous
air pollutants have received regulatory
attention Iin most countries. Many
hazardous air pollutants now raise con-
cern, given the health risks they pose
locally, regionally and globally, and the
international policy co-operation they
require.

(979500 1) ISBN 92-04-14535-4, 342pp

France: FF190: elsewhere: FF245 USS47 DMT2

QECD Documents

Promoting Cleaner and Safer
Industrial Production

in Central and Eastern
Europe

September 1993

This volume brings together the papers
given at a seminar on ‘Auditing to
Improve Safety, Environmental Perform-
ance and Economic Efficiency’, where
the chemical industry in the Ukraine
was a particular focus of discussion.
The practical experiences described in
these papers demonstrate how environ-
mental and economic performance can
be enhanced at little or no cost.

(9795 12 1) ISBN 92-64-1458 .
France; FF80: elsewhere: FF105 US522 DM30

Financial, Fiscal
and Enterprise Affairs

QECD Financial Statistics (Part 2)
Financial Accounts of OECD Countries

Canada 1978-1993*
August 1995
(2094 33 3) ISBN 92-01-04606-2, bilingual. S0pp.
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France 1979-1994*

September 1995

120195 25 3) 15BN 92-04-040608-9, bilingual, 66pp.
Each Survey:
France; F
Subseri
France: FF1,700; elsewhere: FFL8T0 USS340 DMB00
*Also available on diskette.

OECD Financial Statistics (Part 3)

Non-Financial Enterprises
Financial Statements 1994
October 1993

(20 9444 3) ISBN 92-04-040607-0. hilingual, 125pp
France: FF120; elsewhere: FF135 US832 DM44
Subscription:

France; FFL.200: elsewhene: FF1L300 USS240 DM398
OECD Reviews of Foreign Direct
Investment

United States

August 1995

The United States has become the
largest recipient of foreign direct in-
vestment (FDI) in the world (860 billion
in 1994). What are the policy implica-
tions? Has the openness of foreign
markets to US firms affected FDI in the
United States? What implications do US
national security provisions have for
foreign investors?

(21 95 52 1) ISBN 92-64-14520-5, 130pp.

France: FF90; elsewhere: FF115 U520 DM37

1SSN 10215794

Subscription:

France: FF300; elsewhere: FF330 US862 DMI10

Consumer Policy in OECD
Countries 1991-1992
1995 Edition

September 1995

(24 9504 1) ISBN 92-64-14536-7, 27dpp.
France: FF190; elsewhere: FF245 USS30 DMT0

International Direct
Investment Statistics
Yearbook 1995*

August 1995

This volume contains a complete series
of international direct investment
statistics in a standardised format com-
bining sectoral and geographical break-
downs for flow and stock data for all
OECD countries. Technical notes ex-
plain the methodology of data collect-
ion used in each country.

137 tables and 24 charns,

(21 9309 31 ISBN 92-64-04499-X, bilingual, 318pp.
Fra “F200; elsewhere: FF323 US366 DM93
*Also available on disketie

Revenue Statistics of OECD
Member Countries
1965-1994*

August 1995

(23 95 03 3) ISBN 92-64-04498-1, hilingual, 256pp
France: FF240; elsewhere: FF310 USS64 DM%)
*Also available on diskette and magnetic tape

QECD Documents

Securities Markets

in OECD Countries:
Organisation and Regulation
October 1995

This publication provides an overview
of recent organisational and regulatory
changes affecting securities markets,
bringing together detailed information
from OECD countries. It includes a
general discussion of main regulatory
objectives and how internationalisa-
tion has affected the ability of regula-
tors to pursue these goals. It also points
out developments — such as the inter-
national expansion of markets and
trading systems, the convergence of
regulatory regimes, and the direct re-
strictions to market access - that are
likely to acquire particular importance
in the near future.

(2195 11 1) ISBN 92-64-14632-6, 110pp

France: FFS0; elsewhere: FF105 US$22 DM30

Industry, Science
and Technology

Information, Computer
and Communications Policy Series, 37

Price Caps

for Telecommunications:
Policies and Experiences
September 1995

Governments often regulate prices for
public utilities. As telecommunication
service markets have been opened to
competition, new ways had to be found
to regulate prices of the former mono-
poly carriers. In recent years, tele-
communication regulators have become
increasingly interested in using price
caps as a regulatory tool,

(93 95 04 1) 15BN 02-64-14544-3, B2pp

France: FFI00; elsewhere: FF130 USS26 DM3T

Megascience: The OECD Forum

Megascience Policy Issues
September 1993

This volume, composed of five studies,
examines some aspects of megascience
policy discussed in OECD Megascience
Forum meetings since 1992

¢ How do scientists prepare a major
science project?

* How do governments decide whether
to take on big science projects?

* How do governments engage in con-
sultations when a project involves
several participating countries?

o What are the problems facing the



host country of an international
megascience facility?

 How are the costs and funding of the
projects administered (using the ex-
ample of the United States)?

(92 95 08 11 15BN 92-64-14557-5, 250pp.

France: FF230; elsewhere: FF300 USS60 DMS4

The Global Human Genome
Programme

September 1995

Much research is being done on human
genetic material. At stake are the uli-
mate knowledge of individual heredity,
the understanding of the links between
the human genome and those of other
organisms, and the possibility of inter-
vening to correct certain inherited
traits which provoke as yet incurable
diseases.

(9295 (9 1) ISBN 92-64-14575-3, T5pp.

France: FF80; elsewhere: FE105 US$21 DM30

OECD Documents

Bioremediation:

The Tokyo ‘94 Workshop
October 1995

Waste and pollution have become
global concerns. Bioremediation and
bioprevention - the use of micro-
organisms 1o treat or avoid pollution -
are increasingly recognised as treat-
ments of choice in an impressive range
of areas. These techniques are em-
ploved more and more often in both
traditional and novel applications to
treat air, water and soil, to monitor and
prevent pollution, to manage life cycles
and renew materials, to carry energy.
They are flexible, avoid some of the
problems associated with other tech-
niques, can be cheaper than traditional
methods and respond to a widespread
preference for biological over chemical
or physical waste removal methods,
(9395 06 11 ISBX 92-04-14634-2, 692pp.

France: FF450; elsewhere: FF365 USS110 DM162

The Steel Market in 1994
and the Outlook for 1995
and 1996

July 1995

1589503 1) ISBN 92-64-
France: FFL20; elsewhere: FF153 USS31 DMad

Public Management

Governance in Transition
Public Management Reforms
in OECD Countries

October 1995

See Scott Jacobs and Juhani Korhonen,
‘Opening-up Regulation’, The OECD
Observer, No. 195, August/September
1995,

(4295 02 1) ISBN 92-04-14486-2, 247pp

France: FF200; elsewhere: FF325 USS67 DM93

Budgeting for Results:
Perspectives on Public
Expenditure Management
August 1995

Effective systems for allocating, mana-
ging and controlling public sector re-
sources are fundamental elements of
good governance. The necessity of con-
tinuing fiscal restraint and demands for
more and better public services are
changing budgetary practices in OECD
countries. Budgets are being used in-
creasingly as instruments for promoting
managerial improvement and pro-
gramme effectiveness, in addition to
their control and allocation functions.
This report analyses budget practices
and innovations in 22 OECD countries.
(429501 1) ISBN 92-64-14476-5, 232p,

France: FI290; elsewhere; FF363 USST3 DM102

Territorial Development

Women in the City

Housing, Services,

and the Urban Environment
August 1995

See Lindsay McFarlane, ‘Accommo-
dating Women in the City’, The OECD
Observer, No. 186, February/March
1994,

(04 95 05 1) ISBN 92-04-14570-2, 170}

France: FF140; elsewhere: FFI80 USS37 DM30

Trade

Export Credit Financin
Systems in OECD Member
and Non-member Countries
September 1995

(229550 1) ISBN 92-64-14559-1, 3304

France: FF380; elsewhere: FF475 USS97 DM1335

Transport

Road Transport Research

Road Infrastructure
Rehabilitation and Safety
Strategies in Central

and Eastern Europe:

Summary Report of Thirteen
Joint Workshops

October 1995

This report summarises the conclusions
of a series of joint technology transfer
activities held in CEECs in 1994/95. Tt
provides policy advice and technical
guidelines on key infrastructure issues,
road safety measures and up-to-date
environmental strategies.

(7795 04 1) ISBN 92-64-14579-6, 187pp.

‘rance; FFL40; elsewhere: FFIS0 USS37 DM32

ECMT (European Conference
of Ministers of Transport)
Round Table 99

Transforminﬁ the Structure
of the Freight Transport
Sector

September 1995

In recent years, the challenges of en-
vironmental protection, railway privati-
sation, the impact of logistical require-
ments, and falling prices, among other
things, have revolutionised freight trans-
port markets. The forces of change
have spurred new patterns of market
organisation which may undergo even
more radical upheavals if transport
prices come to reflect the true eco-
nomic and social costs of the sector,
(7595 09 1) 1SBN 92-821-1206-3, 172pp

France; FF170; elsewhere: FF220 US545 DM63

ECMT (European Conference

of Ministers of Transport)

Guide for Government
Officials and Carriers

on the use of the ECMT
Multilateral Quota

August 1995

(7593 08 3) ISBN 92-821-1205X, hilingual, Shpp
France: FFOU: elsewhere: FFS0 US316 DM22

ECMT (European Conference
of Ministers of Transport)

Road Transport Informatics:
Institutional and Legal Issues
October 1995

(75,95 07 1) ISBN 92:821-12055, 193pp

France; FF230; elsewhere: FF300 USS00 DM34

ECMT (European Conference
of Ministers of Transport)

Statistical Trends
in Transport 1965-1990

(7595 06 3) ISBN 92-821-0204-1, bilingual, 118pp
France: FFIT0; elsewhere; FF220 US$42 DM64

Road Transport Research
Repairing Bridge
Substructures
September 1995

(7795 03 1) ISBN 92-64-14542-7, 123pp.
France: FF130; elsewhere; FFIT0 USS34 DMA48

Just Published

Bookstore

Employment
Opportunities

OECD Headquarters, Paris

Vacancies occur in the OECD
Secretarial in the following
aclivities:
Public Administration
Balance of Payments
National Accounts
Agricultural Economics
Development Economics
Energy Economics
Industrial Economics
Labour Economics
Monetary Economics
Econometrics
Environment
Utban Studies
Fiscal Policy
Nuclear Engineering
Macro-Economics
Nuclear Physics
Education Policies
Social Affairs
Statistics
Computing and Communications

Qualifications:

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

Initial appointment:
two or three years.

Basic annual salary:

from FF 300,000 (Administrator)
and from FF 430,000 (Principal
Administrator), supplemented by
allowances depending on
residence and family situation.
Vacancies are open to both male
and female candidates from OECD
member countries,

Applications, in English or French
(specifying area of specialisation
and enclosing detailed curricalum
vitae), should be marked 'OBS'
and sent to:

Human Resource Management
OECD
2, rue André-Pascal
755775 Paris Cedex 16
France
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Foreign Trade
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Quarterly
Labour Force
Statistics

Total and civilian labowr force. unemployment by age and
| sex. broad industry breakdown of employment, unemploy-
: ment rates and youth unemployment; standardised wunem-
ployment rates to permit comparisons for 17 QECD cotin-
tries. The printed publication gives data for the last 23
quarlers; the diskette version gives quarterly data from
1961.
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STATISTICS

STATISTIQUES
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DE LAPOPULATION
ACTIVE

Quarterly

National Accounts
GDP by final expenditire and by kind of activity at current
aind constanl prices, composition of consumption expendi-
l” ture and capital formation. financing of capital formation;
n QUARTERLY data for 20 OECD countries and for total OECD, OECD
U ?Sgé?&?l:’ Ewrope. EU and the G7. The printed publication gives
0 Fo quarterly data for the last 15 years: the diskeite and tape
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In spite of the importance of input-output statistics for the study
of growth, structural change, productivity, competitiveness and
employment, input-output tables that allow the comparison of
OECD countries have not been available until now. A new OECD
publication, available both on four 312" diskettes and as a 400-
page book, seeks to fill this gap, providing a new tool for
economic analyses of both individual sectors and the economy
as a whole. The book presents in tabular form the 456 files in
the diskettes (in Lotus WK1 format). The data are provided
in both current and constant prices and cover ten OECD
countries — Australia, Canada, Denmark, France, Germany, ltaly,
Japan, the Netherlands, the United Kingdom and the United
States — from 1970 to 1990. The book, which can be purchased
separately, is supplied free of charge to anyone buying the
diskettes, which are suitable for IBM-compatible PCs. This
invaluable empirical tool for economic research and structural
analysis is unique in several respects:

« a common industrial classification (ISIC Revision 2, 36 sectors)
allows the distinction of high-technology, trade-oriented
industries such as the pharmaceutical sector, computers,
communication equipment, automobiles and aircraft

« transaction flows of goods and services are distinguished
between those domestically produced and those imported

« consistent flow matrices for capital investment are included.

It also highlights infer-industrial relationships among sectors,
covering not only manufacturing but also services, and can be
used in conjunction with other OECD databases on industrial
structures such as the STAN, Bilateral Trade (BTD) and Industrial
R&D (ANBERD) databases.

Diskettes:
FF5,000 £555
US$210 DM1,515

Book:
FF250 £42
US$67 DM93

(Supplied free of charge
to anyone purchasing
the diskettes)

OECD Electronic Publications, 2 rue André-Pascal, 75775 Paris Cedex 16, France.
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