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The Case of

the Least Developed Countries -

A Challenge to Global Solidarity
by Emile van Lennep, Secretary General of OECD

The situation of the least developed countries lies at the core
of the development and poverty problem and presents a
challenge of unquestionable immediacy to global solidar¬

ity. This article provides an opportunity to examine the ways in
which we can best help them.

Basic Economic Disabilities

Any discussion of the problems of the least developed
countries by its very nature acknowledges that these countries
share not only poverty, but basic economic disabilities which
distinguish them from other countries and which severely limit
their ability to establish a sound basis for growth. The least
developed countries face serious economic constraints in three
key areas: first, to meet investment needs out of domestic
savings; second, to finance development-related imports out of
export earnings; and third, to meet debt service payments on
non-concessional finance. To varying degrees, other poor
countries also face these problems. The key distinguishing
feature of the least developed countries - which lies at the heart
of their economic problems - is their fundamental deficiency in
physical infrastructure and, perhaps more important, in skilled
manpower and administrative and managerial capabilities.
Because of this, these countries suffer basic problems in the
areas of production capacity and structure. In some cases, these
difficulties are accompanied by other pressures associated with
rapid population growth. Against this background we see that
for many countries, even meeting the basic needs of their
populations remains a difficult task.

I find the literacy rate of the least developed countries
one of the most compelling indicators - less than one-quarter of
the adult population compared with one-half for all developing
countries. As to per capita GDP, over the 1970s the least
developed countries experienced a cumulative growth of only
some 6 per cent, compared with approximately 40 per cent for
all other developing countries. This comparative growth record
should not in itself, however, be taken as a sign of failure of
domestic policies or of the development cooperation process.
There has in fact been a measure of improvement in recent years
in the human and physical infrastructure of the least developed
countries, improvement which will not be directly reflected in
statistical data on per capita income but which nevertheless
denotes an underlying strengthening of their development
prospects. Having said this, however, the very low income
growth experienced by these countries is a matter for concern
and must be among our targets for major improvement.

An Unexploited
Development Potential

The unexploited development potential of the least developed
countries is reflected in the human resources which they all
possess and the physical resources with which, to a varying
extent, they are endowed. Both Africa and Asia possess basic
natural resources which could yield increased agricultural
production. Most of the least developed countries have the scope
to expand their energy output, and a number of them have
mineral and other natural resources offering significant devel¬
opment opportunities. To realise this potential, however, it will
be necessary to address the fundamental problems facing these
countries as well as the difficult international economic envi¬

ronment which compounds these problems.

International Constraints

The poorer countries suffer major constraints due to external
deficits which result from sharp rises in their import bills for
fuel, food and capital goods. These deficits, in turn, reduce their
ability to finance necessary development projects. Clearly,
through its impact on their terms of trade and external
financing requirements, the state of the international economy
is of critical importance to the poorer countries. Therefore, we
need to keep their interests at the front of our minds, especially
over the next eighteen months, as we face the difficult transition
from recession to renewed growth in the industrialised coun¬
tries. The nature of development assistance to the least
developed countries, in particular, must be based upon this
awareness of their situation.

The Role of Aid

If their economic potential is to be developed and realised, it is
essential that aid be designed to directly address the increasing
constraints which the least developed countries all face. Thus it
is of the utmost importance that donor countries exercise the
greatest possible flexibility in adjusting their aid programmes to
the special needs of those countries, including greater emphasis
on technical assistance and local and recurrent cost financing,
particularly as they relate to the development of the agricultural
sector and of human resources.

Throughout the 1970s, there has been a significant increase
in the share of DAC and multilateral ODA going to the least
developed countries. Aid from DAC sources for these countries



during the last five years has expanded at an average annual
rate of 7 per cent in real terms, as compared with 3 per cent for
all other developing countries. DAC ODA directly or through
multilateral institutions in 1979 to the least developed countries
was equivalent to almost half of the gross investment in these
countries.

Given the importance of development assistance in facili¬
tating viable projects in the least developed countries, I would
very much hope that aid to these countries will continue to grow
at rates similar to those experienced in recent years. And I say
this notwithstanding the difficult economic and budgetary
environment and constraints for aid programmes overall.

Food and Agriculture

The economic and social progress of the least developed
countries will depend, most importantly, on the priorities,
policies and actions which these countries themselves adopt and
articulate in mobilising their own resources. This observation is
widely accepted, as is the fact that the area deserving the most
immediate attention is that of food and agriculture, which
occupies almost 80 per cent of the workforce of these countries.
Expansion of the agricultural sector in the poorest countries will
require that certain basic difficulties be overcome; these include
climatic and physical conditions but also - and here we return to
the basic issue - deep-seated problems of production, infras¬
tructure and incentive. In this regard it is encouraging that
many least developed countries are now critically re-examining

Food and agriculture require immediate attention in the least developed
countries where these activities employ almost 80 per cent of the
workforce. Below: Farming in Tanzania.
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some key elements of their agricultural policy, including food
pricing and the role of small farmers.

International Trade

In the area of international trade, various commitments have

been made to pay special attention to the interests of the least
developed countries. Concrete measures in favour of these
countries have been implemented notably through the multila¬
teral trade negotiations and the generalised system of prefer¬
ences (GSP), to take account of their interest in specific
products or to provide them with more favourable trading
conditions. However, in the application of these measures it is
acknowledged that there are limits to the advantages that the
least developed countries can absorb in the short term - mainly
because of deficiencies in export capacity and trading infras¬
tructure. While recognising these deficiencies, we might nev¬
ertheless consider the scope for further effective action in
respect of the exports of the least developed countries which
would support their development efforts. We might explore
what additional opportunities exist to facilitate the growth of
dependable export earnings in the commodity sector, including
efforts concentrated on the least developed countries' research
and market promotion and ways and means to protect them
against harmful effects of depressed prices of commodities.
Consideration might also be given to what further steps could be
taken to improve, including through special and more favour¬
able measures, conditions of market access for least developed
countries' manufactured exports in the non-tariff area and in
the GSP. In doing so we should ask ourselves, what could be
done, in terms of common efforts by all, developed and also the
stronger developing countries, to ensure that measures imple¬
mented provide these countries with effective benefits.

The Club du Sahel Approach

For this strategy to bear fruit the direction and impetus it
provides must be translated into an effective process of
implementation and review at the global and at the regional,
sub-regional and country levels. With respect to regional
donor/recipient cooperation, I believe that the Club du Sahel,
set up in 1976 with the support of the OECD, offers a highly
effective formula. A particular achievement of the Club du
Sahel is to serve as a forum for a continuous and balanced

dialogue between CILSS1 members and the donor community
on strategy for development, sectoral prospects and major
policy issues. The Club du Sahel approach is one which other
developing countries and the donor community might, with
appropriate adaptations, consider employing elsewhere.

Our goal might be characterised as that of drawing the least
developed countries more effectively into the international
community. To this end, I hope that we will be able to
establish the basis for a programme which will unite the efforts
of the least developed countries themselves, the industrialised
countries - market economy and centrally planned - and those
stronger developing countries who are in a position to help.

The seriousness of the situation in which the least developed
countries find themselves and the uncertainties which shroud
their future must be of concern to the international community

at large. This remains one of the major challenges of our day
and one which we must all be prepared to face.

(1) Interstate Permanent Committee for Drought Control in the
Sahel.



Private Aid and Official

Development Assistance-
Towards Closer Collaboration

Grants financed out of funds raised by

private voluntary agencies in the

DAC countries are on the increase,

totalling $1.4 billion in 1976, $1.9 billion
in 1979 and an estimated $2.3 billion in

1980. (See Table page 6.)

In the DAC countries these grants

amounted to $2.93 per capita in 1 979 and
an estimated $3.4 per capita in 1980.

However, to have an idea of the total

activity of the agencies, account should
also be taken of the official contributions

they receive, which amounted to over

$1 billion in 1979. Despite a very definite

improvement, the accuracy of the figures

on NGO grants cannot compare with that

of the figures for official flows. Neverthe¬

less, they do give some idea of the concern

of people in DAC countries for the relief and

development needs of the Third World. In

absolute terms, the largest sources of

private grants in the 1970s were the

United States, Germany and Canada in that

order; as a proportion of GNP, private

grants were highest in Norway, followed by

Switzerland, Germany, Sweden, the United

States and the Netherlands with roughly

the same percentages.

The Advantages of
the NGOs

There are many reasons for govern¬

ments wanting to collaborate with NGOs

and to support their aid projects. The

stubbornness of development problems

and the conditions of sheer human misery

persisting in so many countries caused the

DAC countries some time ago to shift the

stance of their aid policy so as better to
meet basic human needs and combat

abject poverty. Most NGOs have been

locally established in the countries con¬

cerned for a very long time and their
experience covers sectors and activities

that are relevant to basic needs and help for

the most disadvantaged groups. They are

thus particularly well-equipped to ensure

that their own projects or those cofinanced

by official agencies really reach the poor in

the countries concerned. Furthermore,

governments approve of the approaches

used by the NGOs, which generally focus

Non-governmental organisa¬
tions (NGOs)1 have become a

major factor in development
assistance. The estimated

$2. 3 billion they provided in aid
to the Third World in 1980 was

equivalent to approximately

10 per cent of official develop¬
ment assistance (ODA) from the

DAC countries.

This article shows how the

NGOs and the official aid agen¬
cies complement each other in

their work and argues the case
for closer and better collabora¬

tion between them.2

on community participation and develop¬

ment of local capacity.

Another reason often cited as an argu¬

ment for official collaboration with NGOs is

that the cost-effectiveness of their projects

tends to be better than that of public sector

projects. Although this advantage is diffi¬
cult to gauge, the information available

would suggest that it does exist, especially

in the case of small-scale projects. More¬

over, it is reasonable to assume that when

an external donor agency contributes to

activities devised by local institutions

which is the case for many NGOs, including

the churches expenditure will be lower.

The Royal Commonwealth Society for the

Blind is a case in point. It organises and

finances temporary "eye camps" in South

Asia where patients can be treated for

10 pence and in some cases regain their

sight through an operation costing £2. This
is possible only because the agency relies

to a great extent on local infrastructure and

local medical personnel.

Governments likewise appreciate the

expertise which NGOs have acquired over

the years in specific fields, one of the
best-known examples being Red Cross

emergency relief. Moreover, in some sensi¬
tive areas like family planning, humani

tarian support for liberation movements, or

aid in times of open conflict, governments

(including those of developing countries)

may prefer private to official channels.

Governments are also keenly aware of

NGOs' innovation potential. For example,

NGO health projects have provided much of

the experience on which the "primary

health care" concept is based. Likewise,

most of the experience in community par¬

ticipation and non-formal education is

based on the work of NGO projects. A

number of NGOs are prominent contribu¬

tors to the development of "appropriate

technologies", among them the Interme¬

diate Technology Group in London, the
TOOL Foundation of the Netherlands and

VITA in the United States.

The methods and concerns of NGOs are

in fact those now regarded as important

from the standpoint of basic human needs

1 . Depending on which definition ofan NGO is

used, the number of such organisations can be
estimated at between 900 and 3 000

(Jorgen Lissner, The Politics of Altruism. A

Study of the Political Behaviour of Voluntary

Development Agencies, Lutheran World Feder¬
ation, Geneva 1977). The narrower definition

covers only those agencies whose chief aim is
the satisfaction of human needs and those

which are exclusively development-oriented.

The broader definition includes agencies for

which development is not the central concern

(religious missions the largest category of
NGOs educational institutions, trade unions,

for example). The OECD Development Centre

will shortly publish an up-to-date computer-

compiled directory of NGOs in the OECD area
which work in the interests of development.

The International Council of Voluntary Agen¬

cies (ICVA), established in Geneva in 1962, is

an internaitonal forum in which voluntary agen¬

cies can discuss their work in the relief and

development field. The ICVA now has a mem¬

bership of 56 agencies. Working groups meet

regularly to discuss not only agency co-opera¬
tion and financing, but also questions relating to

refugees, migration and integrated develop¬
ment of human resources. The ICVA publishes

an information bulletin, ICVA News.

2. For further details see Collaboration

between official development co-operation

agencies and non-governmental organisations,
OECD 1981.



PRIVATE VOLUNTARY AID AND PUBLIC AID OF DAC COUNTRIES

$ per capita, 1979 and 1980

Country

Switzerland

Norway

Sweden

Germany

United States

Netherlands

Belgium

Canada

Finland

New Zealand

Austria

Australia

Denmark

United Kingdom

France

Japan

Italy

DAC Average

Private Grants

/"

Rank

10

11

12

13

14

15

16

17

N

"V

7980"

8.3

8.1

7.2

6.7

5.8

5.6

(4.6)

4.3

3.3

(3.2)

3.1

2.7

(2.3)

1.5

(0.4)

(0.2)

(3.4)

A

1979
:/-

8.1

7.4

5.9

6.4

4.7

4.7

4.2

4.1

2.1

3.1

2.1

3.4

2.0

1.0

0.4

0.2

2.9

Official Development
Assistance ODAa

./

/

Rank

10

12

15

16

14

11

13

17

\

1980b

38.6

115.7

111.6

57.0

31.8

111.5

58.4

43.2

22.2

19.2

23.2

44.7

90.6

31.9

75.2

28.3

11.9

39.7

7979

32.6

105.4

115.2

54.6

21.2

100.0

64.1

43.3

18.1

19.5

GNP

16.9

43.0

87.6

36.9

63.0

22.8

4.8

33.6

Rank

1

3

11
\

10

16

13

14

12

15

17

\.

1980"

16,397

14,026

14,623

13,397

11,788

11,238

12,060

10,293

10,316

(7,097)

10,249

9,435

12,628

9,284

12,139

8,903

6,908

10,773

Note : Private aid figures exclude government subsidies to voluntary agencies. Private aid data for
France and Italy may be underestimated.
(a) = Disbursements. ( ) = Estimates. (b) = Provisional.

satisfaction: fostering self-reliance and

community organisation, improving local

capabilities and accepting or cultivating

local leadership. It is the combination of

these factors that makes an NGO a poten¬

tially valuable partner.

Forms of Collaboration

The best-known form of collaboration

between official agencies and NGOs is

cofinancing of development projects,

whereby governments contribute towards

the expenditure incurred by NGOs in their
activities in developing countries. Although

collaboration may occasionally involve

100 per cent financing by the official

agency, the usual procedure is cofinancing

generally, though not always, on a

fifty-fifty basis.

Another form of collaboration is for

governments to contract with NGOs for
their services in carrying out official aid

activities. Thus, a large proportion of US

food aid is channelled through private

voluntary organisations like CARE and

Catholic Relief Services. Similarly, in some

DAC countries, official funds for emergency

aid are entrusted to NGOs (the Red Cross

Society, for instance, in Sweden) systema¬

tically or on a case-by-case basis.

NGOs sometimes pool resources with

official international organisations, an

example being the tripartite arrangement

between the Government of Tanzania, the

Lutheran World Federation and the UN

High Commission for Refugees with a view

to resettling some 60,000 refugees in Tan-

zanian villages.

What Can One Learn

from the NGOs?

The mutual interests of the official and

voluntary agencies and the success of the

working approaches tried by the NGOs
have encouraged governments to consider

exchanging experience with them on very
concrete issues. This naturally suggests

the possibility of replicating NGO projects,
in some cases on a larger scale. However,
the data available do not indicate to what

extent this is feasible. The first comparative

field evaluation3 of the development

impact of voluntary agencies' activities in

Kenya and Niger produced no very clear
findings in this regard.

Another report, dealing specifically with
the health sector, concludes: "The main

problems arise in translating successful
voluntary agency projects into national
programmes.... Their success hinges on
factors which cannot be replicated. These
include charismatic and dedicated indivi¬

duals in project leadership and, often,

highly motivated persons within the pro¬

gramme generally (as well as) freedom
from government bureaucracy...."

These assessments are still fragmentary

but they indicate that the NGOs' value lies
mainly in their ability to innovate and
acquire significant experience. It might
therefore be more fruitful for the official aid

agencies to develop and diversify their
collaboration with NGOs rather than seek

to produce carbon copies of their projects.
In this connection it is essential to recog¬

nise the problems that such collaboration

may involve.

A Few Practical Problems

of Collaboration

Two questions are particularly relevant

here: the amount of official funding for
NGOs' administrative costs and the con¬

tinuity of official funding.

The public funds received by NGOs

enable them to expand their activities in the

field, but this often means that they are

obliged to enlarge their administrative

capacity and incur higher indirect over¬

heads than those which can be directly

ascribed to subsidised projects. Proce¬

dures vary a great deal among OECD
countries as to the share of these additional

costs which the official aid agency can

cofinance. France, for instance, does not

cofinance any administrative costs; the

Netherlands and Switzerland are prepared

to finance from public funds up to 4 and

8 per cent respectively of administrative

costs at headquarters, while allowing for

great flexibility in the developing countries

themselves in order to strengthen local

structures. Some DAC countries grant

lump-sum contributions on the use of

which the NGOs do not have to report:

Sweden 4 per cent of project costs, Italy

25 per cent (for both administrative and

operating costs), Belgium between 5 and

10 per cent. The United Kingdom finances

up to 10 per cent of administrative costs

incurred at headquarters in connection with

given projects.

Governments sometimes fear, from

experience, that NGOs' fund-raising drives

3. Study by Development Alternatives Inc.
for the Agency for International Development
(AID), United States.



will slacken if there is generous public

financing of their administrative costs.

NGOs, for their part, feel strongly that if the

official sector is prepared to fund in the

same proportions all categories of expendi¬

ture relating to cofinanced projects, then

logically it should also finance administra¬
tive costs. Where these costs are con¬

cerned, the NGOs consider that continuity

of public funding is essential. Since they
often have to increase their administrative

capacity in order to turn grants to full

account, they are afraid of finding them¬

selves, when the grants come to an end, in

a situation where they have to go on paying

fixed costs which no longer have any

justification and which may hamper their
activities in the field.

Continuity of public funding is necessary
for another reason. The limited duration of

official contributions usually three or four

years, sometimes only two may prompt

NGOs to concentrate on projects which can

rapidly become self-supporting. This may
well be desirable in certain cases, but many

projects require a longer time-horizon, par¬

ticularly where the aim is to develop
genuine self-reliance and sustainable

growth in a deprived environment.

Limits on recurrent cost financing raise

particular difficulties in the case of grass¬

roots projects, in which the NGOs special¬
ise. Here it is not so much a question of

capital expenditure (building and costly

equipment) as of expenditure on "services"

(salaries) and essential products like

Emergency aid for Ethiopia. A Finnish Red Cross nurse and a local aid prepare a protein-rich meal for
the village.

GRANTS FROM PRIVATE VOLUNTARY AGENCIES' OWN RESOURCES
$ million

Australia

Austria

Belgium

Canada

Denmark

Finland /

France

Germany
Italy

Japan
Netherlands

New Zealand

Norway
Sweden

Switzerland

United Kingdom
United States

Total DAC

/'

/

Annual

average

1976-78

V

37.1

12.1

27.1

98.7

6.8

5.2

17.1

237.9

0.5

V

17.8

42.9

5.7

22.8

43.7

39.1

50.9

853.3

1,518.7

Y

\

7979

49.2

16.1

41.0

96.0

10.4

10.1

23.5

389.4

0.2

18.9

65.3

9.6

30.0

49.0

51.3

57.3

1,029.0

1*946-3

7980

39.8

23.5

(45.0)

102.0

(12.0)

15.5

(21.0)
413.0

(0.2)

(20.0)

78.7

(10.0)

33.0

60.0

(53.0)

81.0

1,293.0

(2,300.7)

Excludes official contributions to the private voluntary agencies.
( ) Provisional estimates.

medical supplies and vaccines, textbooks,

exercise books and so on.

Development Education
in DAC Countries

Although the present economic difficul¬

ties have less dramatic consequences in

the donor countries than in the Third

World, they are causing budgetary res¬
traint in all areas and therefore resistance

to any increase in aid. Although this has not

prevented some countries from increasing

their contributions, governments realise

that they need to explain more clearly the

reasons for their aid policies, not only the
humanitarian reasons but also those

relating to the ever-increasing interdepen¬

dence of different parts of the globe.

Donor country governments therefore

have to take action to steer public opinion

towards support for development assis¬

tance, impart information about the diverse

economic, social, cultural and political sit¬

uations of the developing countries and

create better public understanding of inter¬

national economic mechanisms (trade,

investment, etc.). Efforts to educate public

opinion today should cover the whole range
of issues involved in the debate on the

possibility of a new economic order. NGOs,
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Above: Sinking a well in Podor, Senegal, with the help of a French voluntary organisation, CIMADE.
Below: To combat eye diseases the Nutritional Rehabilitation Centre at Madurai, India teaches
women to cultivate vegetables rich in vitamins. The Centre is financed and directed by the United
Kingdom's Royal Commonwealth Society for the Blind.

£

by their very nature, seem in a position to
make an effective contribution here.

As a result, most DAC countries now

provide some support to the information

and development education activities of

various non-governmental bodies. The

amount of funding involved varies consid¬

erably. In the Netherlands, allocations to
the National Committee for Information on

Development Co-operation, made up en¬

tirely of non-governmental institutions and

agencies, amount to more than twice the

budget of the Foreign Ministry's own devel¬

opment information department. The funds

are used almost exclusively for projects run

by NGOs according to their own criteria,

the committee vetting proposals only from

a technical standpoint. In Sweden, the DAC

country most prominent in the field of

development education, two-thirds of the
official funds earmarked for such activities

are allocated to NGOs. In these and some

other countries the trade unions are playing

an increasingly active role since workers'

attitudes are crucial to restructuring poli¬

cies designed to provide outlets for Third

World products.

Practical opportunities for co-operation

between governments and NGOs in the

field of development education include:

access for NGOs to the body of informa¬

tion on development problems which gov¬

ernments and international organisations

possess; the setting-up of data banks

would provide the NGOs with basic infor¬

mation which they could then interpret and

adapt for the different audiences they want
to reach4.

regular access for NGOs to the mass
media in countries where radio and televi¬

sion are state-controlled

allowing NGOs to help with the introduc¬

tion and implementation of development-

oriented curricula in schools and adult

education establishments, as is already the

case in the Nordic countries and, on an

experimental basis, in France and Italy with
the national UNICEF committees

increasing the financial resources allo¬
cated to these activities, since on an

average these are quite modest in most

DAC countries as yet.

Even more than in the case of develop¬

ment projects, official financing of develop¬
ment education activities raises the

problem of the freedom of NGOs to choose

what messages to put over and by what

means. This implies, in particular, that the

official bodies should accept that NGO

activities in development education are

likely to provide them with critical and not

just unconditional support.

4. One voluntary agency engaged in this kind

of work is the Overseas Development Council in

Washington. It does research, produces publi¬

cations and feeds the information to opinion

leaders in Congress, the Administration, the

press, interest groups, churches, etc.



International Direct

Investment:

A Change in Pattern

The international investment scene has changed markedly in the last half
decade. Although the volume of such investment has grown in monetary
terms (see left hand chart page 10), the real growth has been slower than
in the 1960s. But more countries are now involved as "home" and

"host", more firms are investing, and their ways of doing business have
evolved. The balance between major investing countries has also

changed: the role of Germany and Japan as investors is increasing, and
the United States is gaining in importance as a host country (see right
hand side of chart). Some developing countries are now attracting
increasing amounts of foreign investment, and more firms are now

participating in the international investment process. The techniques of
direct investment have also diversified in the last five years, and the once

simple scheme a 100 per cent owned new subsidiary financed from

abroad and producing for the local market has become more complex.
A study by OECD's Committee on International Investment and

Multinational Enterprises, to be published shortly, highlights the major
trends. 1

Slower Growth

The rapid growth of international direct

investment is a postwar phenomenon. In

the latter part of the 19th Century, most
international investment was in fixed

interest loans and in securities - portfolio
investment. Direct international invest¬

ment, a minor form of international invest¬

ment in this period, continued to develop

through the 1920s and the 1930s but
could not flourish in the context of an

unstable world scene. In the mid-Fifties,

however, it started to grow very rapidly by
comparison with GNP, domestic invest¬
ment and international trade and continued

to do so throughout the Sixties.

Since the mid-Seventies, however, the

growth in international direct investment
has slowed down sharply in real terms, as
has that of the OECD economies2 and

mainly for the same reasons. However,
international direct investment still out¬

paces both GNP and domestic investment,

suggesting that multinational enterprises

have been better able to adjust to the less
favourable economic circumstances than

single-country firms. One reason given by
the OECD study: these firms, being already

established in many countries, can adapt
their marketing efforts more easily to dif¬
ferences in growth. More important, in a

period when comparative costs are playing

an increasing role in competition among

firms, multinationals can better exploit the

comparative advantage of different coun¬
tries to reduce costs.

Greater Balance

While in the latter part of the 19th Cen¬

tury the most important creditor nation

was the United Kingdom, the United States

had a predominant role in the upsurge in
direct investment of the 1950s. In the

1960s, U.S. firms continued to move into

Europe to retain markets obtained through
trade, especially after restrictions on

capital flows were reduced and currency

convertibility was restored at the end of the
1950s.

During the 1 970s, the outflows from the
United States and other countries have

become more balanced; the amounts of

investment originating in Germany, Japan,
the Netherlands and France have grown

substantially (see right hand chart) so that
their share of the OECD total increased,
and that of the United States fell - from

slightly more than 60 per cent in 1961-67

to less than 30 per cent in 1974-79. (The
United Kingdom's share remained almost
unchanged.)3

The United States has become a major
"host" country, attracting more than a
quarter of the total flows between 1974

and 1 979; the stock of foreign capital rose
from less than $ 1 4 billion in 1971 to more

than $52 billion in 1979 (including rein¬
vested earnings). Most of the new capital
came to the U.S. from continental Europe
and Japan (the share of Canada and the
United Kingdom in the influx fell).

In parallel, there has been a decline in

investment flows to Australia and Canada,

the latter however still having the largest
stock of foreign investment, by far the
largest part of it United-States-owned. As

investment of European countries in the

U.S. surged, their overall role as a host did
not diminish: investment in France, Bel¬

gium, the Mediterranean countries and

Ireland is somewhat higher than it was

while the importance of Italy, Germany and
the United Kingdom has declined. Further¬
more, while "disinvestment" instance

the closing down of plants by foreign
investors has become more widespread,

it appears likely that the job losses entailed
were more than compensated for by job

creation on the part of multinational enter¬

prises.

What accounts for this change in geo¬
graphic distribution? OECD's report cites
three factors:

European and Japanese firms became

financially stronger and more competitive
and, in R & D-intensive sectors, engaged in

a "catching up" process with U.S. firms.
Hence they were able to compete on the
home territory of the U.S. multinationals as
well as elsewhere.

Labour costs in Europe were catching up
with those of the United States. As com¬

pared with earlier years, this made

exporting more attractive than investment

abroad for U.S. -based companies, and

exports to the U.S. less attractive than

investment there for companies based out¬
side the U.S. (see chart).

European and Japanese economies were

increasingly able, from a balance-of-pay-
ments point of view, to finance the outward

investment, and the depreciation of the
dollar made investment in the U.S. rela¬

tively cheaper.

7. Recent International Direct Investment

Trends.

2. In the period 1960-1973, the growth of
international direct investment is estimated at

12 per cent in current dollar terms by the OECD
study. The estimate is approximately the same
for the 1974-79 period, but the much higher
rate of inflation in the latter period implies a
significant slow-down in real growth.

3. Direct investment financed by reinvested
earnings is not taken into account in these

figures. If it were, the share of the United States

would be higher but the trend would still be a

significant fall in its share.
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The Third World

Although the role of developing coun¬
tries as hosts to international direct invest¬

ment had been declining since the early

Fifties, in the last five years some devel¬

oping countries have managed to attract
substantial amounts of international direct

investment. Investment in these countries

grew more rapidly than it did in developed

countries (in real terms) and more rapidly

than aid but considerably less rapidly than

the syndicated Euro-currency credits and

other private international bank lending.

Taking a broader look at the Third World

however, it is evident that the significant

growth in international direct investment

has been restricted to only a handful of

countries, the newly industrialising coun¬

tries (NICs) - Brazil, Mexico, India, Malay¬

sia, Argentina, Taiwan, Hong Kong, the

Phillippines, Singapore, Colombia and
South Korea (as well as Peru and Zaire

where however the development is mainly

limited to mining).

These countries are gaining a compara

tive advantage not only because of wages

but because of an increasingly experienced

work force and greater emphasis on

export-led growth rather than import sub¬
stitution. Government inducements to for¬

eign capital reduced tariffs and taxes and

the provision of free zones have also

helped. Foreign investment has played a

major role in the industrialisation of these

countries, foreign controlled enterprises

accounting for an estimated 45 per cent of

developing countries' exports.

The investment data also show a

growing role for tax havens such as the

Bahamas, Bermuda, the Netherlands An¬

tilles, the New Hebrides and Panama, but

these flows are related mainly to finance,

insurance and other services and especially

to the establishment of holding companies

for tax purposes.

In other developing countries (leaving
aside the oil producers) direct investment

has tended to stagnate. Countries with

incomes averaging less than $200 per
capita accounted for only 7 per cent of the
investment of DAC countries in 1978. This

stagnation partly reflects the picture in

mining which is in turn attributable to the

low price of processed metals, the high
cost of investment and processing, the lack
of infrastructure and perhaps excessive

investment in this sector during the late
1960s. However, the lack of investment

opportunities and the general investment

climate have also been important factors.

A Shift in Sectors

Changes in the type of investment have

also occurred - the share of mining (in¬
cluding oil) seems to be on the decline for

the four big foreign investors - the United

States, the United Kingdom, Germany and
Japan. Following the takeover by OPEC
countries of many of their local oil activi¬

ties, investment by oil companies is rising
strongly again, though not necessarily in oil
production alone, as they have been
investing in other fuels and in some cases

pursuing diversification even farther afield

(e.g. minerals). For Japan, industrial invest¬
ments seem to have overshadowed the
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traditionally important foreign banking sub¬

sidiaries, while the service sector is

becoming more important in United States

and United Kingdom investment abroad.

In many service activities the move may
be made in order to follow multinational

industrial clients but also in response to the

growth of local markets. For example, the

world's 50 largest banks increased the

number of their foreign affiliates or subsid¬

iaires by 60 per cent between 1971 and

1 976 and have tried not only to follow their

clients but also to keep up their share of the

increasingly internationalised credit mar¬

kets and to get authorisation to attract

deposits from residents in host countries.

International reinsurance has also grown

rapidly, being less subject to restrictions
than other branches of insurance. Adver¬

tising too has moved abroad (more than

50 per cent of the billings of the top ten

United States agencies now come from

overseas) as have franchising, tourism and

accounting.

New Actors

Since 1974, the OPEC countries, and in

particular Saudi Arabia, Iran, Libya and

Kuwait have been investing abroad but

more in financial and especially short-

term assets than in production facilities.
Oil distribution and real estate account for

most of their direct investment which is

calculated at only 0.8 per cent of the total

stock of foreign investment in the United

States and Germany and 4 per cent of the

inflows into France in recent years.

Multinational firms based in the devel¬

oping world, mostly in newly industrialising

countries, are emerging. Thirty three of the

500 largest companies outside of the
United States in Fortune's 1980 list have

their headquarters in such countries,

double the number in 1975. Many of these
33 are associated with OECD-based multi¬

nationals, but state-owned oil and mining

companies are also investing abroad, and

some of the NICs produce industrial equip¬

ment, textiles or electronic goods in other

developing countries in association with

local partners. Hong Kong is one of the
foremost home countries of such devel¬

oping country multinationals and is the

second largest source of investment in

manufacturing and the services in Indon¬

esia after Japan.

The COMECON area also carries out

direct investments, but only on a small

scale, with less than $1 billion in equity
participation in the West (in Germany, the

United Kingdom, France, Austria and Italy).
Most of these are in service activities

(trade, transport, engineering, banking).

More important, the size of the com¬

panies engaged in multinational activities

has diversified, if only because the habit of

foreign investment has spread from the
largest countries with the largest firms to
the smaller ones. It seems also that in some

countries, an increasing number of me¬
dium-sized firms and, less often, small-
sized firms have begun to invest abroad,
the latter being sometimes supported by
government financing or guarantees when

they direct their efforts to developing
countries.

New Financing Methods

As multinationals expand, fewer funds of

foreign origin are required and more local

earnings reinvested or set aside for depre¬

ciation. The trend towards reinvesting
earnings started with United-States-based

multinationals as early as the 1960s and
reached a peak of 86 per cent of total direct

investment in 1 974, then fell to a relatively
stable 60 per cent. Within the United
States on the other hand the ratio of

self-financing on the part of foreign firms

has fallen, perhaps because of the fact that

the large number of new Japanese and
European affiliates have not yet accumu¬
lated sufficient earnings to finance their
rapid local growth. Reinvested earnings
play a lesser role in the financing of direct
investment in developing countries, where,
on the other hand, transfers of equipment,
machinery and know-how are particularly
important.

Locally borrowed funds or funds bor¬

rowed on the international capital markets
are also known to be important sources of
financing direct investment, but little data

is available on this question. It seems that
there is no clear trend: how much is

borrowed locally or internationally tends to
depend on companies' attitudes towards

exchange risks, debt/equity ratios etc.

New Production Networks

While in previous periods, direct invest¬

ment had been mainly directed towards

The role of Germany, Japan, the Netherlands and France as international investors is increasing
while that of the United States is declining. But the United States is increasingly a host country.
Below: A Sony plant in San Diego, California.

11



servicing local markets, since the late
1960s more affiliates have set out to

produce components to pass on to other

affiliates of the same company in a regional
and sometimes worldwide network of inte¬

grated production. Automobile firms and
electronic firms are the most obvious

examples of a more general trend. This

form of organisation had been encouraged

by the tariff system and, in particular, the

offshore assembly provisions (OAP)
granted by many industrialised countries.

Under OAP there is no customs duty when

components exported to developing or

COMECON countries for processing or

assembly are reimported into the home

country as a finished product. In the United

States OAP imports grew by 60 per cent a

year over the period 1964-72 as against
12 per cent for imports from developing

countries not covered by OAP. For Ger¬

many, the figures were 36 and 1 1 per cent

respectively and for the Netherlands 29

and 2 per cent. Free trade zones also

account for a rising share of world manu¬
facturing trade.

New Forms of Investment

The historical preference given by firms

to wholly owned subsidiaries is giving way
to other forms of association. When a

multinational has a strong technological
lead over the competition, this kind of

affiliation tends to be preferred since the

parent runs less risk of losing control over

its processes or products, but if the com¬

petition from other multinationals is

already strong and there is no technological
lead to protect, the parent has greater

latitude to envisage other, possibly more
advantageous forms of control.

Acquisition of existing firms may have
become more interesting than "green field

investment" - the creation of new capacity

Developing countries but only a handful of them are attracting increasing amounts of foreign
investment. Below: A Volvo plant in Malaysia.

with the slowdown in economic growth

and more attention to cost cutting. The
bulk of investment in Sweden in recent

years, for example, has been through

takeover. Likewise in 1976 for every
takeover in a developed country by a
United States-based multinational three

new enterprises were created, while in

1979 the situation was reversed: there

were five takeovers for every new enter¬

prise created. The same trend, though less

pronounced, was evident in the developing
countries.

New so-called non-equity patterns of

investment have also developed. They
include:

provision of patents, licences and fran¬
chises

durable links between the producer of
capital equipment and the users of that

equipment resulting from turnkey arran¬
gements

durable links requiring that a firm market
the production of another firm in a

foreign country as in some buy-back
arrangements

arrangements that give a firm in one

country an effective role in the manage¬
ment of a firm in another

international sub-contracting4 can give
the contractor control over the sub¬

contractor with no equity participation at
all.

These flexible and pragmatic forms of
ownership, management or control are

often combined and can lead to very
complex inter-relationships. Examples are

recent agreements among large European

companies in the automobile industry and
transatlantic agreements in the aerospace
industry.

The pressure for such new kinds of

relationship and against direct purchase

comes, inter alia, -from the need to cut

capital costs. Increased perception of risk

has also inclined firms to fight shy of

100 per cent equity ownership. Risks may

be political, but there may also be econ¬

omic obstacles relating to the possibility of

making transfers abroad for example or to

changes in world economic conditions

which may upset the competitive advan¬

tage of particular sites especially in the

case of big projects with long gestation

periods.

The desires of host countries have also

worked to diversify ownership patterns in

the developing world. There, governments

have favoured and sometimes required

association of their locals with the foreign

investor. In particular countries with finan¬

cial resources of their own (or the ability to

borrow) may try to attract foreign techno-

4. See International Sub-Contracting - a New

Form of Investment, OECD 1981, by Dimi-
tri Germidis of OECD's Development Centre.
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logy and management rather than foreign
capital. However, the foreign "investor"
may still want equity control because he
feels that otherwise he would be unable to

get sound management for the foreign
operation. The "host" country too may be
disappointed if the involvement of the

"investor" is not great enough to yield the
expected flows of technology or manage¬
ment ability.

While these new forms may thus have

advantages from the point of view of "host"

as well as "home" countries, they are not
necessarily the best solution in all circum¬

stances, especially if they result from a

perception of increasing risks. The better
alternative for both "home" and "host"

countries would be to reduce this percep¬

tion and the risks underlying it. It is
important for the future growth of direct

investment that they pursue efforts to do
so.

New North-South

Investment

Strategies

New forms of international investment turnkey operations, interna¬
tional subcontracting, licensing and technical assistance, joint ventures
and trilateral cooperation - may revolutionize international investment

and capital accumulation in much the same way as the joint stock
corporation did on a national scale. OECD's Development Centre has an
international team studying these new forms of investment in their
North-South context and their implications micro and macroeconomic -

for host and home country and for North-South relations. In the following
article, Charles Oman, who is responsible for this project, discusses
some of the issues involved.

The "new" forms of investment are, of

course, not really new. Japanese

foreign investors have been using

these techniques ever since World War II.

But until the 1970s, the dominant form of

foreign investment in developing countries

was that of the leading investors, most of
which were United States-based multina¬

tionals; and they used direct private foreign

investment as typified by the majority- or

wholly-owned subsidiary.

Is Foreign Investment
Obsolete?

The fact that the flow of bank loans to

the developing countries has increased

much more rapidly during the 1970s than

direct private foreign investment has led

some economists to argue that foreign

direct investment is becoming obsolete in

the North-South context. They hold that,

while a significant part of the loans is being
used to meet short-term balance-of-pay-

ments needs, a not insignificant portion is

being used by developing countries to
finance these new forms of investment.

The host countries hope to increase

control over foreign investment by "unbun¬

dling" the traditional investment package

which includes financial capital, technolo¬

gy, managerial skills and in some cases

access to international markets. By their

very nature these forms of investment raise

the possibility of separating ownership and

control, which may be of interest to foreign

investors because they can reduce risk

while retaining at least a minimum of
control.

The first problem in attempting to sup¬

port or refute the obsolescence hypothesis

is that there are no aggregate data on the
new forms of investment. (One aim of the

Development Centre study is to generate

data of this type for the ten developing

countries covered by the study.1)

A second difficulty is that, if one

attempts to draw conclusions from existing

data on private investment, one finds that

they do not adequately measure either of

the two variables which are of concern to

policy makers the transfer of real
resources from North to South and the

control of resources in the developing
countries by foreign investors.

If, despite these data problems, one

does attempt to draw inferences from

available statistics, two apparently con¬
flicting interpretations of the data

emerge:

During the 1970s direct private foreign
investment grew much more slowly than it
had during the Sixties; this observation

lends support to the obsolescence hypo¬
thesis.

But if one looks at the data more closely,
one finds that, although such investment

slowed down sharply between 1968 and

1973, it has increased significantly since
1973; real rates of investment have been

even higher than during the period 1960-
1968.

The conclusion tentatively drawn by the
Development Centre is that the obsoles¬

cence hypothesis is not valid. But, given the
empirically observable growth in new

investment forms, the lack of a valid global
hypothesis makes it all the more necessary
to analyse carefully the motivations behind

and significance of this phenomenon.

The Dynamics
of the International

Investment Scene

Three sets of actors are particularly
involved in the present international invest¬
ment scene:

the firms, based on the whole in OECD

countries, including but not limited to

the major multinationals

the international financial institutions,

including both large private banks and

multilateral financial institutions (the World

Bank, IMF, etc.)

the decision makers in the developing
countries, both private and public.

Why are the firms becoming involved in

the new forms of investment? One expla¬

nation is that their involvement is largely a
defensive reaction in response to more

nationalistic attitudes and threats of expro¬

priation in the developing world. A second

interpretation is that it reflects strategy

initiatives of firms which have perceived

opportunities for increasing their leverage

(achieving the same return with less initial

capital investment) or want to reduce

exposure or get into sectors not previously

open to foreign investment, like the pro¬

duction of food for local consumption. -

7 The countries covered are: Algeria, Brazil,

India, Malaysia, Mexico, Peru, the Phillipines,

Singapore, South Korea and Tunisia. Special

attention is being given to four sectors

mining, petrochemicals, electronics and electri¬

cal equipment and hotels.
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Two joint ventures in Brazil. Above: A steel rolling mill partly owned by the Japanese firm, Nippon
Steel, partly by a Brazilian state enterprise. Below: A chemical plant in which the French company,
Rhône Poulenc, participates.

\b »h»uT

A third interpretation is that the firms are

reacting to changes in the international
investment environment brought about

largely as a result of shifts in OECD
countries rather than in the individual host

nations: these include changes in OECD

government policies affecting outward
.investment (as a result of shifts in balance-

of-payments situations for example such as
occurred in Japan and the United States in

the early 1970s) and changes in the

Joint ventures. A joint venture

normally implies the sharing of assets,
risks and profits, and participation in the

ownership (i.e. equity) of a particular
enterprise or investment project by more

than one firm or economic "group". The
latter may include private corporations,
public corporations, or even states. The

distribution of shares in a joint venture
may be determined according to each

partner's financial contribution, or it may
be based on other criteria, i.e. other

forms of capital contribution, such as

provision of technology, management,
access to world markets, etc.

Two types of international joint
ventures in developing countries are the
focus of particular interest:

first those which involve at least

50 per cent equity participation by the
developing-country partner(s), in the
case where the foreign partner(s)
reside(s) in a developed country;

second those involving partners from

more than one developing country (i.e.
South-South international investment).

The so-called fade-out agreement

generally involves an initial equity
participation by the foreign investor of
more than 50 per cent (often 100 per

cent) but it is agreed that ownership will
subsequently be transferred to one or
more local parties (private or public

sector), often gradually or in several
stages. Once the fade-out process has
been completed, the foreign investor
may retain minority participation, or no
equity whatsoever; even in the latter
case, however, the foreign investor may
retain a direct interest in or even control

over certain aspects of the business,

such as international marketing.

2. Turnkey operations. The first
international turnkey agreements

appeared in the context of East-West

relations during the 1960s and were

being used by a limited number of

developing countries by the end of the

decade. More recently, the recycling of
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structure of inter-firm competition. Within

the realm of non-price competition the

emphasis, during the Sixties, was on pro¬

duct differentiation; it has perhaps shifted

in the Seventies and Eighties towards

process competition and hence cost reduc¬
tion.

The Implications

In this changing international economic

climate, both firms and banks have devel¬

oped new investment strategies for risk
avoidance which result not only in shorter
time horizons (whereas development needs
are essentially long term in nature) but also
in greater reliance on new forms of invest¬

ment. (Mining is an example of a sector in
which this may be taking place.) Thus a

new division of responsibilities may be
emerging among the three major actors in
which the firms will tend to concentrate

more on provision of technology, some
aspects of management, and control over

access to international markets, as their

major activities. The banks, on the other

hand, will increasingly control the financial
aspects of the international investment

process, and the host country will retain

ownership over the investment operation
and be responsible for those managerial
tasks (industrial relations is one) which they
are best equipped to handle.

E NEW FORMS OF INTERNATIONAL INVESTMENT

petro-dollars through multi-million or

even billion-dollar contracts calling for

entire industrial complexes by foreign

suppliers, particularly in some of the

Middle Eastern OPEC countries, has

drawn considerable attention to such

operations. A product-in-hand operation

is one in which the supplier's

responsibilities are fulfilled only when the

installation is completely operational

with local personnel.

3. International sub-contracting
normally involves a "principal" based in a

developed country - often a
multinational firm or an international

trading house placing orders with a

sub-contractor in a developing country to

produce components or assemble

finished products with inputs provided by
the principal. The final product is sold by

the principal, sometimes in his home

market and sometimes in third-country
markets.

The growing importance of

international sub-contracting is closely

related to tariff regulations in the

developed countries and to the rapid

proliferation in recent years of "free

export zones" in developing countries.

4. Licensing agreements. Agreements

in which the licensor provides the

licensee with access to a particular

technology or set of technologies in

return for value an initial lump-sum fee,

a percentage of sales, royalties, shares of

equity or goods produced by the

licensee/recipient and bought by the
supplier at a discount (as in a buy-back
agreement). Though the term "sale of

technology" is frequently employed to
define licensing agreements, it implies

that all property rights are ceded, which

is rarely the case. Rather, the licensee is

usually given specific rights of access to

and use of the technology, rights which
have sometimes been the source of

controversy in North-South relations.

Under some conditions, such

arrangements are referred to as technical

assistance agreements.

im±
The technology to which the licensee

is given access may include "know-how"

(i.e. secret unpatented technology),

trademarks, copyrights or patents, or a

combination of these, and as is the case

with most of the new forms of

investment, may also call for the training

of local personnel by the

licensor/supplier of technical
assistance.

Franchising may be regarded as a

particular type of licensing agreement.
The franchisor usually provides the

franchisee with a "package" including not
only trademarks and know-how but also

local exclusivity and management
assistance, in return for a downpayment
fee, royalties, and compliance with cer¬

tain corporate regulations.

5. Management contracts call for the

supplying firm to manage a project or
enterprise in the developing country.
They usually also call for the training of
local personnel and the handing-over of
authority to locals after a certain time

though in some cases, especially in the
Middle East, the host-country
government will use independent experts

to monitor the activities of the managing
company instead. Under management
contracts, the recipient may also benefit

from such intangibles as the supplying
firm's reputation, worldwide

procurement capability, knowledge of
international product and financial
markets, and access to funds.

One difference between a licensing
agreement and a management contract,
then, is that the former often relies on

an already functioning enterprise in the

host country, whereas under a

management contract, the supplier must

often build up an enterprise from scratch.

In contrast to "product-in-hand"

operations, the supplier does not

necessarily supply plant and equipment

and is directly responsible only for

management and, usually, the training of
local personnel.

cu-uperdTion

tripartite industrial co-operation. At

least three firms or organisations, one or

more domiciled in a centrally planned

economy of Eastern Europe, at least one

in the OECD (an industrialised economy
of Western Europe, North America or

Japan) and one or more in the South (a

developing economy of Africa, Asia or

Latin America) join forces to carry out

common activities in the host developing

country: the building up of physical
infrastructures, the prospection and

extraction of natural resources, the

supply or installation of industrial plants

or production lines (often on a turnkey

basis and involving personnel training),

assembly work and marketing.

The contributions of the partners from

the different regions may be summarised

as follows: East European partners
frequently contribute some capital

equipment, a certain amount of

technology and services (notably
technicians and other skilled labourers),

and may sometimes act as project
manager and/or consultant, but more

often as sub-contractor or sub-supplier.

Partners from the West usually

contribute sophisticated patented (or

unpatented) technology and specialised

equipment, and often serve as project

managers and/or consultants, but

seldom as sub-suppliers. Developing-

country partners commonly undertake

general construction and civil engineering

services and supply raw materials.

Any given project or enterprise may of

course simultaneously involve two or

more of the new forms. To cite only a few

simplistic examples, management

contracts often accompany almost any

of the other new forms, compenstion

agreements often go hand in with

trilateral co-operation projects, and

turnkey operations are apparently more

often than not accompanied by licensing

agreements. m
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Stabilisation

of International Tourism

International tourism receipts in the

OECD area as a whole rose by approx¬

imately 2% in real terms in 1980, as
compared to 3% in 1 979 and 7% in 1 978.
This growth was achieved in spite of
energy constraints and a generally un¬
favourable economic situation and reflects

increased arrivals of foreign tourists or

visitors - up about 4% in 1 980 for the 1 9
reporting OECD Member countries and
Yugoslavia. In current money terms,

receipts (US dollars 72 billion) increased
by 1 5%. The bulk of the increase was due
to inflation in the Member countries. The

1 5% growth rate marked a fall from 1 979
(20% rise in receipts and 22% in expen¬
diture) and 1978 (a rise of 25% for both).

Since gains and losses in the various
European Member countries balanced out,
international tourism receipts in real terms

for those countries taken together held

steady in 1980 at the level reached in
1979. On the other hand, the North

American countries and the countries of

the Australasia-Japan group all made

gains, as evidenced by real growth of 6%
and 14% respectively.

The United States accounted for most

of the growth in the OECD area in 1980
with an expansion of 7% in receipts; in

1 979 they already represented the leading
share in the total receipts in real terms for

the area (17%). Growth in Switzerland

(18%) and Germany (7%) as well as
France and Austria (5%) also had a major

positive impact, while the decline in the
United Kingdom (10%) and Italy (8%) and
the steady level in Spain had a noticeable

impact in the opposite direction, given
these countries' shares in the total.

Appreciable growth also occurred in
Australia (22%) and the Netherlands

(13%) although their contribution to

overall growth in the OECD area was
smaller.

Influence of Price Trends

As a general rule, tourists showed
marked sensitivity in 1980 to price trends

between one country and another since

the dwindling of their purchasing power

prompted them to spend more carefully.

The influence of this on their choice of

destination appears to have been fairly

consistent. Thus, Member countries with

high inflation (above the average of 13%
for the OECD area) nearly all saw the
volume of their international tourism

receipts fall in 1980, whereas those
countries with lower rates of inflation all

recorded increases in volume of their

receipts.

This pattern of tourist behaviour is
borne out with particular forecefulness in
the case of tourist flows from the United

Kingdom, where inflation was relatively
high and the national currency appreciated
against the currencies of all other Member

INTERNATIONAL TOURIST RECEIPTS AND EXPENDITURE

IN US DOLLARS AT CURRENT RATES

Rounded figures in millions of US $

Receipts Expenditure

OECD Member Countries

1979 1980 % 1979 1980 %

Austria 5,610 6,441 + 14.8 2,965 3,163 + 6.7

BLEU 1,634 1,810 + 10.8 2,972 3,272 + 10.1

Denmark 1,312 1,337 + 1.9 1,542 1,560 + 1.2

Finland 553 683 + 23.5 505 593 + 17.4

France 6,823 8,235 + 20." 5,187 6,027 + 16.2

Germany 5,812 6,640 + 14.2 17,754 20,827 + 17.3

Greece 1,663 1,734 + 4.3 202 190 - 5.9

Iceland 22 23 + 4.5 39 42 + 7.7

Ireland 527 612 + 16.1 519 n.a. n.a.

Italy1 8,202 8,914 + 8.7 1,507 1,907 + 26.5

Netherlands 1,353 1,640 + 21.2 3,978 4,637 + 16.6

Norway 635 742 + 16.9 1,189 1,304 + 9.7

Portugal 942 1,146 + 21.7 247 289 + 17.0

Spain 6,484 6,968 + 7.5 922 1,229 + 33.3

Sweden 890 960 + 7.9 2,022 2,230 + 10.3

Switzerland 2,568 3,149 + 22.6 2,030 2,357 + 16.1

Turkey 281 327 + 16.4 95 115 + 21.1

United Kingdom 6,010 6,932 + 15.3 4,534 6,454 + 42.3

Total Europe2 50,794 57,681 + 13.6 47,690 56,196 + 17.8

Canada 2,009 2,284 + 13.7 2,739 3,121 + 13.9

United States 8,335 10,100 + 21.2 9,413 10,385 + 10.3

Total North America 10,344 12,384 + 19.7 12,152 13,506 + 11.1

Australia 531 725 + 36.5 688 715 + 3.9

New Zealand1 191 214 + 12.0 499 541 + 8.4

Japan 554 644 + 16.2 4,810 4,593 - 4.5

Total Australasia-Japan 1,276 1,583 + 24.1 5,997 5,849 - 2.5

Total OECD Countries2 62,414 71,648 + 14.8 65,839 75,551 + 14.8

Yugoslavia 825 1,115 + 35.2 n.a. n.a. n.a.

7. OECD, Balance of Payments Division for 1980.
2. Excluding Ireland,
n.a. Not available.
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To cut vacation expenses, many holiday-makers have given up high-cost intercontinental air trips resulting in a competitive advantage for trains and
private cars.

countries in 1980. Increased tourist in¬

flows from the United Kingdom were
reported in 15 out of the 16 Member

countries where data are available. The in¬

crease was in some cases considerable in

terms of arrivals (37% in Greece, 29% in

Switzerland and 22% in the United States)

and of bednights (29% in Switzerland and

20% in Germany).

Predominance of Private

Car Travel

Since the very heavy oil price rises of
1979 and 1980, tourists have paid much

greater attention to the cost of transport.
The intense competition between airlines,

compelling them to innovate, and the
competition they face from other forms of
transort on routes within continents have

helped to hold down the fare increases air¬
lines were forced to make. Even so, in the

present context, airlines suffer a com¬
petitive handicap in attracting holiday-
makers. The decision to travel shorter dis¬

tances in order to maintain reasonable

tourist expenditure means avoiding inter¬
continental travel, where air transport has

the upper hand, and also means travelling
within continents over distances less

amenable to reduced fares or appreciable

time-saving.

Hence, worldwide, the total number of

passenger-kilometres on scheduled flights
by the airlines of the International Civil
Aviation Organisation (ICAO) member

states grew by only 2% in 1 980, a record

10-year low, as against 12% in 1979.

Referring more specifically to the OECD

area, the total number of passengers

carried both ways on North Atlantic routes

increased in 1980 by only 1%, as against
6% the previous year. In particular, only 6
air traffic routes between the United

States and the European Member

countries registered any growth in 1980.

In the case of flights within Europe by

member companies of the Association of

European Airlines, the number of

passenger-kilometres fell by 3%, against a
rise of 5% in 1979.

This state of affairs provides an appa¬

rent opportunity for international rail

transport to enhance its competitive posi¬

tion. In addition, notwithstanding the fact

that motor-fuel prices have risen con¬

siderably for two years now, the private

car still remains well-placed among the

types of transport used by tourists on

account of the flexibility of movement it

affords, particularly because persons

travelling privately do not as a rule keep

exact accounts of all costs relating to the

possession and use of a car.

Accommodation and Catering

In view of the recent worsening of the
economic situation, accommodation and

catering firms have become aware that

relationships between supply and demand
have taken a different turn and that in¬

novation in production, management and

marketing encourage a satisfactory return

on investment. The proliferation of short-

stay holidays taken throughout the year

together with greater awareness among
tourists of price-differentials for off¬

season holidays promise stabilisation of

demand leading to improved occupancy
and utilisation rates of accommodation

and catering.

Considering the important role played

by international tourism in the economies

of most Member countries, particularly

with regard to employment and tax
revenue, as well as in their international

trade in goods and services, there is a

need to ensure that the problems resulting
from the unfavourable economic situation

are not worsened by measures which

would create impediments to travel

abroad by nationals of Member countries.

Because of protectionist pressures

resulting from the persistence of economic
difficulties it is essential that all Member

countries see to it that the free flow of

tourists across frontiers is maintained.

Restrictive measures based on short-term

considerations could but endanger the

long-term development of international

tourism and would be contrary to the ob¬

jectives of the Declaration on Trade Policy

reaffirmed by the OECD Council meeting
at ministerial level on 1 6th and 1 7th June,

1981, which cover the exchange of

services as well as goods.

17



Cyclical Developments
and Leading Indicators

Examination of so-called "cyclical indicators" economic series whose turning points have, in the past, had a
stable timing relationship with the turning points of an economic aggregate can effectively supplement other
methods of assessing the state of the current economic cycle. The technique can scarcely replace properly
specified forecasting models, but it represents a relatively convenient way of obtaining a broad-brush picture
from a large amount of data. The OECD Economic and Development Review Committee's Working Party on
CyclicalAnalysis and Leading Indicators recentlypresented a report which forms the basis ofan OECD system of

cyclical indicators used by the Organisation. Its purpose is to assist those in the OECD engaged in forecasting
and economic assessment particularly country reports and the bi-annual Economic Outlook. The following
article explains some of the principles involved and illustrates the technique with a comparative example of
industrial production developments in three major blocs of OECD countries.

Periodic fluctuations, generally known

as "the business cycle", have always
occurred in the level of economic

activity of the industrialised nations:

expansion in most economic processes

gives way to contraction, recession and

eventual recovery into the next expansion

phase. The word "cycle", traditionally used

to describe those fluctuations, may be

misleading since the sequence, though
recurrent, is not strictly periodic. The dura¬

tion may be as short as two years or as long

as eight or more years, and intensities can

also vary greatly. No two business cycles

are ever exactly the same.

Business Cycle Theories

Many reasons have been postulated for

the existence of business cycles. Without

going into detail, basic theories of the

cyclical mechanism may be divided into
external and internal theories. External

theories trace the origins of the business

cycle to something outside the economic

system, for example, wars, political events,
discoveries of technologies or resources,

population growth or migration. Internal

theories relate the business cycle to

mechanisms within the economic process

which cause self-generating fluctuations.

Many internal theories concern the mul¬

tiplier-accelerator effect, whereby con¬

sumption must continue to grow at a
certain rate in order to maintain investment

levels. External or internal shocks creating
an injection of government expenditure can

also propagate cycles through investment.

Similarly, theories based on the stock cycle
demonstrate that reduced demand results

in over-stocking, the reaction to which

provides the impetus for a subsequent

recessionary phase. Other theories include

those based on interacting multiplier-accel¬

erator principles whereby cycles generated

by shocks are "bounced" back from

capacity production and employment ceil¬

ings; the monetary theory, connecting the

cycle with the expansion and contraction of

the money supply; the innovation theory,

tracing the cycle to technological innova¬

tion; the psychological theory of infectious

optimism and pessimism; the theory of

under-consumption where too much

money that might be invested goes to

wealthy or thrifty people in prosperous

times; the over-investment theory, which

sees cycles generated through the multi¬

plier-accelerator effect when investors

over-react to lack of productive capacity;

the "echo-replacement" theory, according

to which cycles are repeated when capital

goods need replacing; and "political" theo¬

ries, whereby government monetary and

fiscal policy makers over-react to economic

conditions creating a destabilising effect,

or clamp down periodically on accumulated

cost-push inflation or simply periodically

try to get themselves re-elected.

Generally a combination of external and

internal theories seems to be accepted by

most economists today. The initial impetus

for cycles may come from outside the

system (the discovery of new markets or

resources, for example, or the oil-price rises

of 1974 and 1980) but thereafter it is the

fundamental internal structure of the

market economy that takes over to create

the familiar type of business cycle. What¬
ever the various theories advanced and the

relative importance of exogenous and

endogenous factors, it is clear that the

cyclical mechanism is complex and that

precise factors at play vary from one cycle
to the next.

How to Forecast Cycles

It is apparent that the business cycle

touches a wide range of statistical series:

income, production, employment, invest¬

ment, construction, inflation rates and

many financial series such as stock market

prices and money supply. Its effects can
also be seen in non-economic sectors such

as births, marriages and crime-rates. This

has led to attempts to forecast the busi¬

ness cycle by the monitoring of series

known as leading, coincident and lagging

indicators, whose turning points have his¬

torically preceded, coincided with or fol¬

lowed turning points in aggregate econ¬

omic activity.

Finding Leading Indicators

A leading indicator which turns consis¬

tently a fixed number of months before

aggregate economic activity would be inva¬

luable for forecasting; unfortunately, no

such perfect indicator exists. Instead,

workers in this field try to gather a group of

series, each of which has historically dis¬

played a fairly consistent leading relation¬

ship with the business cycle.

When selecting leading indicators, the
principal factors taken into account con¬

cern the length and consistency of the lead

of the indicator over the reference cycle,

the absence of extra or missing cycles,
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smoothness, freedom from excessive revi¬

sions, rapidity of availability of a long run of

data of statistically satisfactory reliability

with no breaks. Monthly series are pre¬

ferred to quarterly ones, and series with a

wide coverage preferred to narrowly

defined figures.

Often, an attempt is made to summarise

the behaviour of leading indicators by

aggregating them into a composite index

which may prove a more reliable guide than

any individual indicator.

Separating the cyclical effects from

l-ng-term trends

Business fluctuations take place around

a path of long-term growth, and the

relationship between more or less steady

growth forces and those which engender

cyclical fluctuations is a key issue. How¬

ever, much of the theory of the cycle can be

stated independently from that of growth,

and the elimination of a long-term growth
trend tends to show the existence of

cyclical fluctuations in most series. This

allows comparisons between series from

different economic processes. Most OECD

work is based on these "growth cycles"

i.e., cycles in which trend elimination was

carried out by the phase-average trend

method developed by the United States
National Bureau of Economic Research

(NBER)1.

Defining the reference cycle

Defining the general business cycle ("re¬

ference" cycle) requires reconciliation of

the desire for international comparability

with recognition of differences in economic

structure and statistical systems. The usual

procedure adopted in the OECD (and else¬

where) is to derive a "reference chrono¬

logy" of turning point dates from a series or

group of series which best represent, for

the country being studied, the concept of

"output, broadly defined". Chronologies

would initially be computer-selected from

detrended series using the Bry-Boschan

programme2 before being modified, if

necessary, to take into account the pos¬

sible distorting effect of major strikes,

unusually severe winters, etc.

Identifying leading indicators

Having established a "reference chrono¬

logy" of turning points, it is then possible to

seek leading indicators. The analysis proce¬

dure for possible cyclical indicators, like

that of the reference series, involves com¬

puter-aided trend elimination and selection

of turning points with modification of the

latter if appropriate. Calculation of leads

and lags between the peaks and troughs of

corresponding cycles in the indicator and

reference series allows one to determine

whether the average lead or lag and the

consistency of the relationship are suffi-

Stock market quotations can be used as a leading indicator since they give a rough indication of
business confidence. Above: The Paris Bourse.

cient to make the series in question useful
as an indicator for the reference series.

It is also important to question whether

it is theoretically reasonable to include such

a series in a set of leading indicators for

aggregate economic activity, for industrial

production, or other reference series.

It is possible to scrutinise a large number

of series, and use of a computerised data

base linked to basic analysis routines can

eliminate many clearly unsatisfactory

series in the first phase. Expert advice is

also invaluable for selecting potential

leading indicators as is a study of the

various cyclical theories mentioned earlier.

When dealing with a country for the first

time it is often useful (despite differing

statistical and economic systems) to

attempt to profit from the experience of

other countries. On this latter point, a fair

degree of success has been obtained by

applying the methods (and even choice of

series) developed by the NBER in the United
States to other countries.

Certain series recur regularly in the lists

of leading indicators for different countries,

among them stock-market prices (business

confidence proxy), money supply (expan¬

sionary accommodating stance of mone¬

tary policy), interest rates (stimulus to
consume or invest), stocks and orders

(direct stimulus to increased production),

and marginal employment adjustments

such as overtime, lay-off rate, etc., (rapid

labour market adjustment to change in
demand conditions).

Business surveys

Business surveys carried out in most

countries among businessmen and entre¬

preneurs are equally useful in establishing

leading indicators. In this context, the

questions asked concerning expected pro¬

duction, inflow of new orders, level of

orderbooks, stocks of finished goods, and

the general economic situation often pro¬

vide a rich source of leading indicators.

These questions are usually answered in

terms of "percentage balance of positive

over negative replies" which by definition

7. U.S. National Bureau of Economic Re¬

search. The method is described in "The Phase-

Average Trend, a New Way of Measuring

Economic Growth" by Charlotte Boschan and

Walter Ebanks, Proceedings of the Business
and Economic Statistics Section, American

Statistical Association, 1978.

2. "Programmed Turning Point Determina¬

tion" in Cyclical Analysis of Time Series: Sel¬

ected Procedures and Computer Programmes,

by Gerhard Bry and Charlotte Boschan (NBER,
1971).
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has no long-term secular trend.

Lagging indicators

Good leading and coincident indicators

are obviously useful, but the uses of lagging

indicators are less evident. In fact lagging

series such as unemployment, investment
and stocks are often of interest in their own

right. Leading and coincident indicators can

provide a guide to future developments in

these series. Among the lagging group are
a number of series generally termed "con¬

straints on expansion" which indicate lack

of capacity stocks, order backlog,
interest rates, labour costs per unit output,

indicators of loans and deposits, vacancy
notices, etc. Many of them, considered in

inverted form, represent conditions favour

able to economic expansion and thus have

a certain value as leading indicators as
well.

A Composite Index

Although it is desirable to consider each

indicator individually, it is often useful to

calculate a composite index from the set of

CYCLICAL DEVELOPMENTS IN INDUSTRIAL PRODUCTION - THREE GROUPS OF COUNTRIES

As an example of the use of the technique,

the OECD Economic Outlook No. 29 (published

in July 1981, cut-off date for information
2nd June) examined leading indicators for three

groups of countries comprising the seven major

OECD Members. The reference cycle consi¬

dered was that of total industrial production, a

very important economic aggregate which is
available monthly, rapidly and on a reasonably
comparable basis for each country. The sets of

leading indicators for industrial production (dif¬
ferent sets for each country, reflecting different
economic conditions and statistical availability)
were compiled into a single indicator, or com¬

posite index. The aggregate indices for North
America (Canada, USA) and four large Euro¬

pean countries (France, Germany, Italy, United

Kingdom), were then obtained by weighting
together (after amplitude standardisation) the
indices for the relevant countries using the

same weights used to obtain the aggregate

production indices. The graphs on the left-hand

side show deviations from long-term trends.

The right-hand side of the page shows a
comparison with the levels of the industrial
production figures themselves. This required

further amplitude-scaling of the indices to agree

with average amplitudes of the industrial pro¬

duction cycle, and the incorporation of the
appropriate industrial production trend.

The leading indicator for the four larger
European countries has exhibited an average
lead of about nine months but about seven

months at troughs. In the big 1974/75 reces¬
sion, however, the lead was only four months.
For North America leads are shorter, about six

months in general, but four months at troughs
and two months for the 1974/75 trough. For
Japan the lead is about nine months both at

peaks and at troughs, but was only four months

at the trough of 1974/75.

What the charts show

The cyclical situation of industrial production
in mid- 1981 bears some resemblance to the

recovery from the 1975 recession. At that time,

the trough in industrial production occurred
about two months earlier in Japan and North

America than in the European countries. In

1980, the North American leading indicator

appears to have given only one month's

warning of the July upturn in industrial produc¬
tion. For the four European countries, the

aggregate leading indicator showed signs of
turning upwards in September 1980. The
movement was small but discernible in each of

the components of the aggregate. In any case,

these upward movements were soon checked.
The strong signals of recovery in North America
started to falter in the fourth quarter of 1980.

But it has been rare for such a strong positive
movement to turn out to be a false signal, and

indeed the index subsequently moved up again.
In Europe, the movements of the third quarter
of 1980 appear to have been only a temporary
interruption in the downswing of the leading
indicator, which suggests that the four larger

European Member countries cannot expect any
upturn in aggregate industrial production before

the fourth quarter of 198 1, though the situation

is unlikely to be identical in each country. For
Japan, the decline of the leading indicator
ended in September 1980; since then move¬
ments have been rather indecisive.

LEADING INDICATORS FOR INDUSTRIAL PRODUCTION

Monthly indices of seasonally adjusted series

	 Composite leading indicator, January 1975=100 (seetext).
Total industrial production, s. a.. 1975 - 100 (ratio to trend X
100).

	 Composite leading indicator after inclusion of industrial

^__ production trend tsee text}.
J3 Total industrial production, 1975 = 100.

NORTH AMERICA

65 66 67 68 69 70 71 72 73 74 75 76 77 78 79 65 66 67 68 69 70 71 72 73 74 75 76 77 78 79

FOUR LARGE EUROPEAN COUNTRIES

130 .

120

65 66 67 68 69 70 71 72 73 74 75 76 77 78 79 1 65 66 67 68 69 70 71 72 73 74 76 76 77 78 79
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leading indicators which emerges from the

selection procedure. Amplitudes are stan¬

dardised to prevent the unintentional dom¬

inance of one particular series. Individual

indicators or the resulting composite index

may be smoothed in order to reduce the

likelihood of "false signals" a directional

change of the index due to irregular move¬

ments which does not imply a probable

future turning point in the reference series.

This implies some loss of timeliness of the

indicators. It is also possible to assign

weights to the various series based on the

same type of criteria used for initial selec¬

tion of the series for the composite
index.

Forecasting with Leading
Indicators

How are leading indicators used to
forecast and assess the current state of the

economic cycle? The system is in fact

designed principally to judge the timing of

turning points in the cycle, and leading

indicators are chosen primarily for their

behaviour at turning points thus in its

simplest form cyclical analysis can do little
more than indicate the date (or absence) of

a turning point in the cycle of the reference

series up to a few months ahead. However,

the introduction of the requirement of

reasonable similarity of cyclical profile (at
least for the composite index) together

with reliable leads may allow greater pre¬

cision in the application of cyclical indica¬

tors for forecasting.

To avoid problems of interpretation it is a

simple matter to present the cyclical indi¬

cators in terms comparable to the reference

series in its original form by a process of

amplitude-scaling and restoration of the
trend .

Among many possible developments of

the method currently used by the OECD,

one is particularly attractive:

Statistical estimates of national ac¬

counts and other major variables are a

fundamental starting point of the OECD

Secretariat's forecasting exercises. But

basic data are often already out-of-date,

sometimes by two quarters or more, at the

starting point of the forecasting project.

Cyclical analysis and leading indicators (as

well as other short-term forecasting and

assessment methods) can serve to bridge

this gap or "forecast the present" by

building up sets of leading indicators for

different expenditure or output compon¬
ents of Gross Domestic Product whenever

possible. Often, monthly, rapid leading

indicators can be found for quarterly aggre¬

gates normally available only after a delay.
Thus such methods can still be useful even

if publication and analysis delays swallow
most or all of the "lead-time" of the

indicators.

Key Issues Related
to Nuclear Power

There were encouraging signs for nuclear power development in
1980 in some OECD countries. But these, with one exception (France),

have not yet progressed to the point where the overall stagnation of
nuclearpower in the OECD area has significantly been reversed (see box).
After a decade in which nuclear energy more than tripled, with an annual

growth rate of more than 25 per cent, it increased by only 3 per cent in
the last two years. The following article summarises and updates the
situation.

At the end of 1 980 , installed nuclear

generating capacity stood at

123 GW compared to 1 18 GW in

1979. It contributed over 4 per cent of

total energy supply and about 12 per cent

of electricity supply, ranging from less than

2 per cent in Italy to nearly 25 per cent in

Switzerland, Belgium and Sweden. The

overall prospects for nuclear power in the

OECD area are dominated by the develop¬

ment of nuclear programmes in the United

States, France, Japan and Germany, but

other countries, including Canada, Spain

and the United Kingdom, are expected to

have individual nuclear generating capaci¬

ties exceeding 10 GW by 1990. For an

even larger group of countries, there will be

a substantial dependence of the electric

grid on nuclear generation by that time.

Nuclear power will still provide a consid¬

erable increment to OECD energy supplies

in the 1980s. According to the Secretar¬

iat's estimates for 1990, nuclear power

will almost triple from 1979 levels, pro¬

viding the energy equivalent of about

420 Mtoe, 9 per cent of total primary

energy. Despite present stagnation in

nuclear programmes, this growth is likely

to occur as plants begun in the 1970s
come on line in the 1980s. However,

unless new orders for nuclear power plants

increase markedly in the next few years,

the growth in nuclear power output in

OECD countries will slow dramatically after

1990.

The electricity contribution in 2000 will

depend critically on the pace of nuclear

development in the 1990s. A nuclear

shortfall will put greater pressure on other

parts of the energy system, implying either
the substitution of oil or coal for nuclear

resources in electricity generation, or of oil

and/or natural gas for electricity in end

use, or a lower overall energy growth

rate.

Major Constraints

Public acceptance is the major constraint

on the implementation of nuclear power in

most OECD countries, although there have

been wide variations among countries both

in the form public opposition has taken and

in the degree to which it has affected

nuclear projects. It has significantly cur¬

tailed the development of nuclear power in

the United States and Germany, while it

has had little or no impact in France, the

United Kingdom and Canada. Public con¬

cern has consequences in other critical

areas such as regulation and lead times and

can thereby affect the competitiveness of

nuclear power with other fuels.

The regulatory process

The regulatory process for construction

and operation of nuclear plants has

emerged as one of the main factors con¬

straining the growth of nuclear power. In

several countries, for example, Germany,

Japan, and especially the United States,

the number of federal and regional regula¬

tions has increased and prescriptive stan¬

dards have become more stringent. As a

result, the licensing process and the dele¬

gation of responsibility in the area of

nuclear power licensing have become more

complicated and, in some cases, confused.

Particularly discouraging for nuclear power

has been the practice of changing prescrip¬

tive requirements during the design, engi¬

neering and construction phases of new

power plants and sometimes even for

existing facilities. -
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UPDATE OF INDIVIDUAL PROGRAMME,

In the United States (present capacity
54.6 GW), which accounts for about

45 per cent of OECD nuclear capacity,

major uncertainties concerning the

future of the nuclear programme still

prevail despite the overall positive atti¬
tude of the new administration. The

self-imposed licensing moratorium that
followed the Three Mile Island accident

in March 1979 ended last year. How¬

ever, only three operating licences have

been issued since then. Moreover, regu¬

latory uncertainty coupled with the

financial cost of maintaining projects in

an active status are forcing many utili¬
ties to reassess their commitment to

nuclear energy. It is therefore doubtful

whether all power plants currently under

construction will be completed and
whether new orders will be issued soon

unless there is a rapid turnaround in

regulatory practice. No new orders were

made in 1979 and 1980 and several

units were cancelled or put off indefin¬

itely in the same period.

In France (present capacity

16.4 GW), seven new plants came on

line in 1980 and nuclear electricity

production increased by over 50 per
cent. In the first three months of 1981

three additional units came into opera¬

tion. However, the new government

recently announced its intention to thor¬

oughly debate the nuclear question and

not to allow the construction of new

power plants until the debate is com¬

pleted.

In Japan (present capacity 1 5.5 GW),

no authorisations for new plants were

made in 1979 and 1 980, but the nuclear

programme received a boost recently as

three nuclear plants were authorised

and initiatives were undertaken to cut

present lead times. However, a recent

incident at an operating plant could have

some influence on future develop¬

ments.

In Germany (present capacity
8.6 GW), no new nuclear plants have

been authorised since 1976, despite a
1980 parliamentary inquest committee

compromise suggestion to allow limited

use of nuclear until 1990, including
construction of new nuclear power sta¬

tions in line with energy needs. Although

some new power plants are currently

under consideration, the outlook for

nuclear power still hinges mainly on
political decisions.

In the United Kindgom (present

capacity 7 GW), the government has
endorsed a programme of 15GW of

nuclear power to be ordered over the

next ten years, but this programme has

recently been criticised in a report by the

all-party Select Committee on Energy.

Among other things, the Committee

expressed doubts about the economic

case for the programme, the load fore¬

casts which have been used to justify it

and the choice of the reactor type. It is

possible that these factors could contri¬

bute to a delay of the programme.

In Sweden (present capacity
5.8 GW), it was agreed in the March

1980 referendum that existing plants in
operation and those under construction

could continue, eventually reaching a
total capacity of 9.5 GW. However,
there remains a ban on new orders and it

has been decided to phase out nuclear

energy by 2010.

The nuclear programme of Canada

(present capacity 5.2 GW), which relies
on its own CANDU reactor fuelled with

natural uranium, is proceeding more or
less on schedule.

Although two more units are planned

for this decade in Switzerland (present

capacity 1.9 GW), construction of both

plants has been delayed due to controv¬

ersial political discussion. This year the

government is expected to rule on the

necessity of both plants according to the
new atomic law enacted in 1980.

In Belgium (present capacity
1.7 GW), the last part of the present
programme for building nuclear plants is

on schedule. This programme will result
in a capacity of 5.4 GW by 1985,
capable of producing 50 per cent of
electricity needs. After 1985, further

expansion of nuclear energy will depend
on finding suitable new sites a partic¬
ularly difficult task in Belgium - and

solving the spent fuel disposal prob¬
lem.

In Finland (present capacity 1.4 GW),
one additional reactor is currently under
construction, while new orders are being
considered.

Despite frequent revisions, Italy (pre¬
sent capacity 1 .4 GW) still has ambi¬

tious plans for nuclear development,
but, largely because of siting difficulties,

only a few reactors will be in service by
the end of the decade. A recent decision

by a regional authority allows, in princi¬
ple, the construction of nuclear power

plants, but this decision does not imply
site approval, which will be crucial.

There are good prospects that the

Spanish programme (present capacity
1 . 1 GW) will proceed without major
delays.

In the Netherlands (present capacity
0.5 GW), the government has approved
the building of three nuclear power
plants by the end of the decade. How¬

ever, no decision will be taken before the

end of the nuclear debate which started

this year. The current climate is gener¬
ally unfavourable to nuclear power.

At present the remaining OECD coun¬
tries have either abandoned nuclear

power plans or have not developed
programmes to the extent of placing a
reactor order and/or selecting a site for
a first nuclear unit.

WBM

I
Lead times

All these factors have increased lead

times. Total lead times (including pre-

construction) now average from 7 to

9 years in OECD countries, except France,

compared to only 5 years in the early
1970s. In the United States, lead times

average 1 1 years, compared to 6 years in
the early 1970s, and some reactors are

now scheduled to enter commercial opera¬

tion more than 1 5 years after being
ordered. While most delays formerly

occurred early in the cycle of nuclear power

plant planning and construction, recent

experience has shown that delays are likely

all along the line, even after plants have

been completed. In Sweden, for example,

two reactors were completed in 1978 but

only began operating at the end of last year

because of delays associated with safety

and environmental issues. Such long and

uncertain lead times penalise the relatively

capital-intensive nuclear option. This,

together with protracted litigation and

public hearings, has seriously eroded the

confidence of utility planners in nuclear

power as indicated by the cessation of new

orders and increasing cancellations. In

some instances, this general problem is

compounded by regulatory provisions that

do not allow the costs of a new plant to be

reflected in the rate base until the plant is

actually commissioned.

Waste disposal

The lack of proven and available waste

disposal facilities is another major factor

affecting the future of nuclear power. In
some OECD countries (e.g. Germany), the
authorisation of new plants has been linked
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to the availability of satisfactory arrange¬

ments for spent fuel management and

waste disposal. The most controversial

issue is management of high-level wastes.

Reference technologies for immobilising

high-level wastes (e.g. via vitrification) are
available, but arrangements for the final

disposition of such wastes are still at the
development stage and there are concerns

as to whether such development will be

pursued with sufficient diligence to ensure

the timely availability of appropriate facili¬
ties. Difficulties in site selection for reposi¬

tories compound the problem.

Non-prolifera tion

The non-proliferation issue and the

related issue of assurance of nuclear sup¬

plies were seen as a constraint on nuclear

power by some OECD countries in the late

1970s. However, the completion of the

International Fuel Cycle Evaluation (INFCE)
in 1 980 and the subsequent bilateral nego¬

tiations are considerably improving mutual

understanding and easing the overall cli¬

mate between uranium suppliers and con¬

sumers.

Issues for Governments

The alleviation of major constraints is a

precondition for the revival of the nuclear

option in most OECD countries. Although

international actions are helpful and some¬

times indispensable (e.g. concerning nu¬

clear proliferation) the main task is one for

national governments. More effective
actions need to be considered in the

following areas:

Within overall energy objectives, the

acceptability of nuclear power could be

enhanced through clear demonstration by

governments and utilities that other

options, including conservation, are recei¬

ving as strong political and institutional

support, but that nevertheless, without a

substantial contribution from nuclear po¬

wer, it will not be possible to replace oil

economically on a sufficient scale to cope

with the projected increases in energy
demands. The main task is to create and

maintain a climate for objective and dispas¬

sionate discussion taking into account rele¬

vant information about technical possibili¬

ties, their economic costs, the risks invol¬

ved, and the overall contribution nuclear

power can make in replacing oil. In this

respect the IEA and OECD/NEA can play

an important supporting role for govern¬

ments by analysing the nuclear situation

from an overall energy perspective and

through exchanging information on approa¬

ches to improve the acceptability of nuclear

power.

The future of nuclear energy is a critical

concern for governments and energy-

related industries. As one of the principal

replacement fuels for oil, governments

The Ringhals nuclear reactor in Sweden.

need to know the extent to which nuclear

will contribute to the long-term established

goal of reducing oil imports. Increasing

uncertainty over the future of nuclear

energy is also of concern to industry. It is

difficult, for example, for the coal industry

to plan development without having a

clearer view of what share nuclear power is

likely to contribute to future electricity
needs.

In most OECD countries, the licensing

process could be streamlined without sof¬

tening nuclear safety requirements. Past
actions have to be re-examined to see what

changes are necessary to assure safety in

substance, but further measures should not

simply take the form of adding further

prescriptive regulations to those now exist¬

ing. Co-ordination of authorities would be

desirable. Changes in regulation should

occur much less frequently and considera¬

tion of changes should take into account

economic and other effects on existing

facilities. It would also be helpful to esta¬

blish internationally compatible criteria for

construction and operation of power

plants, since a serious accident anywhere

could put all countries' nuclear pro¬

grammes in jeopardy.

Lengthening of lead times has largely

resulted from greater public participation,

reflecting public concern, and is inextric¬

ably linked to the difficult question of

political consensus as to the role of nuclear

power. However, lead times could be

shortened without affecting public partici¬

pation if the public were better informed,

the regulation process streamlined, and

legal and regulatory procedures speeded

up or consolidated.

Concerning waste management, most

governments are confronted with the fact

that public acceptance depends upon

demonstrating that solutions for waste

management not only exist but are being

implemented. Demonstration of successful

waste management and disposal in this

fashion would go a long way towards

restoring public confidence in nuclear

power.
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Progress on Food Policies

OECD countries are increasingly concerned with food policy. It incorpo¬
rates a whole set of policies that affect the food economy. Not only
agriculture is considered, but also such areas as nutrition, the quality and

safety of foods, the environment, the ecological balance and energy.
Further, as farming itself accounts for only a fraction (between one-third
and one-fifth) of the employment and value-added in the whole food

economy in OECD countries, other more general economic and social
policies have an important impact on the food economy. Progress in
developing such policies has just been reviewed by OECD's Committee
for Agriculture1 .

What is meant in the OECD by

"food policy"? Essentially it is

seen as an integrated govern¬

ment strategy which takes into account

food economy intra-relationships and links

between the food economy and other

sectors. It recognizes historical, economic
and cultural differences between countries

and changes in policy priorities over time .

Food policy is neither a static concept nor

does it imply the same set of priorities in all

countries. For example, as consumers in

OECD countries generally eat sufficient

food each day, more concern has been

expressed about the quality and composi¬

tion of the diet and the dangers of over¬

eating. In the 1970s, the energy crisis

placed greater emphasis on conservation

and the potential of agriculture as an

energy source. Food importing countries'

need to ensure food security is matched by

food exporting countries' desire to expand

their markets. In the future, the impact of

new technologies and a possibly less

favourable economic perspective could

have significant implications for the direc¬

tion and balance of food policies in OECD
countries.

The "food economy"2 includes all activi¬
ties which determine what, how, how

much and for whom food is produced, from

the production of inputs through farming
itself to the processing and distribution

after the products leave the farm gate.

Food policy has five major characteris¬
tics:

it deals with the food economy as a
whole

it recognizes the systematic nature of the
food chain, as well as the links between the

food sector and the rest of the national and

international economy

it acknowledges that the pursuit of

alternative goals usually involves trade¬
offs

it explicitly considers diverse interest

groups in the policy-making process

it accepts that the ordering of priorities

within food policy is constantly evolving

and differs from country to country.

Main Trends

In many countries the food economy has

become a smaller part of the overall econ¬

omy, and within the food economy farming

accounts for a smaller share of employ¬

ment and value added.

As a consequence, the non-food com¬

ponents have often become more impor¬

tant relative to food components. In nutri¬

tional terms there have been only slow

increases in per capita intake, and further

increases are unlikely due to present high

levels of food consumption and low popu¬

lation growth.

An increasing variety of foods is avail¬

able to OECD consumers, and there has

been some internationalisation of con¬

sumption patterns, though regional and

national eating patterns are still impor¬

tant.

Food is being consumed increasingly not

only for its nutritional value but more and

more for novelty, status, convenience,

reliability and safety.

The market structures of the food

economy vary from the competitive to the

monopolistic, but in general the trend has

been towards fewer and larger enter¬

prises.

Because of increasing specialisation

within the food economy, the "distance"

from raw material producer to consumer

has lengthened and farmers, food proces¬

sors and consumers identify less with each
other.

Trade in agricultural and food commodi¬

ties has expanded at annual rates often

greater than for total trade. However, the

combination of increasing levels of self-

sufficiency in many importing countries,

trade restrictive measures, and the vola¬

tility of monetary, fiscal and exchange rate

policies has led to many problems and

uncertainties in the past growth of trade

which might well continue into the
future.

Country Experience

OECD has looked closely at the exper¬

iences of countries in relation to food

policy. Most attention has been given to

commodity markets, nutrition and environ¬

mental considerations, but it is not clear

that these new concerns have as yet led to

profound changes in food policies or in the

policy-making system. What does seem to

have happened is that the new concerns

have encouraged governments to provide

more information, state objectives more

clearly, and take more account of the

interactions and repercussions of specific

measures within the whole food system.

While many of the policy objectives

relating to the food economy are current in

OECD countries, few countries have for-

7. Food Policies in OECD countries, 1981.

Other documents and publications include:

Changes in Processing and Distribution of Milk
and Milk Products: A Challenge to Farmers,

Vol. 1, 1973, Vol. 2, 1974; Towards a More

Efficient Beef Chain, 1977; Structural Perfor¬

mance and Prospects of the Beef Chain, 1978;

Food Margins Analyses, 198 1.

2. Sometimes referred to as the agro-food

sector or chain or the food system.
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mally specified broad food policies as
such.

Very specific food policy systems have
been introduced in some OECD countries;

in Canada, for example, a National Food

Strategy Conference was held in 1978 to
discuss the full range of issues and develop

a "consultative" process to deal with food-
related issues. The result of this conference

was an inter-departmental committee
whose attention focused on:

multi-sectoral consultations

agricultural development

market development

marketing boards

fisheries development

performance of the processing, distribu¬

tion and retailing sectors and provision of
services to them

concerns of consumers, including nutri¬

tion and food safety.

The main emphasis in Canada has been
not so much on Government intervention

but on broadening the basis of debate and

decision-making and the range of views

taken into account in the policy-making

process. To some extent Canada, however,

now seems to be moving away from such

an explicit process, having found that it can

be somewhat costly and time consum¬

ing.

In Norway a very specific food policy has

been in effect since 1975 when a special

report on nutrition and food policy was

accepted by the Parliament .

The main objectives of Norwegian food

policy have been provision of adequate

food supplies, the use and preservation of

the natural resource base, regional devel¬

opment, equity of agricultural and non-

agricultural incomes, reasonable food

prices to consumers, adequate nutrition

and recognition of the international factors

in the food equation. An inter-ministerial

co-ordinating body was created but prob¬
lems and conflicts have occurred over the

years. Agricultural production as a whole

has risen in line with the objective set in

1 975, as has food consumption except for

fish (which has declined) and meat (which

has increased more rapidly). Farm incomes

in Norway have on average achieved the

sought-after equality with non-farm in¬

comes, but the full effects of the very high

cost of achieving this equality (through

subsidies, high consumer prices, etc.)
remain unknown.

A third example of an explicit food policy

is that of Japan where food policies are

particularly related to the country's depen¬
dence on foreign supplies and its concern
about food in the context of national

security. The basic objective is "provision of

better quality food at stable prices" which

encompasses the protection of consumer

interests such as food safety, labelling, and
a diet in harmony with Japanese physical

and economic conditions. Food policies are

to be handled by co-ordination between
the various ministries.

In Germany the Federal Ministry of Food,
Agriculture and Forestry is responsible for
policies covering the agro-food sector. The

main aim of German food policy is to supply
the population with high-quality food pro¬
ducts. Specific sub-objectives cover the
orientation of production-market require¬

ments, handling, processing, trade and
storage, creation of an efficient food

economy (maintenance of competition),
food security in critical periods, reasonable
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THE FOOD ECONOMY IN FIGURES

:

Expenditure on food

Expenditure on food, beverages, and
tobacco represents between a quarter

and a third of private final consumption

expenditure in most OECD countries and
about 15 to 20 per cent of GDP. Food

expenditure everywhere is rising less
rapidly than GDP, but the available data
do not include food products consumed
in restaurants, hotels or institutions,

where growth has probably been grea-
est.

Employment

Agricultural employment has of
course fallen in most countries. The

share ofemployment in the manufacture

of food, beverages and tobacco (from
2.5. to 3 per cent in most European

countries and around 2 per cent in the
United States and Canada) is much

smaller than in farming itself but is

declining less rapidly. Including all indus¬

tries in the food chain upstream and

downstream from agriculture, the labour

force is more significant about 15 per

cent of total employed labour in Ger¬

many and about 13 per cent in the

United Kingdom. Many of the jobs are
held by women.

rade

The OECD area includes both major

agricultural exporters and substantial

importers. Most of OECD agricultural

and food trade almost 60 per cent of

OECD imports and over 70 per cent of

exports is between Member countries.

Relatively highly processed products

(including animal feed) account for
slightly over one-third ofall food imports

and exports but the rate of increase in

trade in such products does not differ

much from that of all agricultural pro¬

ducts. Multinational enterprises exert a

growing influence on agricultural trade

a change that is not problem free but

in general, multinational enterprises

tend to opt for freer trade and freer
access to markets.

Composition of the food economy

The value of processing, manufac¬

turing and distribution in most OECD

countries has tended to grow faster than

that of agricultural production so that

the share received by agricultural pro¬

ducers from consumer food expenditure

has declined. Available evidence sug¬

gests that the share of consumers' food

expenditure accounted for by post farm-

gate production has been rising, but that

in many countries the upward trend over

the last decade has been slight (statis¬
tical differences make precise evaluation

of this role almost impossible).

To give one example, in the United

States the post-farm share of the retail

value of expenditures on domestic food

products was 68 per cent in 1978
(67 per cent for the preceding decade)
with 27 per cent (in 1977) going to
retailing charges, 26 per cent for pro¬

cessing, 24 per cent for away-from-

home eating, 15 per cent for wholesal¬
ing, and 8 percent for intercity transpor¬

tation. Processing charges have grown

more slowly than the costs of retailing
and other forms of distribution.

Consumption patterns

The average calorie intake per person
varies only slightly from one OECD
country to another where changes
have taken place, they have been

towards reduced rather than augmented
calorie intake. Calories and nutrients are

increasingly derived from the indirect

consumption of vegetable sources vi,

animal products.

Furthermore, the final stages of con¬

sumption include proportionately more
and more services and less and less

"nutrients". In Germany, for instance,
the share ofaway-from-home consump¬
tion is currently about 20 per cent of

total food expenditure; the share of

value added by the farm is still lower in

away-from-home food expenditure than
in food consumed at home. (In the

United States the shares are thought to
be about 20 to 40 per cent, respec¬
tively.)
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consumer prices, improvement of the posi¬

tion of the consumer and better interna¬

tional co-operation. The various groups

involved in the agro-food chain (consum¬
ers, trade unions, manufacturers, scien¬

tists) are brought into the decision-making

process thrcigh representation on advi¬

sory bodies.

A point of interest is that, in contrast to

some other countries, the German Minister

of Food, Agriculture and Forestry is respon¬

sible for the food industry, the wholesale

and retail food trade, consumer protection

with regard to food, and international

agricultural policy. This approach avoids

many inter-ministerial conflicts but requires

the Minister to balance a wide range of

conflicting interests.

In Italy an agro-food plan drawn up

under the recent "Quadrifoglio" Act is

regarded as an essential strategy for econ¬
omic stabilisation. The act established an

inter-ministerial committee which deals

with all agro-food matters. The specific

objectives of the agro-food plan include

annual growth targets for marketable agri¬

cultural production, reduction of daily per

capita caloric intake, reduction of the agri¬
cultural trade deficit and minimisation of

the influence of food cost increases.

While most other OECD countries do not

have food policies as explicit as those

mentioned above, individual measures

have been taken.

In the United States, for example, there

has been increasing discussion of how to

expand the range of issues and groups
concerned with the food sector in the broad

sense, to include not only agricultural

production but price fixing, welfare, nutri¬

tion and environment, and not just farmers

but consumers, environmentalists, non-

farm rural people, and organised labour, as
well.

In Sweden a National Agricultural Mar¬

keting Board is commissioned by the gov¬

ernment to submit proposals about price

regulation and may also undertake formal

negotiations with groups representing both
farmers and consumers.

What can OECD countries (and others)

learn about their own food policy systems

from these various experiences?

Issues and Problems

One thing is clear: the context of agricul¬
ture and food policy is changing. However,

markets may not always automatically
contribute to the achievement of all food

goals. Thus food will continue to be viewed

as a legitimate area for public interest and

action. Such action should be geared not
only to the domestic requirements of the

industrialised countries, but should recog¬
nize the growing interdependence of the
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The "distance" between producer and consumer has increased with the growth of specialisation in tl
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e food economy.

m

various national food economies, including
those of non-OECD countries, whether

developed or developing.

A global approach to food and agricul¬

ture should make it possible to better

weigh the trade-offs between the various

goals pursued. Now it appears necessary to

analyse and to propose the actions that

governments and the various participants

in the food chain should take in the diverse

areas of the food economy.

Consumption, diet and nutrition

What is consumed, its cost, nutritional

value and quality, are closely linked. More¬

over, trends and policies in this area even¬

tually influence farm production patterns

and agricultural viability. However, there

appear to be some differences in point of

view regarding the desirable degree of
government intervention compared to con¬

sumer sovereignty in influencing food con¬

sumption patterns to achieve nutritional

goals.

Agricultural viability

Emerging food strategies all recognize

the need for a long term viable agricultural

policy. A central concept is the rational use

of resources, particularly of land and

labour. It is recognized that agriculture is

often vulnerable to shocks and pressures

emanating from outside the food economy

and from the inherent instability of agricul¬

tural production itself. This vulnerability

has been one of the reasons for govern¬

ment intervention in its support. But pre¬

cisely because the food policy approach

takes a broader view, the relative position

of agriculture - its problems, potential

solutions and adjustment to these prob¬

lems may become more fully appre¬
ciated.

Processing, distribution and retailing

It would seem desirable to take an

integrated view of the processing, distribu¬

tion and retail sectors. One might aim at a

sector that is balanced, as between

regions, but large enough to be economic

with regard to the implications for employ¬
ment and incomes. However, excessive

levels of concentration can lead to com¬

mercial practices that may conflict with

policies towards monopolies and restrictive

practices. Further, vertical integration and
the size of businesses in the sector relative

to agriculture can lead to the exercise of

control and bargaining power that may

increase the vulnerability of agriculture in

the food economy.

Research and education

It has become clearer to governments

and other participants in the food economy
that there is often a lack of available

information to support decisions. The con¬

sumers' lack of knowledge concerning diet
and nutrition is one area that has caused

some concern. Similarly, improved and

more widespread research throughout the

food economy would improve quality and
standards in all its sectors.

Energy

Improving the energy balance of the food

system and making it less dependent on

fossil energy is a task of general and

immediate interest. The food economy
accounts for between 15 and 20 per cent

of final energy use in OECD countries.

There are, however, wide variations.

Energy prices raise several important policy
issues for the food economy relating to
energy conservation and biomass sources

of energy supply, adjustments between the

various sectors of the food economy,
between regions and countries, and their

effect on international trade.

Economic growth and adjustment

The adjustment of the various sectors of

the food economy to changing economic

pressures is a central issue for food policy.

Adjustment to changes in relative prices,

cost structures and demand patterns has

been made more difficult by slow growth

and high unemployment; yet failure to

adjust means a loss of potential for econ¬

omic growth.

There is clearly a need to develop an

administrative mechanism that can ade¬

quately take account of the wide range of
economic interests involved in the food

economy. However, such a mechanism

must not itself become an institutional

obstacle to progress or excessively costly.

Another fundamental requirement is trans¬

parency a set of administrative mechan¬

isms for the review of food policies that

permits their evaluation in an economy-

wide context. Major affected groups must

automatically be considered before policy

measures are implemented.

A final rationale for a more "integrated"

view of policy linkage is the risk of global

scarcity and the danger of resource waste.

This problem, though sometimes exagger¬

ated, has nevertheless become a perma¬

nent preoccupation of policy makers. Envi¬

ronmental concerns add a further dimen¬

sion to the problem, especially when

weighed against food quality, human

health and pollution. In conclusion, the

evolving nature of the food economy, the

impact of new technologies and the new

order of priorities in a changing economic

environment strongly point to this newer

concept of food policy and set of mechan¬

isms with which to implement it.
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New Groups of Students

in Higher Education

An International Conference on Policies for Higher Education in the

Eighties is to be held at OECD in October, 198 1. Among other issues, it
will be discussing new groups of students and their relevance to
education policies in the future.

Following enormous and often hap¬

hazard expansion in the sixties and

early seventies, systems of higher

education in OECD countries are suddenly

faced with the prospect of stagnation or

slow growth. A concurrence of circum¬

stances including rising rates of graduate

unemployment and under-employment

coupled with a decline in participation of

the 18-24 year-old age group has meant

that this group's demand for higher educa¬

tion is shrinking. This trend can be

expected to continue during the eighties.

Coinciding with this general slowdown in

enrolments of traditional students, OECD

countries have witnessed the participation

of new or "non-traditional" groups, evident

in an ageing of the student population and

an increase in part-time study, non-univer¬

sity study and the participation of

women.

In some cases these new groups of

students have been directly encouraged by

policies aimed at extending schooling, as in
the case of adults and advanced technical

studies. But in many instances new groups

have entered higher education by taking

advantage of existing or broadened struc¬

tures such as provisions for part-time study

and the development of modular patterns

of studies. The new groups have adapted

themselves to the rules and regulations of

the system rather than the system

adapting itself to the needs and tastes of

the new groups.

Factors both outside and inside higher

education may encourage increased parti¬

cipation of at least some new groups of

students. Governments, pressured to

stress the relationship between higher edu¬
cation and broader social and economic

goals, may adopt more interventionist pol¬

icies. A drop in enrolments can mean

budget cuts, closure of institutions and

programmes and the laying off of person¬

nel; to avoid the effects of this internal

factor, higher education systems may be
prepared to make major adaptations to
attract and sustain new groups of students

in the eighties.

The direction that higher education takes

and many of the changes that it will

undergo may to a large extent depend upon
the policies adopted vis-a-vis these stu¬
dents. For this reason it is important that

policy makers have an understanding of the

various new groups and new forms of
attendance.

Who are they? What conditions are

likely to attract and sustain them in higher

education? Do they represent a stable
alternative to the traditional student? What

influences are they likely to have on the

future development of higher education?

Who are They?

The term "new group" is often mis¬

leading and confusing. The essential differ¬

ence between "new groups" and the "tra¬

ditional" group in higher education is that

Sweden 's "25/4 scheme " those over 25 years with at least four years work experience -
of the most interesting innovations and can facilitate adult access to higher education.
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the latter are young (straight out of secon¬

dary school), academically trained (tradi¬

tional sections of secondary school), and

full-time (not employed). Those who do not

fit the profile in one or a number of ways

can be considered new types of students.

Because higher education systems in OECD

countries differ considerably, the type and

relative weight of traditional and new

groups varies from country to country.

Thus, a new group in one country might be

a well-established group in another. On the

other hand, the unique character of one

system may give rise to the significant

participation of a certain group which

would constitute only a small minority in

another. With this in mind, one can identify

four general groups whose participation in

higher education has increased in various

OECD countries during the past 15 years.

They may play an important role in the

developments of the eighties:
adults

young students with traditional secon¬

dary background who are adopting new

patterns of attendance

students with vocational secondary

background

the special case of women

Adults

The group commonly referred to as

adults or mature students comprises per¬

sons older than the traditional 1 8-24 year-

old age group, and can be further divided
into three categories, recyclers, deferrers

and early school leavers.

Recyclers have already had some or a

complete course of study at the higher

education level and are pursuing higher

education courses in order to upgrade their

present qualifications, complete an unfin¬

ished degree, change direction or simply to

enrich their personal and/or cultural life.

Deferrers are those who had the qualifica¬

tions to enter higher education at the end of

their secondary education but put off ter¬

tiary studies for employment, family or

personal reasons. The early school leavers

are those who left secondary school before

completion and are now entering higher

education under relaxed access policies.

Although they are the centre of much

discussion, adults do not represent a large

part of the student population in most

countries. Their participation has reached

significant proportions only in the US and

Sweden, and to a lesser extent in Australia,

Canada and the UK. Until now, innovations

in adult education have primarily centred

around policies of access whereby age

and /or work experience (often broadly

interpreted) are taken into account in addi¬
tion to or in lieu of traditional entrance

requirements. Perhaps one of the most

interesting innovations in adult education is

Sweden's "25/4 scheme", which has been

The proportion of women in higher education has increased considerably, but they continue to show
preference for traditionally feminine branches, the humanities for example.

in effect for the past decade. According to

this plan, quotas in all sectors of higher

education are reserved for persons

25 years or older who have worked for a

minimum of four years. Since its introduc¬

tion, adult participation in higher education

has risen considerably. In faculties of liberal

arts and sciences, enrolments during the

period 69/70 to 75/76 rose from 4.8 %

to 22.5 %. Correspondingly, enrolments of

students entering under 'normal' access

rules dropped from 85.1 % to 63.9 %.

As the proportion of adult students

grows, more complicated issues present
themselves to planners:

Access Should adults be admitted to

highly competitive "mainstream" or

"closed" sectors of higher education, and if

so, what weight should be given to age and

work experience when they are competing
with young secondary leavers with no such

experience?

Curriculum In spite of increasing adult

participation, higher education curricula are

still geared to the initial training of young

people rather than to recurrent education of

adults. Depending upon their educational

and professional background, adults may
need refresher courses in order to smooth

the transition from work to the academic

world.

Financing Increased enrolment of adults
could help maintain levels of public funding

for higher education which are usually

linked to enrolment size. But changes in

admission rules have generally not been

accompanied by corresponding changes in

financing arrangements. To what degree

will public bodies be willing to finance adult
education?

Broader Social Objectives - It is com¬

monly assumed that adult participation in

higher education leads to greater social
equality. Country experiences do not bear
this out. Adults from lower social back¬

grounds participating in higher education
are generally those who have attained a

certain level of education prior to entrance.

In addition, when quotas of young school
leavers are limited by policies which encou¬

rage adult admission it is generally young
people from lower social groups who are
squeezed out.

Traditional Secondary Studies
New Patterns of Atten¬

dance

Young people choosing new patterns of

attendance combining work with study,

or stringing together alternate periods of

full-time work and study constitute an

important new group of students in higher
education. Even in countries where there is

no tradition of part-time study, their num¬

bers have increased in the past few years to

the point that they represent the norm

rather than the exception in some cases.

Recent studies in France and Italy, for

example, show that a significant number

(as many as fifty per cent in some disci¬

plines such as the humanities and social

sciences) are employed and attend classes

on a part-time basis.

Whether this increase in part-time uni¬

versity study reflects student fears of

diploma deflation or more generalised
shifts in attitudes towards the value of

full-time higher education, the phenome¬

non is of interest to planners because it

reflects a variety of individual responses

whether or not supported by governmental
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UNIVERSITY AND NON-UNIVERSITY TYPE HIGHER EDUCATION

TRENDS IN FEMALE PARTICIPATION (%)

Country

University

Type

Non-University

Type
Total

1965 7977 1965 7977 1965 7977

Australia 39.0 55.2 46.4

Austria 23.9 37.4 35.7 63.6 24.3 40.4

Belgium 24.0 34.1 3 44.9 51.1 9 32.7 42.1 »

Canada 31.5 43.6 59.4 58.8 38.4 46.0

Denmark 30.2 36.5s 41.0 60.3 9 34.3 44.2 9

Finland3 49.3 48.8 55.3 57.1 50.9 50.7

France 41.4 42.2 35.1 41.79 40.3 43.89

Germany^ 22.5 36.5 6.5 26.1 18.8 34.4

Greece3 30.4 38.69 28. Ie 34.0 30.1 c 37.69

Ireland 28.1 42.6 34.0 37.6 29.5 40.8

Italy 32.5 46.3 32.9 39.59

Japan 16.1 22.0 72.3 83.7 24.1 33.0

Netherlands 18.0 27.3 33.5 40.3 25.2 33.5

New Zealand 24.1 34.53 76.0 74.7 9 38.0 42.9 9

Norway3 24.6 37.2 54.7 52.1 38.7 43.7

Portugal 40.2 44.8 29.5 28.8 37.5 41.7

Spain 21.1 c 40.2 c 34.1 e 64.1 e 28.1 41.6

Sweden3ce 41.29 70.99 46.89

United Kingdom 25.6 33.79 58.3 55.89 38.3 40. 8 9

United States 45.69 78.09 48.7

(a) Full and part time.

(b) Excluding students at Fachschulen (in 1977 about 173,200 of which 8,800 part-time
students).

(c) Data incomplete.
(d) There were no new entrants into higher education in 1974.

(e) Beginning in 1972 several institutions previously classified as of non-university type were

reclassified as of university type.

(f) Degree credit students only.

(g) 1976.
Source: Figures from Education Statistics in OECD countries, OECD, Paris 1981.

tors for places in higher education, or

should quotas be fixed for students from

each sector?

The Special Case of Women

There is nothing new about the presence

of women in higher education in some

countries such as Finland, France, Sweden

and the US, the participation has been

significant for several decades. However,

special attention should be called to them

as a group for several reasons.
Female enrolment in almost all OECD

countries has measurably increased in the

past fifteen years. In 1 965, for example, of

the countries for which data are available,

six had female enrolments of 30% or less

while only two had 40% or more. In 1 977,
of the same countries, none had female

enrolments of less than 30%, while fifteen

had 40% or more (see table).

In some countries, if it were not for this

increased female participation, general

enrolment growth might have stagnated or

decreased during the seventies.
In those countries where female enrol¬

ment is already high, women are concen¬

trated in certain traditionally feminine dis¬

ciplines such as teacher training and the
humanities.

Thus it appears that although the trend

towards increased female participation is

well established in OECD countries, spe¬

cific policies are necessary if a more even
distribution of women in all sectors and

disciplines is to be achieved.

policy to problems posed by the transi¬
tion from education to work.

Students with Non-traditional

Secondary Backgrounds

Young people who have completed var¬

ious types of technical and vocational

secondary level studies form an important

new group of students in continental Euro¬

pean countries. Whereas in the past, such

courses were "terminal", giving access only

to employment, many now provide access

to higher education. Policy issues involving
these types of students and courses for the

eighties may centre around:

Access and links with secondary educa¬
tion Should vocational secondary

courses give direct access to sectors at the

tertiary level or should school leavers be

encouraged to take up employment for a

while before entering higher education?
This "transfer" or "terminal" dilemma has

important implications for the future rela¬

tionship between higher and secondary
education.

Admission to higher education - Should
students from vocational sectors of secon¬

dary education compete directly with those

coming from academic and technical sec-

Educational Equality

for the Handicapped

N
iew policies are being designed to

meet the needs of special groups

I such as migrants, women, and the
handicapped, in conjunction with existing

policies which promote equality of educa¬

tional opportunity. In 1981, the United
Nations International Year of Disabled Per¬

sons, the OECD's Centre for Educational

Research and Innovation (CERI) has studied

the educational problems of the handicap¬

ped1. The following article focuses on the

integration into the classroom and the

transition to working life.

Integration into

Ordinary Classrooms

Almost all OECD countries have tried

"mainstreaming", i.e. the inclusion of hand

icapped students in normal classrooms.

The proportion of time spent in an

integrated classroom varies from country

to country, but the policy has proven

generally beneficial ; thus most countries

have adopted it in one form or another.

The question of degree of integration,

however, is a complicated one, particularly

7. In the context of the United Nations

International Year of Disabled Persons, CERI

has also contributed a film on the integration of

handicapped students into ordinary schools

and their problems in entering the working

world. The film, consisting of 3 half-hour parts

produced by Italian, French, and Norwegian
national networks, will be aired in these coun¬

tries at the end of September and subsequently
available to other national networks.
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since legislation is rarely specific and leaves

a good deal of room for interpretation.

US Public Law 94142, for example, stipu¬

lates that schools cannot refuse to accept a

handicapped child if education in an ordi¬

nary school is "deemed optimal for the
individual" and that the least restrictive

environment for handicapped children is

the ordinary school. Despite recent ques¬

tioning of the statute and its interpretation,

law 94 1 42 has furthered the integration of

handicapped children in ordinary schools in

many states.

French law is equally open to interpreta¬

tion. It stipulates that priority must be

given to solutions which keep the handi¬

capped person in his "natural environ¬

ment".

Italian law previously ruled that "com¬

pulsory education must take place within

normal classes in public schools unless the

subject suffers from an intellectual deficit

or physical handicap so severe as to

impede or render difficult the learning

process ...". But in a 1975 breakthrough

amendment, the law was changed to

stipulate that all children, regardless of the

severity of a handicap, are entitled to
education in normal schools.

But legislation is rarely so categorical,
and the actual school situation may be one

of various stages of desegregation, short of
full integration.

Some countries approach the problem
cautiously, building special schools on or

near the grounds of ordinary schools.

Anotherform of partial integration provides

special classes for handicapped pupils

within the ordinary school. In both cases,

normal and handicapped students share

eating and recreational facilities. A third

method promotes a greater degree of

integration by providing "adaptation

classes" which supplement the work done

by handicapped children in ordinary
classes.

Depending upon handicapped pupils'

needs, the school may require the assis¬

tance of doctors, psychologists, special

teachers and therapists, at least on a

part-time basis. Curriculum and assess¬

ment techniques must be adapted to res¬

pond to handicapped students' problems.

Existing facilities may need to be altered,

ramps and lifts installed and doorways
widened, to accommodate wheelchairs

and crutches.

Perhaps more important are normative

problems and ingrained habits which stem

from long-standing practices of segrega¬

tion so that organisational machinery is
geared to the provision of separate ser¬

vices. Fear of change and inertia work to

slow the process of integration.

OECD's study has concluded that both

handicapped persons and the society at
large benefit when handicapped and "nor¬

mal" people are educated and employed
together. Integration of handicapped
people into normal schools is seen as the

Integration into normal classrooms helps the handicapped person in his or her professional life.

key to integrating them into normal adult
working life.

Transition from School

to Work

A recent survey in Switzerland showed

that 30 per cent of employers, questioned

as to why they were reluctant to hire the
disabled, listed lack of social skills as the

main barrier to employment. Mastery of

specific professional skills was a secondary
obstacle.

His very presence in a normal school

increases a handicapped person's chances

of acquiring the basic social skills he will

need for successful future employment.
Curriculum provisions and guidance ser¬

vices can play an important part in helping
young people to set realistic goals for
themselves. Transition support services

and work experience arrangements espe¬
cially those in which employment contacts

take place while the person is still within

As CERI interviews clearly revealed,
handicapped people feel ostracised by
society, both in the classroom and in the

working environment. Michel P., a cere¬

bral palsy victim who lives in the Paris

area, best expressed this sense of isola¬

tion, "In the special school where I
studied, I had to choose between two

options, gardening and clerical assis¬
tance, neither of which interested or

challenged me. I "chose" clerical assis¬
tance and am now looking for this kind

ofjob. People in interviews act as if I am

a "normal" person, but ultimately they
either raise false problems about my
handicap, or offer to find me a place in a
"sheltered workshop", where I would be

well protected, out of sight, and
bored".
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the semi-protected world of the school

can provide support for young people at

this particularly vulnerable juncture of their
lives.

In the United Kingdom, for example, the

Manpower Commission's Youth Opportu¬

nities Programme to promote work exper¬
ience for handicapped as well as "normal"

people has proven highly effective in pro¬

viding the handicapped with a much-
needed introduction to working life.

In Italy, work experience introduces
handicapped youth to the workaday world
and allows the employer to judge the

feasibility of employing the handicapped. In
Sweden, the handicapped worker is com¬

pletely integrated into the enterprise.
Under the "sheltered" employment sys¬

tem, his salary is initially partially subsid¬
ised by the government. If his work proves
satisfactory, the company will eventually
put him on the regular payroll.

Compulsory
Schooling - Policy
Areas for

the Next 20 Years

In the past two decades, OECD countries

have invested heavily in their schools

and attempted to effect sweeping struc¬

tural, organisational and curricular reforms.
Nonetheless, those who are concerned

with education realise the need for new

approaches to deal with persistent imper¬

fections and social injustices in the school

systems. Educators must now try to

envisage compulsory schooling and the

reciprocal needs of the school and society

in ten or twenty years time. The following

article outlines five major future problem

areas.

Goals, Results,

and Accountability

Society's expectations of the school's

ability to achieve some social goals have

proven somewhat unrealistic. Nonetheless,

the school system is accountable to the

public, and policy makers must find realistic

ways of reconciling projected goals and

expected results.

Centralisation or decentralisation

This raises the question of decision¬

making power in education. On the one

hand, government administrators must jus¬

tify educational policies to those who fund
the schools - the tax payers. Yet there is a

growing demand for more local decision

making and innovation. This creates a

dilemma, as governments cannot be held

to account for education policies unless

they have the means to implement them

through more centralised control. The

definition of a policy-making process which

engages the responsibility of interested

groups without detriment to the decision

making ability of the government is likely to

be a major challenge of the eighties.

Financing

Declining school enrolments, a direct

consequence of falling birth rates, will

undoubtedly compound the problem of

reallocation of resources when budgets

must be cut or maintained at present levels.

Governments have four options when

faced with dwindling enrolment and econ¬
omic recession:

to maintain resources at present levels

to reduce resources, but not in propor¬

tion to the enrolment drop

to reduce resources in more or less exact

proportion to declining enrolments
to reduce resources in real terms.

In considering these options, public educa¬
tion authorities must deal with administra¬

tors, politicians, and special interest groups

(who often designate where they perceive

failure and where they feel more funds

should be spent on improvement). At the

same time, most OECD countries have

discovered that a cause and effect relation¬

ship does not necessarily exist between

money allocated and results achieved.

With this in mind financing will demand

careful handling particularly in the fol¬

lowing areas.

Disadvantaged children

There are no satisfactory criteria to

define need. The usual approach has been

to adopt economic criteria and to allocate
additional resources to schools in districts

where the income level is well below the

national average.

Many educators, particularly in the US,

argue that the critical factor is really the

'chemistry' of the school how the prin¬

cipal and staff behave, their attitudes
towards the students and their relations

with parents. Consequently, funds that

would normally go to special programmes

for individual children might be better

directed towards programmes designed to

improve the general atmosphere of schools

with an abnormal proportion of disadvan¬

taged students.

Shifting resources among educational
sectors

In many countries, expenditure per stu¬

dent in compulsory school is considerably
lower than in other educational sectors.

Similarly, more resources are devoted to

lower secondary than to primary educa¬
tion. Countries with critical rates of under-

achievement at the compulsory level might
consider redistribution of funds with

greater emphasis on compulsory school¬

ing, in order to ensure that young people
who end their education at this level have

acquired basic knowledge and skills.

Energy management

The effects of falling enrolment are now

compounded by the effects of the energy
crisis. Unless education authorities suc¬

ceed in introducing effective conservation

measures, they may be obliged to make

cuts in some services such as the supply of

textbooks. Closing schools and altering the

school calendar are being considered as

possible solutions.

Maintaining the Morale

and Competence

of the Teaching Force

During the next decade, the morale and

competence of the teaching force will

undoubtedly be affected by falling enrol¬

ments, pressures for change in the curri¬

culum and in the policy-making process.
Teachers will face cutbacks in recruitments

and promotions, yet they will be expected

to diversify their functions, modify their

style, expand their command of subject

matter, and relinquish some of their long-

established autonomy. Consequently, ini¬

tial and in-service teacher training courses

must have sufficient depth, scope, and

flexibility to keep up with changing techni¬

ques.

The increasing importance of relating
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school to working life requires teachers to

broaden their training so as to reduce

tension between general and vocational

education. It may be advantageous to

encourage teacher mobility among various
sectors of education and towards other

areas of employment.

Relating to Adult

Working Life

Many countries feel a compelling need to

prepare the student for working life, and

this has inspired reforms of school organ¬
isation and curricula. Pressure on the

schools to respond to this need will no

doubt intensify, both because of youth

unemployment (which is unlikely to disap¬

pear in the short run) and because ot tne

implications of changing technology. In

order to make sensible career choices,

young people must understand what it

means to live in an age of advanced

technology.

Victims of youth unemployment are

most frequently those who leave school

early without the qualifications to secure or

hold a regular job. The necessity to provide

each young person leaving school with at

least a functional command of reading,

writing, and numeracy skills, and the effort

to instill in them the importance of updating

these skills in adult life either through

full-time or part-time schooling, or by using

distance education programmes will

remain priorities.

The prospect of recurrent education

argues in support of school curricula and

methods which develop the pupil's own

capacity to pursue learning after school and

which relate school-based learning to adult

working life.

Equality of Opportunity

The pursuit of equality of educational

opportunity will be a continuing and inten¬

sifying national concern. In recent years
education has focused on children from

economically disadvantaged families who

are without opportunities or unable to take

advantage of existing ones. New ways and

means will be sought to assist such child¬
ren. Greater efforts will be made to seek

ways to meet the particular needs of
minorities, particularly the handicapped,

those living in isolated rural areas, and

ethnic minorities, especially those with

linguistic problems.

Educational systems will feel inten¬

sifying pressure to eliminate sexual stereo¬

typing from the schools. At what stage

does sexual stereotyping begin? Do most

teachers have preconceptions about what

subjects girls should study, what careers

they should aspire to? How influential is the

school in determining girls' decisions in

such matters? Is it more important than the

home or peer-group environment?

Answers to these questions will shape

developments in the attempt to eliminate

sexual stereotyping in education.

Preschooling, a key factor in equality of

educational opportunity, is likely to expand

in coming years. While few countries show

signs of prolonging compulsory education.

many feel it may be advantageous to lower

the statutory starting age de facto, if n,ot by
law. This is in response both to working
parents' growing demands for child care

and to evidence that children coming from

disadvantaged homes enter primary school
with enhanced prospects of adaptability
and effective learning if they have had an
early start.

Equal opportunity will continue to be a major need. It can help combat sexual stereotypes.
Underprivileged children can be given a better start if more preschool places are made
available.
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New OECD

Publications

Prices charged at the OECD Publications
Office

ACTIVITIES OF OECD IN 1980. Report by the

Secretary-General (May 1981)
Introduction by the Secretary-General des¬
cribes OECD work on supply-side economics.

Report covers the work of all parts of the
Organisation.
(03 81 01 II ISBN 92 64 12206 0

132 pages . . F36.00 £3.60 US$9. 00 DM18.00 Can$10.80

ECONOMIC POLICY

"OECD Economic Surveys". 1981 Series:

Detailed annual surveys of trends and pros¬

pects for each OECD country.

NETHERLANDS (April 1981, 66 pages)
110 81 21 11 ISBN 92 64 12193 5

FINLAND (May 1981, 74 pages)
110 81 31 1) ISBN 92 64 12204 4

YUGOSLAVIA (May 1981, 70 pages)
110 81 4 1 11 ISBN 92 64 12203 6

SPAIN (May 1981, 70 pages)
110 81 24 11 ISBN 92 64 12163 3

Each survey . . F14.00 £1.60 US$3.50 DM7.00 Can$4.20

ISSN 0376 6438 Subscription

122 to 22 surveys)
F240.00 £26.60 US$60.00 DM120.00 Can$72.00

QUARTERLY NATIONAL ACCOUNTS BULLE¬

TIN, 1981/1 (May 1981)
136 00 00 31 92 pages bilingual
ISSN 0304 3738 Subscription

F50.00 £5.60 US$12.50 DM25.00 Can$15.00

FINANCIAL AND FISCAL AFFAIRS

SAFETY OF CONSUMER PRODUCTS. POLICY

AND LEGISLATION IN OECD MEMBER COUN¬

TRIES (June 1981) "Document" Series

Describes institutional and legal basis for pro¬

duct safety measures regulations, product
bans and recalls, etc. in Member countries

and examines their impact on internationally

traded goods.
124 80 01 11 ISBN 92 64 12 130 7

90 pages . . F32.00 £3.20 US$8.00 DM16.00 Can$9.60

REGULATIONS AFFECTING INTERNATIONAL

BANKING OPERATIONS, 1981-1 (June 1981)

Contains a systematic and comprehensive

survey on the regulations concerning Euro¬
market and other international operations of
banks and non-banks in seven countries.

(21 81 01 1) ISBN 92 64 12196 X

152 pages . . F38.00 £3.80 US$9. 50 DM19.00 Can$11.40

BUYING POWER. The Exercise of Market

Power by Dominant Buyers (June 1981)
Examines the problem of power exercised by

large buyers vis-à-vis their smaller suppliers in
terms of its economic effects at the various

stages of distribution and on consumers and
suggests remedies to deal with the most
harmful manifestations of buying power.
(24 81 03 11 ISBN 92 64 12168 4

180 pages . F46.00 £4.60 US$1 1.50 DM23.00 Can$ 13. 80

DEVELOPMENT

COMPENDIUM OF AID PROCEDURES (May
1981) "Document" Series

Describes the practices and procedures used in

the day-to-day administration of official aid

procedures.
(43 81 02 11 ISBN 92 64 12 195 1

88 pages . . F30.00 £3.00 US$7. 50 DM15.00 Can$9.00

NUCLEAR ENERGY

DECONTAMINATION METHODS AS RELATED

TO DECOMMISSIONING OF NUCLEAR FACILI¬

TIES. Report by an NEA Group of Experts -
March 1981 (May 1981) "Document" Series
Decontamination will, most likely, be an activity

of any decommissioning program at the end of
the operating life of nuclear facilities. This
report reviews the current chemical, mechan¬
ical and electromechanical decontamination

processes available to implement a decommis¬

sioning program.
(66 81 07 11 ISBN 92 64 12200 1

54 pages . . F28.00 £2.80 US$7. 00 DM14.00 Can$8.40

MANPOWER

TRAINING POSSIBILITIES FOR ADULTS. Vol.

V. Widening Access for the Disadvantaged
(June 1981) "Document" Series

Defines disadvantaged adults and analyses

their learnings needs. Discusses obstacles to

learning and proposes strategies for removing
them. Includes four country case studies.
(91 81 05 3) ISBN 92 64 02183 3

252 pages, bilingual
F60.00 £6.00 US$15.00 DM30.00 Can$18.00

AGRICULTURE

MILK, MILK PRODUCTS AND EGG BALANCES

IN OECD MEMBER COUNTRIES, 1974-1979

(June 1981) "Document" Series

Number of milk animals. Production, foreign

trade, detailed breakdown of utilisation of milk,

milk products and eggs for each OECD Member
country and each year of the period under
review. In addition, general tables cover the

period 1966-1979.
(51 81 06 31 ISBN 92 64 02 184 1

1 14 pages, bilingual
F50.00 £5.00 US$12.50 DM25.00 Can$ 15.00

MEAT BALANCES IN OECD MEMBER COUN¬

TRIES, 1974-1979 (May 1981) "Document"
Series

Number of animals slaughtered. Production.

Foreign trade. Consumption figures for each
meat category, each OECD Member country
and each year of the period under review. In
addition, general tables cover the period 1 966-
1979.

(51 81 05 3) ISBN 92 64 02181 7

88 pages, bilingual
F38.00 £3.80 US$9.50 DM19.00 Can$11.40

"OECD Agricultural Policy Reports":

THE AGRICULTURAL POLICY OF YUGOS¬

LAVIA (May 1981) "Document" Series
Yugoslavia's state of agriculture, and problems
concerning the harmonious development of the
social and private agricultural sectors, are
examined.

(51 81 04 V ISBN 92 64 12199 4

72 pages .. F28. 00 £2.80 US$7.00 DM14.00 Can$8. 40

INDUSTRY

THE IRON AND STEEL INDUSTRY IN 1979

(May 1981)
The tables in this statistical report cover mainly

production, manpower, prices, investment,

capacity, etc.
(58 81 01 3) ISBN 92 64 02180 9

32 pages, bilingual
F28.00 £2.80 US$7.00 DM14.00 Can$8.40

THE STEEL MARKET IN 1980 AND THE OUT¬

LOOK FOR 1981 (May 1981) "Document"
Series

In 1981 steel production will probably recover
in the USA but is expected to turn down in
Japan and to continue to decline in the EEC.

Total world steel output is unlikely to recover
before 1982 but the decline in employment
should level out this year.
(58 81 02 11 ISBN 92 64 12202 8

36 pages . . F28.00 £2.80 US$7.00 DM14.00 Can$8.40

REGIONAL PROBLEMS AND POLICIES IN

GREECE (June 1981) "Document" Series

The report - prepared following a review
carried out by a group of experts from OECD
Member countries examines the nature and

evolution of Greece's regional problems and
policies.
(70 81 01 11 ISBN 92 64 12208 7

88 pages . . F30.00 £3.00 US$7.50 DM15.00 Can$9.00

TRANSPORT

"Road Research":

GUIDELINES FOR DRIVER INSTRUCTION (June

1981)

Reviews and gives an assessment of pedagog¬
ical principles and methods of driver instruction,

together with the objectives to be pursued.
(77 81 03 1} ISBN 92 64 12198 6

88 pages . . F30.00 £3.00 US$7.50 DM15.00 Can$9.00

SCIENCE AND EDUCATION

"Information, Computer, Communications
Policy" Series:

No. 5 -MICROELECTRONICS, PRODUCTIVITY

AND EMPLOYMENT (June 1981)

Examines the impact of information techno¬

logies on productivity, growth, employment,
changing industrial structures and adjustment
policies.
(93 81 02 11 ISBN 92 64 12162 5

292 pages . F72.00 £7.20 US$18.00 DM36.00 Can$21.60

THE MEASUREMENT OF SCIENTIFIC AND

TECHNICAL ACTIVITIES. Proposed Standard
Practice for Surveys of Research and Experi¬
mental Development - Frascati Manual 1980
(June 1981)

A new improved Manual outlining the basic
methodology for the collection of internation¬
ally comparable indicators of scientific and

technological research and their use for science

policy making and analytical studies.
(92 81 04 II ISBN 92 64 1220 1 X

188 pages . F48.00 £4.80 US$12.00 DM24.00 Can$ 14.40

STATISTICS

QUARTERLY OIL STATISTICS

Third Quarter 1980, No. 4/1980 (April
1981)
(60 80 04 31 304 pages, bilingual

Fourth Quarter 1980, No. 1/1981 (June
1981)
(60 81 01 31 304 pages, bilingual
Each issue . F60.00 £6.70 US$15.00 DM30.00 Can$18. 00

ISSN 0378 6536

Subscription
F200.00 £22.00 US$50.00 DM100.00 Can$60.00

ANNUAL OIL AND GAS STATISTICS, 1978-

1979 (May 1981)

(61 81 04 31 ISBN 92 64 02 182 5

564 pages, bilingual
F130.00 £13.00 US$32.50 DM65.00 Can$39.00

ENERGY BALANCES OF OECD COUNTRIES,
1975/1979 (April 1981)
(61 81 03 3) ISBN 92 64 02178 7

168 pages, bilingual
F60.00 £6.00 US$15.00 DM30.00 Can$18.00
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