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The International Interest

in Intellectual Property
Jacques de Miramon

The OECD countries are aware that

innovation makes a vital contribu¬

tion to economic activity. They also
know that the removal of economic fron¬

tiers, the increasing pace of technological
progress and the rapid dissemination of
ideas are making it ever more important
that national policies should be better co¬
ordinated to protect intellectual property
rights (IPRs).

Wide differences between one country

and another in the degree of protection
afforded are liable to lead to distortions in

trade, in goods and licences, and in invest¬
ment flows. The vast scale of counterfeit¬

ing and piracy-and the corresponding
losses suffered by the legal owners of the
rights involved-have focused attention on
the lack of sufficient international disci¬

plines to cope with these problems.1
Innovations are currently protected

under national laws and regulations,

which can differ enormously. The interna¬
tional conventions now in force contain

some substantial omissions, and attempts
at revision of the standards they set out,

their application and the settlement of dis¬
putes have proved difficult.

Can individuals or companies
be given exclusive rights to
the use of their innovations

and yet these innovations
still benefit the community at

large? The divergence of
opinions on this question has

created obstacles to the

extension and co-ordination

of national provisions for
protecting intellectual

property rights.

The OECD countries have therefore

embarked upon negotiations with all of
their trading partners, within the frame¬
work of the Uruguay Round of the General
Agreement of Tariffs and Trade (GATT), to
secure the adoption of more specific and
stricter multilateral standards and disci-

Jacques de Miramon is Head of the Division of General
Trade Policy and Related Issues of the OECD Trade
Directorate.

plines on the acquisition and application
of IPRs,2 which the GATT contracting par¬
ties would subsequently align with their
national regulations. These negotiations
have been going on now for three years.

But not all the participants share the

sense of urgency or all of the reforming
aims of the OECD countries. Some govern¬
ments consider it against their interests to
model their IPR protection on that of

highly developed, industrialised nations,
preferring to retain a broad measure of
autonomy in setting their own national
regulations.

This controversy harks back to a debate
that began several centuries ago, when
the first sole rights over technological
innovations were created by govern¬
ments. The debate turned on whether it

was in the public interest that society
(through the agency of government)
should assign sole-though temporary-
rights to inventors. The theoretical
answers to this question have differed
ever since, and are still not unanimous.

From a practical standpoint, the progress¬

ive tightening by the industrialised coun¬
tries of their national regulations would
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seem to suggest that their answer is in the
affirmative.

Some theorists consider that there is a

fundamental contradiction between the

personal interests of the innovators (i.e.,
securing a profit) and those of the com¬

munity, particularly if a country has to look
to imports for its development. What
these theorists propose in practice is that
rights to inventions and creations should
be made available for use in the industrial

policy chosen by the government.
A number of countries have adopted

this approach. For the most part they are
large (like India or Brazil), in favour of a
degree of government intervention, and
they tend to give priority to national devel¬
opment rather than the integration of their
country within a worldwide system of
interdependence.

What the governments of these coun¬
tries fear is that investors or owners of

foreign IPRs will use their sole rights to
the detriment of domestic industries. They
therefore endeavour to counter this mis¬

giving in a variety of ways: by refusing to
grant protection for certain sectors, by
limiting the duration of such protection, by
reserving the prerogative of intervening in
individual cases and on the grounds of
what they deem to be the national interest
in the transfer and use of such rights, by
endeavouring to reduce the cost of acquir¬
ing foreign technologies and by encourag¬
ing foreign suppliers to manufacture
locally.

Generally speaking, such countries are
anxious to retain a substantial degree of
autonomy and flexibility in their national
IPR regulations and are therefore not in
favour of any extension or tightening up
of international rules. But they are far out¬
numbered by others which, though they
ostensibly have laws or regulations on in¬
tellectual property rights, pay little atten¬
tion to ensuring their enforcement by the
authorities or the courts. These are among
the less industrialised countries, whose
nationals at the moment have few inven¬

tions or creations to protect.

In short, there is no general support
within the GATT for imposing stricter inter¬
national IPR obligations in the way that
most OECD countries would like. A

number of contracting parties are frankly
hostile and many more completely indiffer

ent to the idea. But a shift of opinion is
beginning to emerge among countries
more actively engaged in international
trade, particularly those in South-East
Asia.

Arguments
for IPRs

What is called for, therefore, is a cam¬

paign of clarification and persuasion by
the more advanced countries to convince

all the contracting parties that a reform of
the international agreements on IPR pro¬
tection is necessary. This is no easy task.
For one thing, the motivation of those
countries hostile to the reform differs

widely. They are influenced by the way
they see their national interest and their

development objectives, or the way exist¬
ing regulations are applied. On the other
hand, western economists are only now
beginning to take account of intellectual
property in their analyses. In addition, it is

More effective protection of rights would limit
the piracy of audio-visual products.

m

extremely difficult to isolate the effects of
IPR protection from the many other fac¬
tors that influence economic growth. The
little research that has already been done
in this area will have to be taken much

further.

In spite of these constraints the OECD

Secretariat, largely on the basis of empir¬
ical research, has tried to assemble a set

of arguments illustrating how adequate
protection of IPRs encourages the process
of economic, technological and cultural
development, and why inadequate protec¬
tion tends, by and large, to have negative
effects in each of these respects.3

The exclusive rights that governments
give innovators have sometimes been

criticised as being akin to a monopoly. But
this monopoly is far from complete and in
any case is limited in duration.4 The ex¬
perience of countries which have in¬

troduced effective IPR protection has
proved that, whatever the economic dis¬

advantages such exclusivity may cause,
they are offset by the benefits generated,
particularly over the long term. Adequate
protection is a way to:

encourage and safeguard intellectual

and artistic creation, since the prospect
of temporary exclusivity induces individu¬
als (or firms) to undertake creative work

disseminate new ideas and tech¬

nologies quickly and widely; the protect¬
ion afforded innovators encourages them
to publish their ideas or licence their

patents, and the descriptions of the patents
that have been granted can be consulted
by any interested party

1 . See Ebba Dohlman, 'International Piracy and Intel¬
lectual Property', The OECD Observer, No. 154,
October/November 1988.

2. The term 'intellectual property rights' is used here
in its broadest sense, covering all the categories of
rights granted at present, the main ones being patents,
trademarks and copyright.

3. Economic Arguments for Protecting Intellec¬
tual Property Rights Effectively, OECD, Paris, 1989;
this study can be obtained from the OECD Trade Di¬
rectorate free of charge.

4. In practice, the innovator does not obtain all the
profits from his innovation. In a market system, and
depending on the method decided on for exploiting
the innovation, these profits will be divided into three
parts of varying proportions: a surplus for the consumer
(in the form of an improved and possibly cheaper
product), a larger return for the manufacturer (the inno¬
vation will enable him to improve his manufacturing
operation and sell more than his competitors), and
royalties for the innovator (where he has decided to
licence his innovation rather than exploit it himself).
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promote investment by offering a
guarantee against unauthorised copying
to those who accept the risk of advancing
from the prototype stage to mass manu¬
facture

provide consumers with the fruits of
these innovations by large-scale produc¬
tion and distribution of higher-perform¬

ance goods; this stimulates competition
and thus economic progress.

Stimulating
Innovation

In some sectors R&D has become ex¬

tremely costly (in pharmaceutical pro¬
ducts, for example, where, in addition, the
complexity and duration of tests of the
safety a product reduce the amount of
time available for exploiting patents).
Firms carrying out high-tech research
have to take substantial financial risks,

which they would not do if they could not
expect profits when research proves suc¬
cessful. Such profits can accrue only if
firms enjoy exclusive rights to an invention
or innovation for a specific period of time
(deriving from a patent, a copyright or the
use of a trademark, for example).

This compromise between public and
private interests has been the subject of
debate, more often ideological than
economic, which has brought into play
such concepts as equity, competition, ex¬
ploitation of the weak, economic effi¬
ciency and the national interest; and con¬
clusions tend to differ according to which
of these arguments one favours. Two
facts, nonetheless, are inescapable: first,
without suitable incentives innovators will

not take risks and innovation will dwindle,

to the detriment of the community as a
whole; second, alternative methods of re¬

compensing innovators (for example,
awarding honours or payment of a fixed
sum) have not produced tangible results
in the one or two countries where they
have been tried.

Disseminating
Ideas

The swift and broad-ranging dissemina¬
tion of information about innovations is

one of the beneficial, and largely unrecog¬

nised, effects of granting patents. The in-

Inadequate protection of intellectual property means inadequate investment in advanced
technologies.

ventor will not be granted exclusive use of
his invention unless he files a comprehen¬

sive specification, usually in the language
of the country where he files the applica¬
tion, which will then be published by the
patent office. Any firm or individual who
wants to consult the specifications will be
able to keep abreast of the latest tech¬
nological progress, research trends, the
avenues being explored by competing
firms, and so on. In this way anyone can
gain access, at very little cost, to a pool
of information and thus avoid spending
time, effort and money on duplicating
what has already been done elsewhere.
The spread of such information is helped
by the fact that a patent is frequently
taken out simultaneously in a number of
countries.

Access to such information serves as

an important stimulus to technological
progress since an innovation that meets a
demand will quickly prompt research along
similar lines by other researchers or rival
firms which, if successful, will result in

adaptations or improvements of the tech¬
nology or product that has been patented.
This research, while not infringing the
patent, will use the information it provides
as a spur to further creative endeavour.

Studies have shown that the process of
emulation and imitation follows very

quickly: information about a striking inno¬
vation usually becomes widespread within
less than 18 months after the patent is

granted. Competitors have the choice of
either developing technologies that do not
infringe the patent or, if unwilling or unable
to devote time and resources to this, pur¬

chasing a licence. The trade in IPRs is be¬
coming substantial both nationally and in¬
ternationally. Would there be quite so
many transfers of exclusive rights if the
sellers were unable to guarantee their in¬
violability because of the protection
afforded by the patent?

In short, while the patent system means
that competitors, during the lifetime of a
patent, have to pay a price to use an inno¬
vation, in no way does it prevent emula
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tion by those who prefer to see what they
can do themselves. Indeed, it intensifies

competition and certainly has effects on
the pace of technological progress that
are far more beneficial than a system

based on secrecy, like that which existed
in the days of the guilds, or at times when
it was forbidden to export machinery (for
textiles or other goods) more efficient than
that used by competitors. To encourage
innovators to resort to methods which re¬

strict the spread of information would, in¬
deed, be an economically retrograde step.

The Transfer

of Technology
Some governments continue to hold the

view that they should intervene to ensure
the transfer of technologies that meet na¬
tional requirements and are compatible
with the acquisitor's ability to pay. There
are two reasons: first, they consider that
such intervention will speed up the trans¬
fer of foreign technologies and thereby
circumvent certain stages on the road to
industrialisation; and second, they tend to
consider that local entrepreneurs cannot
be relied on to make wise decisions on

which foreign technologies to acquire, or
how much they are worth paying for.

These beliefs lead to a whole series of

regulations and government interventions
whereby the authorities take it upon them¬
selves to decide which foreign tech¬
nologies should be acquired first and
adapted for local use. The authorities then
try to help local businesses to employ
these foreign technologies by making it
easier and cheaper for firms to acquire
them than would be the case in the seller's

country of origin.
There is a fairly common but mistaken

belief that these aims can be achieved

through lax national IPR protection-
shorter validity periods for patents, pro¬
tection of processes rather than products,
no protection for certain categories of
goods deemed to be 'socially essential'
(pharmaceuticals, food products), com¬
pulsory licensing of technologies and ex¬
pertise as part of inward-investment pro¬
jects, and government transfer of rights to
work patents to local entrepreneurs if the
owners do not exploit them locally within
a relatively short time.

An intellectual and his property:
Professor Ernô Rubik

with a successor to his famous cube.

m
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All this gives the owner of a right far less
protection than he would get in the OECD
countries. It is thus of little or no interest

to him to register his rights outside the
OECD area or to sell under a licence. And

being wary of the potential risk of transfers
without his consent, he will be unwilling to
export state-of-the-art technologies. As a

consequence, technology transfers will
suffer both in quantity and quality.

If it is common knowledge that IPRs are
not adequately protected in certain coun¬

tries, foreign firms will tend to avoid grant¬
ing licences or investing there; they will in¬
stead concentrate their operations in

places where the risks are considered to
be acceptable. The countries affected

may thus deprive themselves of the most
natural channel for acquiring technologies
and expertise.

In the end, these countries will have no
other choice but to subsidise domestic

R&D programmes, provided they have
sufficient human and financial resources

to do so. But this will not necessarily be

the most rational solution, since part of
their national resources will be wasted on

duplicating products and processes

which already exist elsewhere and which
would be cheaper to buy. The cost of this
domestic R&D will increase the price of

local products, and consumers will suffer.

National

Creativity
Such policies, furthermore, are likely

also to discourage national creativity,
since indigenous inventors and creators
will face the same lack of protection as
their foreign counterparts. This will en¬
courage a brain drain as innovators pur¬
sue their research and lodge their patents
in a country which offers stricter protect¬
ion. Because of the lack of domestic inno¬

vation, the technological deficit with the
more advanced countries will persist, and
obsolete domestic products will be difficult
to export.

Moreover, since inadequate protection
is an open invitation to counterfeiting and
piracy, all local innovation and creative
work will be threatened by fraudulent
practices; no one will want to take the in¬

vestment risk involved in marketing inno

vations, obtaining copyright or registering
trademarks. Creative work of a cultural

character, such as books, music, films

and audio-visual material, will never see

the light of day. In other words, the com¬
parative advantages which some coun¬

tries would enjoy with increasing inter-
nationalisation of economic activities will

not be properly exploited.

What Effects

on Competition?

Another argument frequently advanced
for refusing to award patents to certain

classes of product (particularly phar¬
maceuticals) is that foreign-based multi¬
nationals must be prevented from indulging
in restrictive business practices (restric¬

tions on sale of their goods, exorbitant
prices, and so on).

In truth, it is entirely possible, and prefer¬
able, to combat anticompetitive behaviour

and abuse of dominant positions by
means of appropriate laws and regulations.
To try to do so indirectly by manipulating
IPRs is to use the wrong approach. It
would simply keep foreign suppliers out¬
side the domestic market, with no guaran¬
tee of any intensification of competition
between national producers or a wider
choice and better products for consumers.

Protection allows individuals or small

firms to exploit their innovations them¬

selves rather than see them appropriated
by larger and more powerful bodies. An
IPR protection system therefore fosters
competition-at least where rights can be
freely obtained and can be defended.

Where counterfeiting and piracy are en¬
demic, because the authorities turn a

blind eye, the genuine products will be
driven out of the market. Consumers may
well benefit from lower-priced goods but
they will be misled as to their authenticity,
quality, safety and after-sales service.
They will be deprived of the benefits of the

fair competition to which they are entitled.

At a time of constantly growing
worldwide economic integration and when
obstacles to the free movement of goods,
capital and information are being progress¬
ively removed, it would be illogical for in

tellectual property to remain untouched. It
has to have a reasonable degree of protect-
ion-that is, sufficient to ensure that inno¬
vations continue to make a vital contribu¬

tion to economic development, but not so
strict that it becomes a source of ineffi¬

ciency and covert protectionism.
The best method of achieving an opti¬

mum degree of protection standards and
disciplines is to negotiate on a multilateral
basis to achieve as broad a consensus as

possible. Unless progress in this area is
rapid, those countries or groups of coun¬
tries that are most actively concerned will
be forced by pressure of circumstances to

establish unilaterally the rules that they
consider essential and that their business

communities are urging them to adopt,
particularly where technological advances
are running ahead of appropriate changes
in the law (software, biotechnology and
semiconductors, for example). There is a
real danger of a growing divergence be¬
tween IPR systems.

Countries whose policy is to remain
aloof from the revision of international

agreements on IPR protection are thus

making a mistake. Far from promoting
faster and cheaper development, their at¬
titude will result in lack of support on the
part of exporters, licensers and potential
foreign investors, and of their own invent¬
ors and investors.

So the current GATT negotiations on in¬
tellectual property rights do not concern
only a few western industrialised coun¬

tries: it is in the interest of every country to
take part, because it is within a multilateral
framework of this kind that a balance can

be struck between legitimate national in¬
terests and the international co-operation
necessary to prevent friction and disrupt¬
ion of international trade.
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A Framework for Trade

in Telecommunications

Services

Dimitri Ypsilanti

Can efforts to liberalise trade in services be applied to telecommunications? And do the
particular characteristics of telecommunications-not least, questions of monopoly and

market access-call for a detailed framework to promote free and fair competition between
public network operators and private service providers?

The industrialised countries are

becoming increasingly dependent
on telecommunication networks,

not only for telephony but also for inter¬
connecting data-processing systems, the
exchange of information and numerous
other tasks in manufacturing and service
industries, particularly banking and
finance. These networks are, in effect, the

distribution systems of the future.

Furthermore, the growing importance of
these services has led to calls for tele¬

communications to be included in an

international agreement on trade in
services to bolster the general move
towards liberalisation and freer markets.

Dimitri Ypsilanti is an economist in the Information,

Computer and Communications Policy Division of the
OECD Directorate for Science, Technology and Indus¬
try.

At present, nonetheless, competition

remains the exception, not the rule, in
national telecommunications markets. Yet

technological developments have simulta¬
neously rendered existing market struc¬
tures obsolescent.

As early as 1986, Contracting Parties to
the General Agreement on Tariffs and
Trade (GATT) agreed to begin negotia¬
tions on trade in services in the context of
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the Uruguay Round multilateral trade
negotiations; and even before that the
Trade Committee of the OECD had begun
developing concepts intended to be used
for the establishment of a framework for

international trade in services.1 What are

the implications for telecommunications?

In many countries, the telecommunica¬

tions infrastructure is controlled by a
state-sanctioned monopoly; no competi¬
tion is permitted in the provision of the
basic networks and many of the services
they carry, although some national regula¬
tions have been modified to allow limited

competition.

In those few countries where competi¬
tion in national markets has been allowed

for several years-the United States, the
United Kingdom and Japan-bilateral
agreements have also taken place to
liberalise international telecommunica¬

tions trade. A binding multilateral frame¬
work would allow service providers to
have access to foreign markets, giving
users a choice of suppliers. It would
require many countries to revise their
regulatory regimes to bring them into line
with new provisions.

Furthermore, after the conclusion of a

trade agreement, countries would still

have to maintain national regulatory
regimes to ensure fair and non-discrimi¬

natory conditions of access and arrange¬
ments for interconnection-and so a

review procedure would be required to
ensure that regulations are adapted to
changing technological and market condi¬
tions.

Restrictive

Regulation
The regulatory frameworks of many

OECD countries are based on Recom¬

mendations of the International Telegraph
and Telephone Consultative Committee
(CCITT) of the International Telecommuni¬

cations Union, which were designed for a
monopoly environment. They are aimed
essentially at restricting competition and
have been important in influencing both
international and national regulatory
structures. And although these Recom¬
mendations are not binding, most coun¬
tries have adopted them in one form or
another in their domestic structures and

international dealings. These are some of
the key Recommendations:

tarification: 'the rates adopted should
be such as to avoid harmful competition
among different types of services'

private leased circuits 'may be used
only to exchange communications relating
to the business of the customer'

leased line interconnection: 'access to

the public network may be allowed at one
or the other terminals of the circuit, but

not simultaneously at both terminals, and
is strictly limited to subscribers of the

national public network in the country
where the circuit terminates'

leased circuit facilities are to be made

available to 'those organizations formed
to meet the specialized international com¬

munication needs of their members only if
such members have common interests

and exercise the same activities in areas

other than telecommunications'.

Which

Services?

A central issue in telecommunications

is the distinction made between so-called

'basic' services (such as telephony and
telex) and 'enhanced' or 'value-added'
services (box). But it is a division made

A SELECTION OF VALUE-

ADDED NETWORK SERVICES

Electronic Mail and Voice Mail

Electronic Funds Transfer

Protocol Conversion

Managed Data Network Services
Information and Data-base Services

Data Processing Services
Videotex Services

Store and Retrieve Message Systems
Telemetering and Telecontrol Services
Bulletin Board Services

essentially for regulatory purposes, and is
often arbitrary and artificial: not only do
the definitions vary from country to
country but they are soon overtaken by
technological developments and new
applications.

This conceptual quicksand led the
OECD Committee on Information, Com¬

puter and Communications Policy to pro

duce its own definition of 'telecommuni¬

cation network-based services' (TNS),
which covers the full range of applica¬
tions.2 The aim was to create a concept
that would serve as a common analytical
framework for international comparison
and policy discussion and dispel the
notion that there are two unchanging
categories of service, one that is 'value-
added' and another that is not. The TNS

concept is useful, moreover, in ensuring
that trade negotiations do not get bogged
down in fruitless debates about defini¬

tions.

Deciding which telecommunication ser¬
vices ought to be subject to competition
is best governed by a process of reserving
services (a 'negative list' approach); all
services not on the reserved list would be

exposed to competition. Many countries
would probably, at minimum, reserve
those telecommunication services often

described as 'basic', in particular voice
telephony, and the telecommunication
infrastructure (mainly for strategic and
security reasons). Nonetheless, the exclu¬
sion of these services and the infrastruct¬

ure from liberalisation should not restrict

customers' access to and use of them.

Conditions

for Competition
Analysis3 shows that the application of

general principles which have been under
discussion in the Trade Committee can,

to a large extent, be applied to tele¬
communication network-based services.

Some of these general concepts include:

Market Access

This is the central goal for trade in ser¬
vices. For telecommunications it must in¬

clude access to networks, not least a

number of telecommunication options
such as:

interconnection of private to public
networks

making available leased circuits on
demand

allowing shared use of leased circuits
allowing the interconnection of leased

circuits to the public switched network
allowing the resale of leased circuits.
Ensuring fair and equitable access to

networks is not easy. Some regional regu-
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The customer should be able to choose in telecommunications services.

latory concepts are being developed,
such as Open Network Architecture in the
United States, and the Open Network Pro¬
vision of the European Commission. But it

may be necessary to develop an interna¬
tional framework for open network condi¬

tions as an annex to a general agreement
on trade in services. Such a framework

would spell out the conditions of access

to and use of public telecommunication
networks.

Technical Barriers to Trade

Standards, and the procedures used in

formulating, setting and agreeing them,
are one of the more powerful instruments

in information, computer and communica¬

tion services to promote international

trade-if they are transparent, non¬

discriminatory and universal. But without
these qualifications, they may become
one of the more effective barriers to trade.

Important work has already taken place at

the International Standards Organization
in developing the Open Systems Intercon

nection model, and at the CCITT of the
International Telecommunication Union in

developing international standards; it
should continue.

Tariffs

The issues surrounding the rates charged
for national and international telecom¬

munication services are highly complex,
since tariffs vary enormously from country

to country. But they are important for
trade in TNS since they affect access to

networks. There is growing recognition
that tariffs should reflect costs more accu¬

rately.

National Treatment

The principle that foreign service pro¬
viders be allowed to compete on an equal

footing with national providers is obviously
important, but is not sufficient in itself to
ensure the further opening of markets-
unless accompanied by measures to

guarantee effective access and progress¬
ive liberalisation.

S Non-discrimination

The extension of negotiated benefits to all
parties of a service agreement may be dif¬
ficult in telecommunications because of

the wide disparities in market access that

may exist (which may mean that one coun¬

try might attach conditions to any con¬
cessions it makes to another) and be¬
cause of a number of bilateral interna¬

tional agreements on value-added net¬
work services. In some cases, non-dis¬

crimination will apply de facto since
cross-border access will be difficult to

prevent.

Transparency

One of the prerequisites for fair and equal
treatment in telecommunications is the

publication of clear and precise regu¬
lations in each country, covering, among
other things, tariff ication, standards and
equipment certification procedures. A
second prerequisite is that the operational
activities of telecommunication adminis¬

trations and their regulatory activities
should be separate.

National Regulations

As they stand, national regulations impose
many constraints on competition among
service providers. One of the fundamental

objectives of trade negotiations should be
to reduce these restrictions and, through
successive rounds of negotiations, work
towards fully liberalised markets.

Service Monopolies

Telecommunications monopolies are pre¬
sent in one form or another and in varying
degrees in almost all countries. 'Basic' or

'reserved' services, such as telephony,
should be clearly defined and steps taken

to ensure that the scope of such services
is not expanded in future. Since the

monopoly carrier usually operates the
local exchange and thus controls access
to the national customer base and to inter¬

national networks, it must be required to
fulfil certain obligations, such as providing

1. Elements of a Conceptual Framework for
Trade in Services, OECD, 1987, available free of

charge from the OECD Trade Directorate.

2. Telecommunication Network-Based Services,
OECD Publications, Paris, 1989.

3. Trade in Information, Computer and Communi¬
cations Services, OECD Publications, Paris, 1990.
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Optical fibre cable: the vehicle for an enormous expansion of telecommunications services.

service on a non-discriminatory basis.

Moreover, revenues from monopoly ser¬
vices must not be used to subsidise other

telecommunication services offered in a

competitive environment.

Trade Distortion and Unfair Practices

The subsidies that monopolies, complying
with national regulations, may make avail¬
able on hardware and software, research

and development contracts, support for
new services, and so on, can distort trade

by giving some suppliers an undeserved
advantage over others. Charging prac¬
tices might also have to be examined.

Developing Country Concerns

Since developing countries generally have
a weaker telecommunications infra¬

structure than more advanced

economies, they may be less able to
liberalise their markets fully in the im¬
mediate future. In recognition of their diffi¬
culties, they ought to be given more time
to liberalise gradually, working towards a
common GATT goal but over a longer
period. Yet these countries should realise
that the economic benefits which can

arise from liberalisation and competition
can lower the cost of telecommunication

services for their industries and can be

harnessed to assist in the expansion of
basic telecommunication infrastructures.

Any general agreement on trade in ser

vices may have to be complemented by
an annex dealing specifically with tele¬
communications services and containing
detailed provisions on the prerequisites

for unrestricted and fair competition in
TNS. In particular, it could lay down a
framework for access to and use of re¬

served services and infrastructures. The

purpose would be to promote open TNS
markets, create fair and competitive mar¬

ket conditions, ensure transparency of
network protocols and technology, and
protect suppliers of competitive facilities

and services from unfair practices and
discrimination by public telecommunica¬
tion operators (PTOs).

It is generally agreed that PTOs should
be able to provide value-added services in
addition to their reserved services. Yet

they must also guarantee private suppliers
the same access to their basic services

and infrastructure as they allow them¬
selves where they compete with the pri¬
vate sector.

A set of supply conditions could govern
the terms under which PTOs make facili¬

ties available to private providers of ser¬

vices. It might be necessary, for instance,
to oblige PTOs to provide mandatory
interconnection for those who request it.
Similarly, service providers must have the
right to choose their preferred mode of

delivery from among the existing facilities
of the PTO (such as the switched tele¬
phone network, leased lines and satellite

transmission). The PTO should not use

discriminating tariffication or other means

to try to persuade customers to use one
mode rather than another.

Other supply conditions would be
aimed at ensuring the interconnection of
private suppliers to PTO infrastructures on
similar terms and conditions, with no dis¬

crimination amongst customers on the
basis either of their nationality or of the
type of service they provide. Private
suppliers should be able to obtain national

and international leased lines of varying
qualities and capacities within a reason¬

able period and at charges that reflect
costs.

In short, no restrictions should be

placed on the provision of TNS other than
for the agreed reserved services, nor on

the use of leased lines, except that they
should not be used to provide reserved
services.

Although it is important that obligations
are imposed on PTOs, they may have to be
placed also on private service providers-
for instance, to ensure no harm to the net¬

work and to personnel, and to guarantee
the protection of privacy.

In the longer term, a framework of this
kind, which lays down open network con¬
ditions for telecommunications services,

would guarantee a relatively undistorted
market for private TNS providers who are

competing against public monopolies. But
whatever form it takes, it must allow for

the prodigious speed of technological
change which, inevitably, will run ahead of
the regulators.
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New Trends
Countertrade

Margitta Wûlker-Mirbach

M ^^^ ountertrade' as traditionally
^^^ understood, is the exchange
^B I of goods for goods-a kind of

international barter. It has long been a fea¬

ture in world trade and is mainly used in
order to finance imports and promote
exports.1 But there are grounds for ob¬
jection, among them that:

compensation deals accentuate bi¬
lateralism and thus run counter to the

spirit of the open and multilateral system
of international trade, as embodied in the

General Agreement on Tariffs and Trade.

For many years countertrade
was limited largely

to East-West exchange.
But it has spread,

taking on new and more
complex forms.

countertrade practices tend to hinder

structural adjustment in the countries
which resort to them-and structural

adjustment is frequently stipulated by the
IMF as a condition for further lending.

Countertrade practices were long asso¬
ciated primarily with East-West trade.
They spread to North-South and South-
South trade only in the early 1980s. Coun¬
tertrade increased until the mid-1980s,

especially since the oil-producing nations
insisted on using oil in countertrade when
buying other goods from consuming
nations. (For 1983, the OECD estimated
countertrade at a maximum of approxima¬
tely 4.8% of world trade.2) That increase
seems to have been followed by relative
calm. Nevertheless, some of the character¬

istics of countertrade have since changed,

especially to the extent that countertrade
seems to have become an important ele¬

ment of industrialisation policy. Several
interesting tendencies can be observed.

The New Phenomenon

of 'Offsets'

Although the more traditional form of
'commercial compensation' (goods

against goods) still occurs on a much
larger scale, 'industrial compensation'
(goods against investment) has grown in
importance. Industrial compensation

takes the form either of 'buy-backs' (re¬
payment in products derived from the ori¬
ginal sale, frequently in connection with

Margitta Wulker-Mirbach is a specialist in counter¬
trade in the OECD Trade Directorate.

1 . For the advantages and disadvantages of counter¬
trade, see Jacques de Miramon, 'Countertrade: A
Modernized Barter System', The OECD Observer,
No. 114, January 1982: and for the interest of develop¬
ing countries in countertrade, see Jacques de Mira¬
mon, 'Countertrade: An Illusory Solution', The OECD
Observer, No. 134. May 1985.

2. Countertrade: Developing Country Practices,
OECD Publications, Paris, 1985.

the sale of an industrial or mining plant) or
of 'offsets'.

Buy-backs have been known for longer
in countertrade deals. They involve

longer-term agreements which may have
the advantage over one-off deals of ensur¬
ing that market links are continued. One
well-known buy-back deal was the deli¬
very of gas pipelines by the German com¬
pany Mannesmann to the Soviet Union in
the 1970s for gas from Siberia.

The second form of industrial compen¬

sation, the 'offset', can be broadly defined
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A countertrade classic: gas pipelines delivered to the Soviet Union in exchange for Siberian gas.

as arrangements under which foreign sup¬
pliers implement specific actions aimed at

partially or fully compensating (off-setting)
the buyer's procurement costs by making
investments in the client country in plant,
component or related industries, by co-
producing, by giving commissions to sub¬
contractors, and so on.

Offsets attracted widespread attention
in the press and in public debate only two
years ago, mainly because of the sup¬
posed delays in the implementation of

offset commitments of Boeing under a
contract to supply its AWACS airborne
radar system to the UK Ministry of
Defence. Boeing had promised to buy Bri¬
tish goods worth 1 30% of the value of the
AWACS sale-which in turn, according to
the joint announcement made by the
Ministry and Boeing, meant jobs in Britain.

Traditionally, offsets were applied only
to government purchases of aeronautical
and military equipment, especially in trade
among developed countries. More recent¬

ly, offsets appear to have been increa¬
singly applied in trade, especially with
developing countries, and now include
civil projects. Early in 1989, for instance,

an offset arrangement was made between
Tunisia and automobile manufacturers in

several developed countries. The manu¬

facturers, including Peugeot and

Volkswagen, agreed to purchase Tunis¬
ian-made electronic and mechanical com¬

ponents covering half the cost of the
imported vehicles.

As part of a £1 billion economic offset

programme linked to UK defence sales to
Saudi Arabia, British Aerospace pro¬
posed, as a joint venture, an aluminium
smelter that could export supplies to Bri¬

tain. And to sell helicopters to South
Korea, with a value of $250m, Bell Heli¬

copters had to confer sub-contracts of
$125m on the Korean companies Sam¬
sung and Daewoo since Korea requires a
50% offset in arms sales.

As these examples show, industrial
compensation (buy-backs and offsets),
unlike commercial compensation (goods
against goods), entails long- rather than
short-term arrangements, frequently with
a high value per transaction. They are thus
not an ad hoc phenomenon. Developing
countries consider offsets, as well as buy-
backs, as a vehicle for more rapid indus¬
trialisation.

The drive for modernisation, indeed,

explains the current focus of Eastern

European countries on joint ventures. In
1989, for example, two consortia of

French companies were formed, both
backed by Crédit Lyonnais, one to pro¬
mote countertrade (apparently mainly in

the form of commercial compensation),
the other to promote joint ventures with
the Soviet Union. Joint ventures fre¬

quently contain a buy-back element.

Development
of South-South Trade

South-south countertrade has grown
considerably over the last years. Bilateral
payments and clearing arrangements
have been concluded-between countries

of the South and Comecon members, as

well-and countertrade agreements have
been negotiated.3 Brazil and Iraq, for
example, signed a countertrade protocol
in December 1987 that called for $1.2bn

of Brazilian exports a year, to be paid half
in oil and half in hard currency. Under the
December protocol, Brazilian companies
were to ship $600m of manufactures a
year to Baghdad and Volkswagen to ship
a further $600m of parts and cars every
year from its Sâo Paulo factories.

There appears to be a lot of counter¬

trade involving Asian countries, especially
Indonesia, China, India and Malaysia,4 not

3. See the lists in Countertrade Regulations in
Selected Developing Countries, UNCTAD, Geneva,
1989.

4. Third World Countertrade, Produce Studies, New¬
bury (UK), 1988.

14 The OECD OBSERVER 163 April-May 1990



TRADE

only south-south but also, of course,
north-south. Singapore, although not offer¬
ing countertrade deals as such, seems to
be establishing itself as a regional centre
for countertrade companies who seek to
do business with the Far East (as is Vienna
for countertrade with Eastern Europe). To

promote the establishment of counter¬
trade service companies, the Singapore
Trade Development Board issued guide¬
lines in July 1986, under which, for ex¬
ample, a tax holiday period of five years is
given to a company setting up a counter¬
trade subsidiary.

This specialisation, combined with the
uncertainty surrounding Hong Kong's
future after the transition to Chinese sove¬

reignty in 1997 and Singapore's strategic
geographical location and well-developed
communications with the Far East and

Asia, may be winning large volumes of
countertrade from Hong Kong.

There is little countertrade reported
from sub-Saharan African countries.

Among OPEC countries-virtually all their
countertrade exports involve crude oil-
Iran, Iraq, Libya and Saudi Arabia are the
leading countertraders.

In Latin America, Brazil is the most ac¬

tive countertrades Yet it has no legislation
to promote countertrade, and officially the
government opposes mandated counter¬
trade. Other countries, such as Argentina,

have comprehensive countertrade legis¬
lation, but it is rarely applied.

The Move

to Manufactures

In trade with and among developing
countries, there is a clear increase in pro¬

posals by developing countries to export
manufactured goods, although commo¬
dities are still the most countertraded

products.
Countertrade with developing countries

originally involved mostly the exchange of
commodities for manufactured goods, on

the grounds that virtually every important
commodity market-especially for many
'soft' commodities like cocoa and sugar-
suffered from a mixture of low prices,

stagnant markets and overproduction. It
provided a fertile breeding ground for a
deviation, through countertrade, from the
multilateral trading system.

Most of the countertraded exports of

manufactured goods come from develop¬
ing countries that are more technologi¬
cally advanced; they seem to be turning
to new industrial products for which they
lack the international marketing expertise.

As part of a deal with Indonesia involving
a $337m sale of F16 aircraft, for example,
the US firm General Dynamics undertook

to market in the United States transport

planes which are produced in Indonesia
under a joint venture with Spain, to a value
of $1 68m.

The increased role of manufactures in

countertrade reflects a global tendency in
world trade. In addition, an increasing

number of developing countries, espe¬

cially Hong Kong, Singapore, the Republic
of Korea, Taiwan, Malaysia and Thailand
(the 'Dynamic Asian Economies' (DAEs)),
have emerged as major exporters of such
goods. But it would be rash to suggest
any specific causal link between the in¬
crease of exports of manufactured goods
with countertrade. With the exception of

Malaysia, these countries are generally
little involved in countertrade.

Crude, Cartels
and Countertrade

Countertrade with crude oil emerged on
a significant scale in the early 1980s, as
producers used it as a form of price-dis¬
counting in a bid to maintain their market
shares when the OPEC cartel reduced the

production of crude oil. For some produ¬
cers, therefore, countertrade was a con¬

venient way of selling more oil at a lower
price, thus sidestepping the quota. And
crude oil remains the most countertraded

:'~

Singapore could begin to rival Hong Kong as a centre for countertrade deals.
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Turning down the volume: crude oil is becoming less important in countertrade.

product, although there now seem to be
fewer transactions than in the mid-1980s,
especially compared to countertrade
deals with other commodities and manu¬

factured goods.
Beginning in 1986, there was a marked

drop in the volume of oil 'sold' in such

transactions, for three reasons. First,

when OPEC effectively abandoned official
selling rates at the end of 1985 counter¬

trade no longer offered the advantage of
avoiding the quota or keeping prices
secret. Second, countertrade deals had

already become riskier for Western com¬
panies because of the heightened chance
of a fall in market prices between agree¬
ment and delivery; purchasers were having
doubts about disposal, particularly of
large quantities for the short term. And
third, with the fall in prices for crude oil
because of massive overproduction, at a
time when markets were shrinking and
trends in the West were towards energy
conservation and the exploitation of alter¬
native energy sources-the value of coun¬

tertrade involving crude oil has fallen, too.
But the indebtedness of developing

countries seems to have created a new

role for oil countertrade. Exporters to
poorer oil producers are starting to recog¬
nise the value of oil as an alternative cur¬

rency, and there seems to be a tendency

for countertrade deals in oil to be initiated

by the exporters of the developed coun¬
tries rather than by the developing coun¬
try. Since foreign exporters, for example,
aware of Nigeria's balance of payments
difficulties, were looking for more secure
means of payment, Nigeria decided to in¬
crease the scope of its oil countertrade to

finance general imports. And this although
Nigeria, which had been engaged in oil-
for-goods swaps on a major scale in
1984-85, had seemed unlikely to resume
in countertrade after suffering heavy
losses.

Countertrade

for Debt Repayment

Countertrade is believed to be used fre¬

quently to circumvent debt-servicing obli¬
gations. Agreements with creditors often

stipulate that a specified portion of hard-
currency reserves must be earmarked for

the servicing of debt. A country may thus
attempt to elude this obligation through
countertrade which is not registered in the
books of the central bank.

But occasionally countertrade has also
been used to pay back the national debt.
In October 1987 Midland Bank, Peru's

second largest creditor, agreed to sell

$22m worth of Peruvian goods, keeping
$8. 8m as debt repayment and giving the
$13.2m remainder to Peru. Midland was

supposed to sell some thirty kinds of
Peruvian product, including $3. 5m worth
of iron pellets, $3. 5m of fishmeal, $3.1 m
of steel balls, $3m of coffee, $3m of copper
wire and lesser amounts of other goods.
Following Midland, First Interstate Bank of

California signed a similar contract in
Washington for $42m worth of goods,
$14m being debt repayment. First Inter¬
state was supposed to sell fewer mineral

products and commodities and more agri¬
cultural and manufactured goods. Though
modest, the two deals constitute Peru's

most significant payment to commercial
banks for three years.

The experience of Peru with its goods
for debt programme was carefully fol¬
lowed by other countries. In 1989, Iraq
paid DM400m out of DM1 .4 billion debt to

the Federal Republic of Germany by
means of an oil barter deal with Veba.

This way of paying back debts, of
course, favours one creditor over others.

The resorting of a number of countries
to countertrade reflects their serious fi¬

nancial and trade difficulties. Yet counter¬

trade is seldom a satisfactory means of
solving these problems lastingly and effi¬
ciently. At present, countertrade con¬
tinues to hover at the margin of the multi¬
lateral trading system. But governments
should be alert towards new develop¬
ments in countertrade lest it undermine

the multilateral trading system in the
future.

Countertrade: Developing Country
Practices, 1985

Jacques de Miramon, 'Countertrade:
An Illusory Solution', The OECD
Observer, No. 134, May 1985

Jacques de Miramon, 'Countertrade: A
Modernized Barter System', The OECD
Observer, No. 114, January 1982.
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Agricultural Trade
Liberalisation:

Threat or Promise?
Ian Goldin

In recent years, agricultural support
and protection has come to the fore
of the international political agenda.

In the developed countries, much of the
attention has centred on the trade dis¬

putes between the United States, Japan
and the European Community. Invariably,
these disputes focus on agricultural
income policies, subsidies, protection and
market access. Prolonged protection of
agricultural producers in many OECD
countries over the past decades has se¬
verely distorted national and international
use of resources as well as agricultural

markets and prices (Figure).
Most developing countries, in contrast,

have been unable to afford the budgetary

costs of extensive agricultural support
and protection. Indeed, the evidence sug¬
gests that agriculture in developing coun¬
tries has generally been exposed to net
taxation, so that support for it has been
outweighed by the costs of punitive price
policies, over-valued exchange rates and
other damaging measures. This has
retarded agricultural growth and invest¬
ment, with adverse consequences for
rural incomes.1

The growing pressure for reforming
developing-country agricultural policies in
favour of those that would foster more

sustainable growth and less state inter¬
vention in prices and trade has coincided
with the convening of what is the most cri¬
tical and also most complex set of nego¬
tiations ever on international trade. The

General Agreement on Tariffs and Trade
(GATT) is currently entering the final phase
of the Uruguay Round of negotiations.

The discussions that involve agricultural

and tropical product trade are amongst
the most important for developing coun¬
tries. Agriculture there is generally much

Ian Goldin is head of the programme 'Developing Country
Agriculture and International Economic Trends' at the
OECD Development Centre.

Like other impediments to
world trade, agricultural
protectionism is coming

under increasing scrutiny.
What are the implications of
reform, for producers and
consumers, exporters and

importers?

bigger a source of income and employ¬
ment than in the industrialised economies.

And because of their relatively large

dependence on agriculture, their reliance
on agricultural trade and, for many, their
high dependence on food imports, these
countries will be influenced by any out¬

come of the Uruguay Round negotiations.
The liberalisation of agricultural trade is

generally agreed to be a vital step to the
establishment of a more efficient and

equitable international allocation of agri¬
cultural production. Nonetheless, while
many developing countries stand to
benefit from this process, others may
suffer considerable losses, at least in the

short run. Their distinct comparative

advantages in land, labour and climate in
a number of commodities mean that free

trade could boost exports and serve as a

significant engine of growth. Yet many are
large-scale importers of food grain. They
will be hurt if liberalisation does away with

cut-price surpluses from the temperate,
industrialised countries. So what are the

prospects for world agricultural production
if subsidies are reduced or done away with

entirely and protectionism eliminated?

Modelling
Markets

Research on the implications of agricul¬
tural trade liberalisation is unusual in the

extent of its reliance on computer model¬

ling. In contrast to the standard economic
approach to the analysis of policies,
research into trade liberalisation has

tended to rely upon the simulation of
world 'scenarios' through the use of ana¬

lytical models.
These models are used as tools to pro¬

vide guidance on the central outcomes:
what happens to the structure and pattern
of production; whether prices go up or
down; whether trade increases or declines;
and who benefits and who loses from the

change in policies. Because the inter¬
action of policies with trade and agricul¬
tural production and consumption is
extremely complex, these models necess¬
arily involve simplifications. One of the
main challenges facing economists who
wish to assess the ramifications of trade

liberalisation is how best to distil the com¬

plexity of the world agricultural economy
into a form which can be reflected in

manageable models which at the same
time remain sensitive to the critical eco¬

nomic relationships (box).
In each model, theoretical concepts are

moulded into operational systems through

1 . See also Christian Morrisson, 'More Trade, Less Pov¬

erty', The OECD Observer, No. 162, February/March
1990.
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simplifying a set of assumptions. Para¬
meters and coefficients are specified to
determine the interrelationships of the
main variables. Advances in modelling
and computing technology have facili¬
tated increased complexity in the specifi¬
cation of these interrelationships. Never¬
theless, the most complex specifications
still capture only a stylised reflection of
reality; the specification of assumptions
and of parameters and the translation of

theory into manageable quantitative sys¬
tems is the art of building models. So what
can be learned about the real world from

such inevitable abstractions?

The Effect

on Food Prices

Price is the central influence on product¬
ion and consumption, and thus provides
a rough proxy for the welfare and trade

effects of liberalisation. The models point
to increases in meat, dairy and sugar prices,
and all but one presented at a recent
OECD seminar forecast rises in food grain
prices.2 For feed grains (for animal
consumption) the results are more ambi¬

guous, with a number of the models point¬
ing to a price decline and the others fore¬

casting that the prices of feedgrains
would rise as a result of liberalisation in

the OECD countries.

There is considerable variation in the

magnitude of the price changes, particu¬
larly for dairy products, meat and sugar

Figure

GOVERNMENT SUPPORT AS PERCENTAGE OF PRODUCER INCOME1

1982-86 average, in order of GDP per capita

WHAT'S IN A MODEL?

The choice of variables, assumptions and
relationships differentiates one model from
another. Two broad frameworks have been

adopted in the modelling of trade liberalisa¬
tion. The first is widely labelled the 'partial
equilibrium' approach, the secoi id, the 'gen¬
eral equilibrium' approach. Partial equilib¬
rium denotes those methods which examine

particular sectors or commodities in the

economy while generally ignoring inter¬
relationships with other sectors or the
macro-economy. General equilibrium mod¬
els, by contrast, examine the economy as a
whole and the interaction between sectors.

These models tend to include a number of

important determinants of the macro-eco¬

nomy such as savings, employment and
income.

1 . Producer subsidy equivalents: total payment required to compensate farmers for the loss of income resulting
from the removal of protective policies (calculated here according to the principal commodities produced).
2. 10 member states; Spain and Portugal joined the European Community only in 1986.

Note: These results are those of the USDA model; estimates will vary according to the model used.

Source: Estimates of Producer and Consumer Subsidy Equivalents, US Department of Agriculture, Washington
DC, 1988.

While price changes for livestock and
sugar will have important implications,
particularly for some exporting countries,
changes in food grain prices are the most
politically sensitive and the primary
concern of the coalition of food-importing
countries that have been vocal in asking
for compensation in the Uruguay Round.
In view of the central importance of food
grains in nutrition, it is not surprising that
their price has been a pressing considera¬
tion in the agricultural negotiations in the
GATT.

Although the magnitudes of price
changes are, of course, important, the di¬
rection of change-whether it is positive or
negative-has an even more dramatic impact
because it will reverse the policy implica¬
tions. If, for example, grain prices decline,

rather than rise, as most of the models

forecast, the importers and exporters
switch sides in the cost-benefit equation
of the liberalisation. So, for example, while
grain exporters such as Argentina would
benefit from higher grain prices, and im¬
porters such as Mexico or Egypt would
lose, their positions would be reversed if

prices were to fall through liberalisation
although lower prices may mean that in¬
creased demand would allow total revenue

of the grain exporters to be maintained.

Simultaneous

Liberalisation

Liberalisation by the developing and de¬
veloped world together would mute price
rises substantially. Including developing

18
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countries in the process implies that inter¬
national prices will be more fully trans¬
mitted to farmers there. The reform of indi¬

rect measures reinforces the strong pro¬

duction response of these countries to
liberalisation, which in turn is reflected in

lower world prices and increased degrees
of self-sufficiency in many food-importing
countries. (Where the liberalisation pro¬
cess increases income growth more

rapidly than agricultural output, however,
self-sufficiency may decline, as in devel¬
oping countries demand for agriculture
products is generally highly income-
elastic.)

The results of the modelling reaffirm the

importance of a truly multilateral outcome
to the Uruguay Round, with all countries
participating in the process of reform. And
by acting together, developing countries
as a whole, or as groups, will be able to in¬
fluence the final outcome for themselves

and for others. So the sequencing of reform

is particularly important; and for many de¬
veloping countries domestic reforms are
likely substantially to cushion any adverse
implications.

Moreover, if technological change con¬
tinues at historical trend rates, developing

countries can expect that any price rises
resulting from liberalisation will be buf¬
fered by the downward trend in real food
prices caused by productivity gains from
technological advance. So even if food
prices are forced upward by liberalisation,
which is the general consensus of the

modelling, real prices in the future could
be lower than today. Indeed, if higher
prices induce increased and quicker ad¬
vances, liberalisation would accelerate

technology and productivity. The result
would be that all price rises initially result¬

ing from liberalisation would be reduced
by the technological change it induced.

Policy
Implications

But there are political questions in¬
volved, not least because the magnitude

of changes in prices will depend on what
happens to livestock production in the

OECD countries. If livestock production is
sustained through protection and sub¬
sidies, the effect on food grain prices will
be much more significant.

In this context, two other factors may be
introduced into the policy argument: the
'liberalisation dividend' that can be ex¬

pected from free and unprotected trade in
agricultural products, and the time it re¬
quires for its implementation.

Liberalisation offers the world a poten¬
tial dividend estimated at well over $200

billion a year in savings to governments-
and their taxpayers-and food purchasers.3
The sheer immensity of this 'bonus' is a

2. See Ian Goldin and Odin Knudsen (eds.), Agricul¬
tural Trade Liberalisation: The Implications for De¬
veloping Countries (OECD Publications, Paris, and
World Bank, Washington, 1 990) for a discussion of the
differing models. Caution should be exercised in the
comparison and interpretation of the model results as
they differ in base periods, time horizons, commodity
definition and coverage, methodologies (partial and
general, and static and dynamic), and in their assump¬
tions of the definition, extent and coverage of liberali¬
sation.

3. See Table IV.6 of Agricultural Policies, Markets
and Trade: Monitoring and Outlook 1989, OECD
Publications, Paris, 1989, which estimates the total

transfers associated with current agricultural policies
in OECD countries alone in 1988 to be valued at $270

billion. This figure includes research and expenditure
on extension services and so is in excess of the divi¬

dend to be gained from agricultural trade liberalisation.
On the other hand, the estimate does not include the

benefit to be derived from trade reforms in developing
countries. Further evidence on the liberalisation divi¬

dend is provided by Joachim Zietz and Alberto Valdés,
Kym Anderson and Rod Tyers, and Jean-Marc Bur-
niaux, John Martin ef a/ in Goldin and Knudsen, op.

cit.; see also Chapter 6 in World Bank, World De¬
velopment Report 1986, Oxford University Press, Ox¬
ford, 1986.
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powerful incentive to liberaliseit also pro¬
vides a large potential pool of resources
that can be used to soften the adjustment
process.

None of the parties to the Uruguay
Round is proposing instant removal of all
barriers to free agricultural trade. It is uni¬
versally recognised that the present ag¬
ricultural trade system is so entrenched
that immediate and universal liberalisation

would wreak politically unacceptable
havoc with domestic economies and in¬

ternational trade. Even the most far-

reaching proposal, the 'zero-option' put
forward by the United States in 1988, en¬

visages a ten-year period of phased-in
changes.

Money and time-the two basic ingre¬
dients of a smooth adjustment process
that can bring losers, whether they turn
out to be grain importers or exporters, into
the winners' circle-are thus both avail¬

able. But there is a third-and dominant-

ingredient: political will.

Selling
Reform

The agricultural status quo has strong
political constituencies, ranging from sub¬
sidised sugar-beet farmers in Western

Europe to the urban poor in developing
countries whose existence depends on
cheap food grains. Convincing those con¬
stituencies and their political leaders that
they too will share in the liberalisation divi¬

dend could be a major task of those who
wish to influence the Uruguay Round.

Certainly, some developing countries
will be adversely affected by international
price rises, particularly of food grains.
Their genuine concerns about food secu¬

rity should be investigated and appropriate
compensatory mechanisms developed.

Two constituencies who have to be convinced

of the benefits of opening up agricultural trade.
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Resources will move between sectors in

response to the price changes and mute
them in the long run. This does not mean
that there will not be dramatic shocks to

the system. Short-term prices do not
move only in response to immediate
changes in supply and demand; they are
also influenced by expectations and
speculative impulses. Price booms and

busts are inherent in agriculture markets
and liberalisation will not remove them.

But they should not be used as an excuse
to derail the long-term adjustment pro¬
cess and further contribute to uncertainty.

And although in practice little is known

of the factors that drive the instability in
agricultural markets, political uncertainty
cannot help. The major political actors
should define clearly and irrevocably the
direction that liberalisation is to take to

avoid contributing to this inherent uncer¬
tainty in agricultural markets.

Another implication of the models is the
importance of the Uruguay Round achiev¬
ing liberalisation of all product categories.
It is clear that the livestock sector has a

substantial influence on the overall effect

on world prices. So if it remains protected
and supported, the effect on feed grain
and consequently food grain prices will be
strong. Any upward movement in prices
induced by lower support for food grain
production would be exacerbated by fail¬
ure to reduce support simultaneously to
the livestock sector. The reduction of sup¬
port to livestock production in the OECD
countries could be more important to de¬
veloping countries than liberalisation in
food grains.

Analysis of the effects of liberalisation

must proceed rapidly, apace with the pro¬
cess of reform itself. In this way, the full
implications of specific proposals may be
fully understood, ensuring that the
maximum benefits accrue to developing
countries from the removal of distortions

in agricultural production and trade.
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Immigration is usually
considered in terms

of its economic impact.
But what of its demographic
effects? The time is coming

when the developed
countries will have to face up

to a formidable challenge-
how to deal with their aging

populations. Population
structures are already being
transformed by low mortality

and falling rates. '

The decline in the number of young
people and the increase in that of

the elderly could give rise to two
serious problems. A shortage of man¬
power and skills could lead to a slowdown

of economic growth. And with the proport¬
ion of retired people rising, welfare sys¬
tems may undergo a financial crisis.2

The challenge can be met in two ways.
The first involves the existing population.
Governments can take steps to offset the
adverse effects of an aging society by
encouraging more women to work, push¬
ing up the retirement age, improving skills,
using more labour-saving technology.

But the problem is too vast to be solved

by this kind of measure alone. Govern¬
ments can try another approach, one that

affects tomorrow's population. If they do,
they will have two options open to them,
one applying to people inside their

national boundaries, the other affecting
migration flows.

Policy can attempt, say, to alter fertility
rates. But this is a sensitive issue, and the

effectiveness of these policies is not

Daniel Blot is a specialist in international migration in
the OECD Directorate for Social Affairs, Manpower
and Education.

1 . Ageing Populations: The Social Policy Implica¬
tions, OECD Publications, Paris, 1988.

2. Robert P. Hagemann, 'Aging Populations and the
Pressure on Pensions', The OECD Observer, No. 160,
October/November 1989.

The Demographics
of Migration

Daniel Blot
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proven. It would certainly appear easier to
focus on the movements of people in and
out of a country. This has been done
before, in the United States and Australia,
for example, where immigration played a
vital role in national development.

Since the Second World War, countries

have used immigration for a variety of pur¬
poses. Some goals have been economic,
responding to shifts in the labour market.
Some have been humanitarian, giving

asylum to refugees, and others political,
bringing home citizens of former colonies.
Perhaps another goal-a demographic
one-will have to be added to the list.

The idea of admitting migrants to offset
the aging of the resident population may
appear simple, but it raises a host of quest¬
ions. How does migration affect popula¬
tion growth? How can migration be chan¬
nelled to the best effect? What are the

policy attitudes of OECD countries
towards migration? A group of experts
recently met at OECD headquarters and
came to some interesting conclusions on

this largely uncharted subject.3

What Effects

from Immigration?
The demographer Hervé Le Bras, taking

the end of the Second World War as his

starting-point, presented a fairly clear pic¬
ture of how migration has altered the
population in seven developed countries,
chosen as examples: Australia, Belgium,
Canada, France, Germany, Italy, Sweden.

After immigration, Australia has 38%
more inhabitants than it would otherwise

have had, Canada has 19% more, Ger¬

many 15% more, France and Belgium
5-1 0% more. Italy, as an exporting country,
has 3% less. So migration can have an
appreciable effect on population size.

But there is little effect on aging. Immi¬

gration has reduced the average age of
the Australian population by a mere 15
months, those of Germany and France by
less than five months. In Italy the reverse
has occurred: the outflow of some of its

young people has added 21/2 months to
the average age of the population.

There is a fairly obvious reason for the
failure of immigration to transform the
shape of the age pyramid. Once migrants
settle, they become assimilated or bring

Figure
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in their families, and gradually their age
distribution moulds itself to that of the

host country.
The OECD Secretariat has further ana¬

lysed the process of adjustment, assem¬
bling data on 1 1 countries since 1965 in an
effort to see what influence foreign arrivals

have on a country's fertility rate. Over the
past twenty years nationalities with higher
rates have taken the place of earlier
migrants but, overall, the impact on total
fertility has remained relatively slight.

The first conclusion to be drawn from

the study is that immigrant birth rates do
little to alter a country's overall fertility.
The second is that immigrant households
make up a high proportion of large fami¬
lies partly because of their higher fertility
rates but also because there are fewer

large families left in the host country. A
third conclusion is that the fertility gap

between foreigners and nationals can be
ascribed mainly to social and cultural fac

tors-age of marriage, length of stay, place
of origin, occupational and social status.

But in time these factors blur and the

fertility gap disappears. To be accurate, it
must be added that most of the 1 1 coun¬

tries were applying restrictive immigration
policies during the period of the study.
Perhaps the conclusions would be dif¬
ferent, or other problems show up, if these
countries were to relax their conditions of

entry.

A recent paper by Charlotte Hôhn ana¬
lysing population, pro-natality and migra-

3. Migration: Demographic Aspects, OECD Publica¬
tions, forthcoming spring 1990: Hervé Le Bras, 'The De¬
mographic Impact of Post-War Migration in Selected
OECD Countries'; OECD Secretariat, 'Evolution of Fer¬

tility of Foreigners and Nationals in OECD Countries';
Hania Zlotnik, 'Official Population Projections in OECD
Countries: What they Reveal about International Migra¬
tion Aspects'; Christine Wattelar and Guido Roumans,
'Demographic Objectives and Migration: Some Simula¬
tions'; David Foot, Immigration and Demographic
Change in Canada'; Reginald Appleyard, 'Immigration
and Demographic Change in Australia'.
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tion policies in Europe4 sees a more prob¬
lematic future ahead:

Since all Western populations will start
to decline sooner or later, the pool of
eligible migrants will shift away to
remoter parts of the world; migrants will
have to be recruited increasingly from
less developed countries. At the same
time population pressure from LDCs will
increase. The greater the difference in
cultural and social backgrounds
between natives and immigrants, the
more scrutiny and political constancy
are required in order to avoid political
and social tensions of dramatic dimen¬

sions.

Future

Immigration
Population forecasts hardly ever take

account of migration. One reason is that
migration flows are notoriously difficult to
predict. But it could also be that govern¬
ments consider that their entry regulations
and controls give them swift and simple
control over any variations.

So how do governments assess the im¬
portance of future migration? Hania Zlot-
nik has compared demographic project¬
ions made in nine OECD countries and

found that they go about it very differently.
Time-frames are different; different criteria

are used to distinguish foreigners from
nationals. Yet most of them foresee a

slight drop in death rates along with
persistently depressed fertility. In this
case, migration might appear an essential
factor in any demographic change.

Yet assumptions about migration in offi¬
cial projections are based on present
trends, which are often determined by
short-term political concerns. Not many
countries go to the trouble of examining
alternative assumptions. Christine Watte-
lar and Guido Roumans wondered how

many migrants would be required to
achieve particular population results. They
selected four countries with highly con¬
trasting populations (Austria, Belgium,
Canada and Spain) and prepared simula¬

tions stretching until 2050. Without migra-

4. Charlotte Hohn, Population Policies in Advanced
Societies: Pronatalist and Migration Strategies,
Bundesinstitut fur Bevôlkerungsforschung, Wiesbaden,
1988 (mimeo).

tion, population in all four would shrink at

varying speed according to their fertility
rates. From 2025 on, deaths would out¬

strip births in all of them. Assuming that
governments were to change their immi¬
gration policies to stem population decline,

fast action would be required. Decline

would otherwise begin in 1990 in Belgium
and Austria, in 2000 in Spain, in 2010 in
Canada.

Nor should it be forgotten that the pro¬
portion of old people would also be rising
rapidly. The authors' simulations show
that everywhere except in Spain the pro¬
portion of adults to elderly (over-65s), the
dependency ratio, would drop in 2020 be¬
neath the acceptable minimum of three.

The authors offer three alternatives that

avoid this situation. In the first one, coun¬

tries turn to immigration each time the de¬
pendency ratio falls below three-this is

the 'catastrophe scenario'. Immigrant
numbers rise, but jerkily and producing
ever-growing up- and downswings. The
risk is a population explosion, a phenome¬
non well known in demographic theory.
Next, they imagine a priority goal of sus-
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taining the size of the working population
(aged 20 to 64). Here, fewer immigrants
are required, and the dependency ratio
stays above 2.8. Lastly, they assume a
constant rate of migration (net immigra¬
tion compared to total population) which
would maintain the dependency ratio at 3.
For one thing, more immigrants would be
required; for another, it is extraordinarily
difficult to calculate the warranted rate.

Wattelar and Roumans put it at 0.5-0.7%
according to country, but just one decimal
point more could produce a surge in
population and turn the situation into a

variant of the catastrophe projection.
What is more, if death rates declined
further, it would be harder than ever to

maintain an acceptable ratio between
adults and dependent retired people.

As can be seen, population problems
are not to be treated lightly, and choosing
a migration strategy for population pur¬
poses is no easy matter. All the assump¬
tions posit that immigration would be well
above today's figures. Whereas the fits-
and-starts approach of the first is risky,
the constant-inflow strategy presents

*.> '
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practical difficulties. It is easy to imagine
what obstacles it would encounter in the

event of an economic crisis or another

baby boom.

Immigration
Policy

Only two OECD countries have seri¬
ously considered immigration policy from
a population point of view. They are
Canada and Australia. In both of their hist¬

ories, immigration played a large part in
building their population.

Canada

Canada still relies heavily on migrants to
offset its declining population growth.
David Foot has estimated that immigra¬

tion, responsible for more than a quarter
of Canada's population growth from 1956
to 1986, will account for 46% of that

growth in the 21 st century. Up till now, im¬
migration has prevented the aging of the
population but, in the long run, the trend
might well reverse and immigration might
accentuate it.

The average immigrant today is 27
years old, younger than the national mean
(30.6 years). But half of these immigrants
were born in the same baby boom as
native-born Canadians, so that if they stay

in Canada they will all reach retirement age
at the same time and thus aggravate the
problem. Is there any remedy? Professor
Foot thinks that, given the population pro¬
file of Canada, no policy will make any dif¬
ference to its size. What might be possible
is to promote the sort of immigration that
would smooth out the hollows in the age

pyramid rather than enlarge its bumps.
Canada already selects immigrants by ap¬
plying a point rating scheme. This might
be done by attributing extra points to can¬
didates whose age met the population re¬
quirements.

Australia

Australia is a country where economic de¬
velopment and immigration are closely in¬
tertwined. Indeed, its development would

not have been possible without immigra¬
tion. The problem has become even more
acute since the end of the Second World

War. Australia then had seven million in¬

habitants, and the government calculated
that 25 million would be the number re

quired by the end of the century to ensure
the military defence of the country. There
was obviously no hope of achieving this
figure by a process of natural increase.

Australia therefore embarked on a pol¬

icy of massive immigration, limited only by
the number of ships available. These post¬

war newcomers were younger on average
than native-born Australians and some¬

what more fertile. But as time went on the

differences wore off and average fertility
declined. Today, the total fertility rate is
below what is required to maintain the age
structure. Population is growing at an
annual rate of 1.5%, but the number of

people over 60 is growing faster, at 2.5%
a year, and this trend is unlikely to change
in the future.

Immigration is a prominent policy issue
in Australia. Without it, the population

would struggle up to 18 million over 40
years. With it, the aging process can be
delayed a little, if not actually stopped.

Today, Australia admits 150,000 immi¬
grants each year. Employers would like to
see this figure increased to 200,000 but,
even if it were, the age pyramid would not
change much. Australia does not accept
just any sort of immigrant; it wants spe

cialists and highly skilled workers. Europe,
also faced with an aging population, is ex¬
pecting a surge in economic growth after
1992 and will provide fewer and fewer
prospective migrants.

Australians will have to turn to the de¬

veloping countries. They have already
started to do so, and this process, a sub¬

ject of public concern, could transform the
European ethnic base in the sub-conti¬
nent.

Other Countries

OECD countries show enormous caution,

not to say mistrust, when it comes to the
population implications of migration poli¬
cies. The non-European countries-
Australia, Canada, New Zealand, the

United States-are, contrary to what might
be expected, no less cautious than their
Old World counterparts.

New Zealand, for example, acknow¬
ledges that selecting candidates for entry
on the strength of their qualities is incon¬
sistent with the use of immigration for
population purposes. The United States
admits that its labour market could be de¬

stabilised by lack of manpower, but is re-

pOHf
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ticent about calculating future require¬
ments and adopting a long-term immigra¬
tion policy.

The European countries offer a series

of arguments to explain their caution. Un¬

willingness to discriminate by age and
sex. The difficulty of assimilating immi¬
grants. The delicate balance of manpower
supply and demand, which immigration
would upset. The futility of trying to reverse
deeply-rooted population trends-

Germany's population, for instance, is ex¬
pected to fall from 61 to 47 million by
2030. The 1993 single market, with work¬
ers free to travel and provide extra man-
power-for some countries. The harm

caused to the development of the migrant
source countries, especially now that their
population trends are changing. Greece,
indeed, has a fertility rate that has
dropped below the replacement
threshold. Turkey is the only OECD coun¬
try where the total fertility rate is still above
the generational replacement level.

Simple ideas are not always the best
ones. The OECD meeting of experts con¬
cluded that a policy for remedying popula¬
tion aging by importing young migrants

would run into serious problems in both
host and source countries. For such an

idea to succeed a tremendous amount of

political will would be needed, and so far

it is lacking.
What then of the future? Countries like

Sweden, Switzerland, the United States

and Japan are already experiencing man¬
power shortages. At the same time a
number of the long-standing migrant-
exporting countries are undergoing a
population explosion. According to the
findings of a previous OECD conference,5
these contrasting tendencies will exacer¬

bate the 'push and pull' factors that gov¬
ern migrant flows. Whether or not OECD

countries demur at framing immigration
policies for purely demographic reasons,
labour-market pressures will force them to

reckon with the population factor, if they
want to avoid economic failure.

D

The meeting did produce one notion:
migration has an energy of its own, which
cannot be regulated by stop-go policies.
Moreover, as with selective policies based
on qualifications, immigration based on
age would slow down the natural adjust-

5. A. Golini, C. Bonifazi, 'Demographic Trends and In¬
ternational Migration', in The Future of Migration,
OECD Publications, Paris, 1987.

ment of populations. Less would be done
to redirect the home population towards

vacant jobs or to integrate women into the

labour market in order to compensate for
the lower number of young people.

It appears, then, that technically the
most appropriate option would be to

admit a steady number of immigrants, in
relation to the size of the population, with¬
out laying down economic or population
goals in advance. The politicians' task-

not an easy one-would then be to gain
public support for a programme that
would not claim to seek a quick response
to labour-market swings or skill require¬
ments.
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What Future

for Nuclear Power?
Jacques de la Fedé

Environmental policies to reduce emissions of carbon dioxide and other gases held
responsible for the greenhouse effect and climatic changes have become a pressing
international priority-a sentiment voiced by the seven leading industrialised nations
at the summit meeting held in Paris last summer. To protect the environment and,
even more, to meet electricity requirements, most governments will want to keep

the nuclear option on the list of energy sources currently at their disposal.

A^ii-sV

The nuclear power plant at Paluel in northern France.

One out of every six light-bulbs in
the world today-almost one out
of four in the OECD area-is lit by

electricity generated in a nuclear power
plant. But the averages mask some major
imbalances, since in 1989 seven OECD

member countries produced 90% of the

nuclear power generated in the entire area
(Table).

Whatever the details, the current

economic recovery has generated a much
steadier demand for electricity compared
with previous years; according to national
forecasts assembled by the Nuclear En¬
ergy Agency (NEA), demand in the OECD

Jacques de la Ferté is Head of External Relations and
Public Information at the Nuclear Energy Agency (NEA)
of the OECD.

area is expected to rise by 2.3% annually
until the year 2000. Countries that are al¬
ready making full use of their generating
capacity are therefore going to have to
order new power plants without delay if
they are to be able to meet this increased
demand.

The consensus is that, in the longer

term, demand will continue to grow. To
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provide a flexible response to this de¬
mand, no energy source should be dis¬
missed provided it meet two conditions:

Technological maturity and competitive¬
ness, and respect for environmental

safeguards.
In principle, therefore, nuclear power

should be well placed to help meet these
imperatives.1 But the present lack-or re-
scheduling-of orders for new plants
bodes ill for the prospects of future ex¬

pansion in this industry. Projections for
the installed nuclear capacity in the OECD

area by the end of the century have been
steadily reduced from the 365 gigawatts
electric (GWe) forecast in 1986 to present
estimates of 297 GWe. At the end of 1 989,

only two OECD member countries-France
and Japan-had officially announced plans

to increase their installed nuclear capacity
beyond 1995.

There are three main reasons for this

decline in the growth of installed nuclear
capacity: slower growth in energy de¬
mand in the early 1980s as a result of the
economic slowdown, and energy-saving
measures introduced after the second oil

shock; the prospect of reduced competi¬

tiveness of the nuclear kWh, largely as a
result of the substantial fall in coal and oil

prices (in some countries, indeed, to the
point of eliminating the nuclear advan¬
tage); and the continued suspicion of the
general public about the safety of nuclear
installations and about the availability of
viable solutions to the problem of nuclear

waste disposal. This misgiving-which was

reinforced by the Chernobyl accident in
1986-has been a major factor in the deci¬

sion of many countries to slow down, if
not halt, nuclear power plant construction

programmes.

The stagnation in the nuclear industry
in the 1990s might well blunt its ability to
cope with the demand predicted for the
turn of the century. From now on, the nu¬
clear industry must try not only to maintain
a sufficient number of qualified staff and

degree of expertise but also its potential
for technological innovation and its com¬
petitiveness.

For their part, public authorities must
both maintain an effective and credible

regulatory framework and encourage
technological development. This is essen¬

tial as much to ensure that the safety of

nuclear power plants continues to be

monitored as to continue the progress
being made with R&D in safety technology
and the development of optimised or new

reactor systems.

Finally, in order to restore public confi¬

dence in the safety of nuclear power
plants and the solutions available for the

management of radioactive waste, there
must be a real exchange of ideas between
decision-makers and representatives of
local communities. The latter must play an
active part in any decisions which affect
their health, safety and environment.

Maintaining
Competitiveness

The renewed growth in the demand for
electricity, in conjunction with the lack of

orders for new nuclear plants, will prob¬
ably prompt utilities to opt initially for the

construction of small plants burning fossil
fuels, such as gas, coal, and so on, that
do not demand long lead times. This may
well lead to higher electricity prices, since
operating costs of these smaller plants are
generally higher than those of large-scale
plants which guarantee the base-load-
that is, the general demand for electricity
outside peak hours. Consequently, in the
longer term, any increase is based on a

comparison of the respective advantages
of the two major energy sources suitable
for industrial exploitation: nuclear power
and coal.

Comparisons of the generating costs of
nuclear and coal-fired plants are based,

to a large extent, on a wide range of as¬
sumptions and forecasts: the date of

start-up, annual load factor, life-time, cap¬
ital costs, future fuel prices and, in par¬
ticular, the discount rate (that is, the cost
of money).

A report recently published by the NEA
and the International Energy Agency (IEA)
takes stock of the situation in the industry2
using, as a hypothetical point of reference,
a nuclear or coal power plant with an
economic life of thirty years, an average
capacity factor of 72%, based on a 5%

1. Nuclear Energy in Perspective, NEA/OECD Pub¬
lications, Paris, 1990.

2. Projected Costs of Generating Electricity from
Power Stations for Commissioning in the Period
1995-2000, NEA/OECD Publications, Paris, 1989.

Table

TOTAL AND NUCLEAR

ELECTRICITY GENERATION

IN THE OECD AREA, 1988

Country
Total Nuclear j Share of

Nuclear

%terawatt-hours '

Australia 132.0 0.0 0.0

Austria 45.9 0.0 0.0

Belgium 61.9 40.9 66.1

Canada 487.0 78.2 16.1

Denmark 29.8 0.0 0.0

Finland 51.3 18.4 35.9

France 372.4 260.2 69.9

Germany 402.5 137.8 34.2

Greece 30.5 0.0 0.0

Iceland 4.4 0.0 0.0

Ireland 12.2 0.0 0.0

Italy 196.8 0.0 0.0

Japan 641.8 174.8 27.2

Luxembourg 0.6 0.0 0.0

Netherlands 67.2 3.4 5.1

New Zealand 27.0 0.0 0.0

Norway 110.3 0.0 0.0

Portugal 21.4 0.0 0.0

Spain 133.3 48.3 36.2

Sweden 141.4 66.4 47.0

Switzerland 57.5 21.5 37.4

Turkey 64.8 0.0 0.0

United Kingdom 282.9 53.3 18.8

United States 2,701.0 527.0 19.5

OECD Total 6,075.9 1,430.2 23.5

1. One terawatt-hour equals one thousand billion
watt-hours.

Source: OECD Nuclear Energy Data 1989, NEA/
OECD, 1989.

discount rate. Under these assumptions,
the electricity generated in nuclear power
plants commissioned between 1995 and

2000 will be cheaper than that produced
by coal-burning plants in seven out of ten
European countries, as well as Japan. Re¬
sults differ in North America. In the central

and Atlantic regions of Canada and the
eastern side of the United States, nuclear

power will probably be cheaper, but
would be considerably more expensive in
the Rocky Mountains in the United States
and Canada where abundant supplies of
cheap coal are available.

Sensitivity analyses carried out on the
basis of these various parameters show

that nuclear power would still be competi-
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tive even for a common load factor of no

more than 60% in over half of the coun¬

tries reviewed, including seven European
OECD countries, Japan and central
Canada.

But fuel costs, including the costs gen¬
erated during the final stage of the nuclear

fuel cycle, would have to rise substantially
in most countries, more than doubling in
five of them, before nuclear power lost its

economic advantage. Investment costs in
the nuclear sector, too, would have to rise

by between 7% and 148%, depending on
the country concerned, before nuclear
power lost its economic edge in most
European OECD member countries,
Japan and central Canada, even if the in¬
vestment costs for coal-fired plants were
to remain constant.

Yet these bright prospects must not
hide the fact that, on the whole, the com¬

petitiveness of the nuclear sector has

been eroded over the last ten years, not
only because of the fall in market prices
for fossil fuels but also because of a var¬

iety of other factors, relating specifically
to nuclear power, that have resulted in ex¬

pensive delays in a number of OECD
member countries: lack of a series of plant

orders, resulting in higher investment
costs; uncertainties over energy policy;
regulatory constraints; and problems
caused by public opposition.

The Necessity
of Innovation

OECD member countries are actively
working to optimise the effiency of exist¬
ing reactor systems. Such an effort is nor¬
mal in an industry that has reached matur¬
ity and does not cast any doubt on the
safety of reactors currently in operation.
The work in progress mainly concerns
pressurised water-cooled reactors, which
account for 85% of the installed nuclear

capacity of OECD member countries.
Four lines of approach have been
adopted.

First, major efforts are being made to
apply advanced technologies to reactors
currently in operation: improved fuel com¬
bustion rates; increased operating reliabil-

3. Advanced Water-cooled Reactor Technologies:

Rationale, State of Progress and Outlook, OECD
Publications, Paris, 1989.

A final examination of nuclear fuel assemblies before they are installed in the reactor core.

ity through the use of advanced control
systems and increased awareness of
human factors; redundant emergency
cooling systems, and so on .3

Second, new and improved water-
cooled reactors have been developed in
seven countries, for immediate utilisation.
The construction of several of these react¬

ors is already at an advanced stage
(France, Japan and the United Kingdom).

Third, several advanced types of react¬

or are currently being developed, particu¬
larly in the United States, Canada, the
Federal Republic of Germany and Japan,
with the aim of obtaining simplified and
safer reactors that are cheaper to run.

These reactor systems rely heavily on

passive safety features and a modular
construction designed to reduce costs
and lead times.

Finally, studies are currently in progress
(in Sweden and Japan, for example) on
other reactor systems that are even more
innovative. Examples include the PIUS
concept (Process-Inherent Ultimate
Safety), ISER (Intrinsically Safe Economi¬
cal Reactor) and the SPWR (System-Inte¬
grated Pressurised Water Reactor). Dem¬
onstration prototypes of these new react¬

or systems will probably have to be built
before any consideration can be given to
using them on a commercial basis.

New prospects may also open up to the
nuclear sector in the medium term: East-
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European countries may wish to increase
their generating capacity and modernise
their technology, and developing coun¬
tries, some of which will be major con¬
sumers of electricity in the future, may
wish, especially for environmental
reasons, to make use of nuclear power
rather than turn to massive consumption
of fossil fuels.

Other innovatory technologies that offer
promising prospects for the future include
industrial heat-producing reactors and, of
course, fast breeders, whose large-scale
introduction will probably not be feasible
for another thirty years or so.

Solutions

for Nuclear Waste

The issue of nuclear waste has long
been a matter of concern to the general
public. There are several reasons for this:
the adverse connotations attached to all

forms of waste, exacerbated by the fact
that radioactivity is invisible and somehow
'mysterious'; the frequent refusal by local
authorities to allow waste disposal sites
to be located in their immediate environ¬

ment; popular misconceptions about the
volume of radioactive waste that has to

be disposed of and the potential hazard it
represents; and lack of communication

between specialists and the public.
Radioactive waste, according to popu¬

lar opinion, is the Achilles' heel of the
nuclear industry. It is claimed that there
is still no solution; that the radioactivity

emitted by such waste, in some cases for
very long periods of time, may cause
irreparable damage to the environment
because of problems that those respons¬
ible have not yet been able to solve.

Countering these claims, the nuclear in¬
dustry points out that both the knowledge
and the technical resources exist to dis¬

pose of all forms of radioactive waste in
satisfactorily safe conditions, both for the
present and the future. Most countries
operating nuclear power plants have
adopted a legal and regulatory framework
based on international standards, and

specialised organisations have been
created to promote R&D and industrial de¬
velopment in radioactive waste disposal.

In this respect, it is worth remembering
that over 90% of the volume of radioactive

waste generated in the course of the nu¬

clear fuel cycle is either low- or medium-
level waste and relatively short-lived, for
which processing, conditioning, storage
and final disposal techniques are now ap¬
plied on a regular basis by the industry
under safe conditions.

In practice, the main strategy adopted
with regard to disposal of this type of
waste is shallow underground disposal,
after conditioning, in concrete vaults.
France and the United States, for example,
have disposal facilities of this type. Other
countries-Finland, the Federal Republic of
Germany, Sweden, Switzerland and the
United Kingdom-have decided to opt for
disposal in deeper geological formations,
in abandoned mine-workings or specially
constructed repositories that provide ap¬
propriate isolation for long-lived waste
and, a fortiori, short-lived waste.

In contrast, high-level waste accounts
for only approximately 10% of the total

volume of radioactive waste, but 99% of

its total radioactivity. This waste consists
in large part either of fission products ex¬

tracted by chemical reprocessing from
spent fuel unloaded from nuclear reactors
or from the fuel rods themselves if there

is no reprocessing. Since waste of this na¬
ture generates heat and intense levels of

radioactivity, it is usually stored in special
pools or bunkers for twenty or thirty years
before final disposal. During this period in
storage, the waste cools and becomes
less radioactive, thereby facilitating sub¬
sequent handling and disposal.

But while disposal is not an immediate
priority from a technical viewpoint, it may
be given a high priority in terms of policy.
Long-term but nonetheless temporary
storage, with all the monitoring that this
implies, cannot be relied upon to provide
for the permanent isolation of such waste
from the human environment, since future

generations should not have to bear the

A model of a storage site for low-level radioactive waste.
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An underground laboratory bored into granite, at The Grimsel in Switzerland, for the storage of
radio-active waste.

responsibility of managing waste that is
produced today. It is for this reason that
many countries have set themselves the

goal of isolating high-level waste perma¬
nently from the human environment.

Over the last few years, the nuclear in¬
dustry has therefore undertaken the task
of demonstrating that the disposal of
high-level waste is both feasible and safe.
Some countries have enacted legislation
providing that fully operational re¬

positories for high-level waste must be
available within the next fifteen to fifty
years. The Federal Republic of Germany,
France and the United States in particular

are planning to begin final disposal of

4. Geological Disposal of Radioactive Waste, Re¬
search and Investigations in OECD Countries,
OECD Publications, Paris, 1988.

high-level waste towards 2010, Belgium,
Canada, Finland, Japan, Spain, Sweden
and Switzerland towards 2020, and the

United Kingdom a few years later. All

high-level waste generated so far is cur¬
rently in storage; no such waste has been
definitively disposed of as yet.

International co-operation has a vital
role to play in efforts to reach a consensus
on the safety and feasibility of nuclear
waste disposal methods. At present, the
efforts of the international community to¬
wards this end are primarily directed to
developing disposal technology, methods
for determining the characteristics of po¬
tential sites and techniques for assessing
the long-term safety of waste repositories.
As a preliminary step, several OECD
member countries have set up under

ground research laboratories in represen¬
tative geological environments in order to
demonstrate the safety of deep-geologic
disposal.4 Such laboratories in Belgium,
Canada, the Federal Republic of Ger¬

many, Sweden and Switzerland are being
used for major national or international re¬

search programmes.

World demand for electricity will con¬
tinue to grow, not only in countries that
are already industrialised-in both the

West and the East-but above all in newly
industrialised economies and developing
countries. It is in the interest of all these

countries that the technologies adopted
provide an abundant supply of cheap en¬
ergy that is not environmentally damag¬
ing. Nuclear energy, alongside coal and
some renewable sources of energy, will
be called upon to play an important role
in the future energy strategies of many
countries. Opinion polls carried out in the

United States and several European coun¬
tries have confirmed that the public is in¬
creasingly aware of this fact.

To meet this goal, nuclear power al¬
ready has many advantages. The main
task confronting the industry will be to en¬
sure the confidence of the public and
politicians. In other words, it must con¬

tinue to make technological improve¬
ments, keep costs under control, maintain

an exemplary safety record in nuclear
plants, thereby reducing the possibility of
accidents still further, and guarantee the
proper management of long-lived waste.
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The Small Business

in the SahelAnne de Lattre

Aid from the industrialised

countries to the Sahel region
of Africa has usually been

channelled through the
governments there. But this

approach neglects the
enormous contribution that

small-scale, private
enterprises can make.

There is a vast, dynamic and hetero¬
genous private sector in the Sahel.
Over and above the large number

of private farmers-80% of the population
of the Sahel-there are three main areas of

activity: a modern sector, an 'informal'
sector and extensive regional cross-
border trade.

The Modern

Private Sector

The modern private sector is made up
of industrial, commercial and service

enterprises whose structures resemble
those of firms in the developed countries.
Generally they are still controlled by
foreign capital invested before and after
independence in the 1960s.

After a promising beginning this sector
deteriorated over the following decade.
Drought depressed purchasing power,
commodity prices fell, the price of
imported products rose (energy prices in
particular), and debt grew, all dealing a
severe blow to the fragile enterprises
which protectionist policies had generally
shielded from competition on the world
market. As a result, oil and mining under-

Anne de Lattre was the head of the OECD Club du

Sahel from 1976 to 1988; she is now a special adviser
there.
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takings (80% of exports from the Franc
area1) were seriously affected by the fall
in commodity prices.

In the early 1980s producers of equip¬
ment, for building, public works, machi¬
nery, and so on, saw their turnover fall
very suddenly because of the economic
crisis which then affected Africa, resulting
in the scaling-down or even halting of

major economic and social infrastructure
projects and town-planning work.

At present, only one of the Sahel coun¬

tries, Senegal, has a relatively large
modern sector: long-established industry

and commerce, building and services,
some of these (tourism, for example)
being growth sectors. In Niger, Mali and
Burkino Faso, on the other hand, the

modern private sector is very limited, with
the exception of a few mining industries.

Small and medium-sized African enter¬

prises trying to establish themselves in the
modern sector generally encounter diffi¬
culties, except in construction work. The

small and medium-sized businesses pro¬

ducing for the domestic market come up
against competition from the 'informal'

market, although there are isolated cases
of firms manufacturing products with a
good quality/price ratio (batteries, health
products and textiles, for example) and
which seem capable of marketing them
through cross-border trade in the region
itself.

These exceptions apart, prospects for
the modern private sector for the next

few years are mediocre or poor. Foreign
traders and suppliers of services expect
the crisis to continue and are cutting down
and restructuring their installations accord¬

ingly. This may be an ill wind that blows
some good, since as a result these facto¬
ries will sometimes be better equipped to

face competition, and better sized to
compete in narrow markets.

A further difficulty for the creation of
modern enterprises stems from the over¬
valuation of the CFA franc.2 An attempt is

1. South of the Sahara, the countries in the Franc

area are: Senegal, Mali, Ivory Coast, Niger, Burkina
Faso, Benin, Cameroon, Chad, Gabon, Congo, Central
African Republic, Togo, Equatorial Guinea.

2. CFA Franc: currency of the African Financial Com¬
munity (Benin, Burkina Faso, Ivory Coast, Mali, Niger,
Senegal, Togo) or the Financial Community in Central
Africa (Cameroon, Central African Republic, Congo,
Gabon, Equatorial Guinea, Chad).

at present being made by the local
governments to correct this by the reduct¬
ion of real wages and production costs,
but it is by no means certain that this new
policy will produce the effects hoped for.
Moreover, it imposes the costs of mis¬

guided government policies on private
firms and individuals.

The 'Informal'

Private Sector

The informal private sector, or 'parallel
economy', on the other hand, is growing
all the time, especially in the towns. It can
be divided into three principal categories.

First, there are rural craftsmen, gen¬
erally working in micro-firms active in
wood and wood products, construction,
metal products, textiles, repairs and main¬
tenance, and so on.

There are also urban craftsmen. The

Bokouki market at Niamey, for instance,
is a model for the recuperation of mat¬

erials (scrap iron, used tyres, old engines
and pipes, for example) in response to the
requirements of consumers who have

very low purchasing power.
Third are suppliers of all kinds of services:

social services (village pharmacies), com¬
mercial services (village shops), financial
services (pawnbrokers, friendly societies,
tontines, etc.), transport services.

The informal sector offers many advan¬
tages: the production of goods and ser¬
vices at prices that consumers can afford,

job creation, techniques adapted to local
knowledge, low-cost marketing. And
there are also disadvantages: poor quality
products, low productivity and low capital
accumulation, inadequate training, insuffi¬
cient trade specialisation.

Some observers consider that the

informal sector in the Sahel could consti¬

tute a breeding ground for modern enter¬
prises and entrepreneurs. But if it is to
develop in that direction, a policy will have
to be framed and applied, the main lines
of which have still to be defined. It should

include, in particular, a detailed study of
the local political and business environ¬
ment, the financing of projects for which
entrepreneurs would not require approval
from government departments, a combi¬
nation of measures designed to promote
saving and credit simultaneously, and

From the field to the factory: Senegal is the only
Sahel country with a relatively large modern
sector.

interest rates that reflect the real cost of

money-which is the strongest discipline
on the repayment of loans and training in
business management.

Regional
Cross-border Trade

Like the informal sector, regional cross-
border trade is making enormous strides.
It has existed for centuries, but with the
economic crisis and the fall in consumers'

purchasing power it has taken on unex¬
pected dimensions because it supplies
markets with products on which neither
taxes nor customs duties have been paid.
Furthermore, cross-border trade enables

countries whose currency is not convert¬

ible (Nigeria and Ghana, for example) to
procure convertible CFA francs in order to
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import raw materials and industrial pro¬
ducts. It is particularly vigorous between
Niger and Nigeria, between Mali, Nigeria,
Guinea and Mauritania, and between

Burkina Faso, the Ivory Coast, Mali and
Ghana.

Regional trading is in the hands of net¬
works of traders of the same ethnic ori¬

gins, populations whose territory lies
across national frontiers. Traders from the

Yoruba, Hausa and Diula tribes have or¬

ganised markets at the borders. The cen¬
turies-old trading in which they engage
sprang up from the ecological complement¬
arity between savanna and forest, and
new kinds of trade have now made use of

the commercial possibilities opened up by
the economic and monetary disparities
between neighbouring countries. Since
1960, networks of traders have estab¬

lished, de facto if not de iure, free trading
zones which operate independently of the
law governing the different states.

The volume of goods involved in regional
trade is far from negligible: hundreds of
thousands of tons of cereals; fabrics,

clothing, alcohol, consumer products of
different origin, in particular from South-
East Asia, representing millions of CFA
francs (1 CFA franc = FF 0.02). Official
national statistics on regional trade inevit¬

ably under-estimate these figures.
Regional cross-border trade is struc¬

tured by transport undertakings, official
and unofficial financial mechanisms, as

well as reliable human relationships. So it
would appear to have a bright future-
especially if the economic crisis continues
and purchasing power continues to fall. It
not only offers consumers low-price, tax-
free products but provides extra resources
for the poorly paid wage-earners in the
public sector who are willing partners in
this trade. It is a political and social safety
valve, ensuring the spontaneous widening
of narrow domestic markets.

But from a different angle, the informal
activity of trade networks that ignore fron¬
tiers is an obstacle to the creation of a pri¬

vate sector of the modern type. There are,
indeed, very few firms able to meet com¬
petition from products imported duty-free
from all over the world (and in particular
those from South-East Asia).

The difficulties in the modern private
sector are bound up with the progressive

collapse of the modern industrial sector
since the 1970s; this is largely the result

of the failure of agricultural modernisation
after independence. Consequently, farmers'

incomes have not increased as expected,
and markets for industrial products, there¬

fore, have not improved either.

The second reason that industry has
been hard hit is the non-competitiveness
of industries and services of the Sahel.

This has two consequences: it is almost

impossible to export on world markets;
and industries are vulnerable on the

domestic markets where there is increas¬

ingly keen competition from unofficial
imports (cross-border trade).

One of the explanations lies in the high
cost of several factors of production:

Sahel manpower is expensive in relation
to its productivity, as are the expatriate

personnel employed to direct, manage
and provide technical assistance to firms;

the prices of energy and water are high;
and maritime transport between West Africa

and Europe is more costly than between
Asia and Europe. The CFA franc exchange

rate makes no allowance for these costs.

And there are other obstacles to effi¬

ciency: the weakness of the industrial fabric,
which often makes sub-contracting im¬

possible; over-manning in state and pri¬
vate enterprises; government interference
in management; the concentration of state
resources on urban administrative de¬

velopment at the expense of productive
development.... The list is endless.

Political

Hurdles

The difficulties of the private sector can

also be explained by a number of political
factors which are as important, if not more

important, than the economic causes. They
have much to do with the type of relation¬

ship that has been established since inde¬
pendence between government and the
private sector.

Immediately after independence the
governments of the Sahel countries were
concerned to exercise a degree of
economic control, in addition to their poli-
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Most of the goods in the Sahel's growing cross-border trade are transported by boat.
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tical authority, which still is weak. This led
to intervention in a variety of activities: the

establishment of a monopoly for trade in
cereals and certain basic necessities, the

creation of state enterprises, partial

nationalisation of credit, attempts to place

the population under supervisory authority
(compulsory work in collective fields, for
example), the establishment of a network

of increasingly tight constraints around
the private sector (using the framework of
rules and regulations set up by the former
colonial powers).

Over the years the new leaders
endeavoured to strengthen their

economic authority by preventing the
emergence of organised economic forces

that might have created difficulties for
them, applying a strategy that may not
have been explicit but was nonetheless

clear, for both national and foreign enter¬
prises; government by exception and
privilege: advantages and special cases,

rather than common rules generally ap¬
plied and favourable to private invest¬

ment. In this way the government creates

its own clientele and gives the private sec¬
tor the feeling it is indebted to the govern¬

ment, which can at any time take back
what it has granted.

Such a relationship between govern¬
ment and business makes it very difficult
to achieve success in the privatisation

policy advocated by the IMF and the
World Bank in the framework of structural

adjustment, and threatens both actual and
potential partnerships with enterprises in
the industrialised countries. It also ex¬

plains why private entrepreneurs prefer to
establish themselves outside the formal

economy, and thus why the unofficial

trade in the informal sector is expanding
so rapidly.

So what should be done? Should the

developed world fold its arms and wait to
take action only when the Sahel societies

have changed the way they function? Or,
on the contrary, might an outside influ¬

ence help speed up change in Sahel, and
in African societies in general?

Understanding
Local Realities

Development co-operation agencies
must first try to improve their understand¬
ing of the environment in which they hope
to intervene. Contrary to what might be
supposed, representatives of the West are

often unaware of many of the facts of Afri¬
can life, remaining on the outside, trying to
apply ready-made solutions, and involving
few Africans in their studies and thinking.

A good many Sahelians have a very clear
picture of the way in which their societies
function and are conscious of the fact

that, by failing to understand these
mechanisms, western aid agencies help

only one small segment of society; popu-

The private sector flourishes informally, in transport and other services..
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... and the recycling of metals and other materials.

lations as a whole they hardly touch.
Action that is better judged and more
rigorous than before will, with the help of
the Africans, have to go further in the ob¬
servations, analyses and reflection which
prepare the way for good decisions.

Exercising
Pressure

It is also possible to exercise constant
pressure on the Sahel governments to en¬
sure that the legal, fiscal and customs
framework, the regulation of business and
the organisation of credit become more
favourable, more stable and less arbitrary.

The aim is to arrive at a general regime
applicable to all national and foreign
enterprises.

Improvement of the business environ¬
ment must take place against the

background of African reality. It cannot be
achieved by preserving colonial legislation
planned for developed countries, that is
to say, for rich societies governed by law
applying to all citizens and which, what¬
ever its shortcomings, can settle disputes
even between government and individuals.
This has nothing to do with the situation
in Africa, where custom can resolve many

problems and disputes may be settled by
amicable agreement.

Labour legislation based on that of the
modern countries can be applicable only

to a favoured minority, to the exclusion of
all others, and it has to be adapted. Tax

legislation might be simplified by the gen¬
eral application of standard rates used in
routine business practice. And customs

legislation, which is largely evaded, is
clearly inappropriate.

A few innovatory projects have opened
the way to selective support for enter¬
prises in the informal sector. At Kaolack,
in Senegal, USAID supports a non-gov¬
ernmental organisation which makes
high-interest, short-term loans to small
and medium-sized entrepreneurs who

have already shown a taste for risk, or¬
ganisation and continuity in a trade. Over
400 enteprises have been financed, with
a repayment rate of 90%, and some enter¬
prises are being further developed. At
Segou, in Mali, a project financed by the
European Development Fund has coupled
credit with saving and mutual risk-insur¬
ance. Thanks to this project, the town's
traders have been able to set up a savings

fund, 'le Ségouvien', which itself lends to
entrepreneurs.

But such projects encounter two types
of difficulty: institutional obstacles because
of government wariness about everything
they do not directly control; and conceptual
obstacles when donors confuse business

projects with social projects-in business
projects there is no room for sentiment.

How can these obstacles be removed?

There are several ways: by putting press¬
ure on governments with the conviction
that the financial backers would have-if

they became more attentive to the results
of their aid-that the law was on their side;

by associating the private sector in the
Sahel countries and the industrialised

countries far more than has been the case

up to now (for example, through the non¬
governmental organisations) by inviting
aid donors to be more strict and show less

laxity in monitoring their aid projects.

Attitudes and behaviour in the Sahel

countries must change if private enter¬
prise is to flourish in a legal framework.
This requires an immense effort in educa¬

tion, instruction and training. The sheer
scale of this task puts it out of the reach of

the Sahelian governments and public aid
agencies. Some thought should be given
to setting up a transfrontier association of
teachers and trainers from the Sahel

countries themselves and from non-gov¬
ernmental circles in the industrial coun¬

tries. Such an association could speed up
the dissemination of knowledge-without
which no society can be transformed from
inside.
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TECHNOLOGY

AND GLOBAL COMPETITION

The Challenge for Newly Industrialising
Economies

(January 1990)
New technologies-and new information tech¬
nologies in particular-have come to be
regarded as strategic assets, control over
which bestows significant competitive advant¬
ages. Although tightly controlled in OECD
countries, these technologies are instrumental
to the sustained growth of the newly industrial¬
ising economies (NIEs). NIE firms and govern¬
ments must devise new strategies to ensure
their access to and effective use of new tech¬

nology, both in domestic and international
markets. This study explores the challenges
ahead for the NIEs as they seek to adapt to
technological change and the new rules of
global competition.
(41 89 07 1) ISBN 92-64-13279-1, 154 pp.
F100 £12.00 US$21.00 DM41

Education

HIGHER EDUCATION MANAGEMENT
ISSN 101 3-851 X

VOL. 2, No. 1
(February 1990)
(89 90 01 1)
ISBN 92-64-13323-2, 112 pp.
Psr issuG '

F100 £11.70 US$22.00 DM43

Subscription (3 issues a year):
F200 £23.00 US$44.00 DM86

REVIEWS OF NATIONAL POLICIES

FOR EDUCATION : NORWAY

(February 1990)
In this second review of educational policy in
Norway by the OECD, the examiners describe
and assess the numerous changes which have
taken place since 1974. The most striking
among these has been the strong movement
towards decentralisation and the problem it
poses for the overall management of the edu¬
cation system and evaluation strategies.
Equally important has been the rapid develop¬
ment of the Regional Colleges with the question
of their integration in a coherent system of
higher education.
(91 90 01 1) ISBN 92-64-13315-1, 116 pp.
F90 £11.00 US$19.00 DM35

Energy
IEA (International Energy Agency)

SUBSTITUTE FUELS

FOR ROAD TRANSPORT

A Technology Assessment
(February 1990)
(61 89 11 1) ISBN 92-64-13324-0, 120 pp.
F130 £16.00 US$27.00 DM51

ENERGY AND THE ENVIRONMENT

Policy Overview
(February 1990)
This study analyses the way energy policies
can be adapted to environmental concerns. It
considers the effectiveness of measures to re¬

spond to environmental problems, including
fuel substitution, improving energy efficiency,
using add-on pollution-control technologies
and cleaner energy technologies. It reviews the
methods, such as taxation, subsidies and regu¬
lation, that governments can employ to
influence the private sector to take action. The
study suggests ways for decision-makers to
evaluate these options and makes recommen¬
dations for further analysis.
(61 89 10 1) ISBN 92-64-13306-2, 232 pp.
F190 £23.00 US$40.00 DM74

(66 89 12 3) ISBN 92-64-03291-6, 370 pp.
F220 £26.00 US$47.00 DM91

NEA (Nuclear Energy Agency)

NUCLEAR ENERGY IN PERSPECTIVE

(February 1990)
(66 90 01 1) ISBN 92-64-13320-8, 132 pp.
F120 £14.50 US$25.00 DM47

See pp. 26-30 ot this OECD Observer.

EMERGENCY PLANNING IN CASE

OF NUCLEAR ACCIDENT

Technical techniques
Proceedings of a joint NEA/CEC Workshop,
Brussels, 27-29 June 1989/

LA PLANIFICATION D'URGENCE

EN CAS D'ACCIDENT NUCLÉAIRE

Aspects Techniques
Compte rendu d'une réunion de travail
conjointe de l'AEN et de la CCE, Bruxelles 27-
29 juin 1989, OECD/EEC
Bilingual (December 1989)
The Chernobyl accident revealed a number of
deficiencies in the preparedness of many coun¬
tries to respond to large nuclear accidents.
These proceedings analyse the lessons from
Chernobyl and assess the extent to which they
have been incorporated into preparedness
schemes nationally as well as internationally.
(66 89 12 3) ISBN 92-64-03291-6, 370 pp.
F220 £26.00 US$47.00 DM91

RISKS ASSOCIATED WITH HUMAN

INTRUSION AT RADIOACTIVE WASTE

DISPOSAL SITES/

RISQUES LIÉS A L'INTRUSION
HUMAINE SUR LES SITES

D'ÉVACUATION DE DÉCHETS
RADIOACTIFS

Bilingual
(January 1990)
Repositories for disposal of radioactive wastes,
near or deep below the ground surface, already
exist or are being planned in most OECD
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member countries. Assessment of the impact
of potential future human intrusion at disposal
sites, as discussed in these proceedings, forms
part of the analysis of the overall long-term
safety of disposal practices.
(66 89 13 3) ISBN 92-64-03292-4, 246 pp.
F150 £18.00 US$32.00 DM59

PROBABILISTIC SAFETY

ASSESSMENT IN NUCLEAR POWER

PLANT MANAGEMENT

(January 1990)
Probabilistic Safety Assessment (PSA) tech¬
niques have been widely used over the past few
years to assist in understanding how engi¬
neered systems respond to abnormal condi¬
tions, particularly during a severe accident. The
use of PSAs in the design and operation of
such systems thus contributes to the safety of
nuclear power plants. Probabilistic safety
assessments can be maintained to provide a
continuous up-to-date assessment ('Living
PSA'), supporting the management of plant
operations and modifications.
(66 89 08 1)ISBN 92-64-13318-6, 124 pp.
F120 £14.50 US$25.00 DM47

NEA/IEA (Nuclear Energy Agency/
International Energy Agency)

PROJECTED COSTS OF GENERATING

ELECTRICITY FROM POWER

STATIONS FOR COMMISSIONING

IN THE PERIOD 1995-2000

(January 1990)
(66 89 14 1) ISBN 92-64-13316-X, 200 pp.
F200 £24.00 US$42.00 DM78

Financial Affairs

FINANCIAL MARKET TRENDS
ISSN 0378-651 X

No. 45

Special Feature: International Trade
and Financial Situation of Eastern

Europe in 1988-1989.
(February 1990)
(27 90 01 1) 140 pp.
Per issue:

F80 £10.00 US$17.00 DM33

1990 Subscription (Nos. 45 to 47):
F170 £19.90 US$38.00 DM73

CODE OF LIBERALISATION

OF CAPITAL MOVEMENTS

1986 Edition

SUPPLEMENT No. 2

(December 1989)
The pages issued in this Supplement replace
the corresponding pages of Supplement No. 1-
issued in March 1988-to the Code of Liberali¬

sation of Capital Movements, 1986 Edition,*
and take into account Decisions of the OECD

Council adopted since Supplement No. 1 was
issued.

* This edition contains a list of international trans¬

actions and transfers the member countries of the

OECD have undertaken to liberalise. As new obliga¬
tions are introduced or reservations withdrawn or

added, the Code is amended, and until a new edition

is published supplements containing such amend¬
ments will be sent periodically, free of charge to
purchasers of this edition.
(21 86 06 1) ISBN 92-64-1 2893-X, 122 + 124 pp.
F90 £9.00 US$18.00 DM40

Industry
THE IRON AND STEEL INDUSTRY

IN 1988/

L'INDUSTRIE SIDÉRURGIQUE EN 1988
Bilingual (January 1990)
1988 saw a general upturn in iron and steel
industry activity throughout the OECD coun¬
tries. The report contains steel production,

consumption and trade figures, as well as other
indicators of activity in this industry.
(58 89 04 3) ISBN 92-64-03293-2. 52 pp.
F50 £6.00 US$11.00 DM20

Science and Technology
ICCP 'Information, Computers and Commu¬
nications Policy' Series

No. 21 TRADE IN INFORMATION,
COMMUNICATION AND COMPUTER

SERVICES

(February 1990)
Negotiations on trade in services are a key
issue in the context of the multilateral trade

negotiations of the Uruguay Round. The two
studies contained in this report examine how
trade in services concepts could be applied to
information, computer and communication ser¬
vices.

(93 90 01 1) ISBN 92-64-13327-5, 72 pp.
FF60 £7.50 US$13.00 DM23

'10 BESTSELLERS'

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

1. OECD ECONOMIC OUTLOOK

No. 46

(12 89 46 1) ISBN 92-64-13313-5
F100 £11.70 US$22 DM43

2. MAIN ECONOMIC INDICATORS

No. 12/1989 (31 89 12 3) ISSN 0474-5523

F90 £11 US$17 DM37	
3. OECD ECONOMIC SURVEYS

1988-1989 Series : United States

(10 89 02 1) ISBN 92-64-13304-6

F50 £6 US$11 DM21	
4. OECD ECONOMIC SURVEYS

1988-1989 Series : Japan
(10 89 03 1) ISBN 92-64-13314-3
F50 £6 US$11 DM21

5. OECD ECONOMIC SURVEYS

1988-1989 Series : Canada

(10 89 01 1) ISBN 92-64-13276-7
F50 £6 US$11 DM21

6. DEVELOPMENT CO-OPERATION

IN THE 1990s. 1989 REPORT

(43 89 04 1) ISBN 92-64-13300-3
F150 £18 US$32 DM62

7. EXTERNAL DEBT STATISTICS.

THE DEBT AND OTHER EXTERNAL

LIABILITIES OF DEVELOPING,
CMEA AND CERTAIN OTHER

COUNTRIES AND TERRITORIES

AT END-DECEMBER 1987

AND END-DECEMBER 1988

(43 89 05 1) ISBN 92-64-13305-4
F70 £8.50 US$15 DM29

8. THE TAX/BENEFIT POSITION

OF PRODUCTION WORKERS

(23 89 02 3) ISBN 92-64-03238-X

F150 £18 US$32 DM62	
9. EDUCATION IN OECD

COUNTRIES

1986-1987 : A COMPENDIUM

OF STATISTICAL INFORMATION

(91 89 03 1) ISBN 92-64-13284-8

F130 £16 US$28 DM54	
10. REGIONAL PROBLEMS

AND POLICIES IN GERMANY

(70 89 04 1) ISBN 92-64-13307-0
F50 £6 US$11 DM21

ADVANCED MATERIALS

Government Policy

and Technological Challenges
(February 1990)
Although their long-term impact has not been
fully analysed, advanced materials are increas¬
ingly shaping modern production techniques
(from electronics to housing). In an attempt to
redress the balance, this study describes the
challenges raised by advanced materials and
suggests ways to harmonise the development
of activities relating to materials and ensure
better diffusion within OECD economies. The

paper argues that it is essential to strengthen
university/industry co-operation, step up stand¬
ardisation, adjust education systems and
expand international collaboration. In addition,
and for the first time, the authors have made a

detailed analysis of national strategies towards
advanced materials.

(93 89 04 1) ISBN 92-64-13255-4, 212 pp.
F190 £23.00 US$40.00 DM78

See Patrick Dubarle, 'Advanced Materials: The

Silent Revolution', The OECD Observer,

No. 159, August/September 1989.

STI : SCIENCE, TECHNOLOGY
AND INDUSTRY REVIEW
ISSN 1010-5247

No. 6

(December 1989)
(90 90 01 1) ISBN 92-64-13308-9, 216 pp.
F110 £13.50 US$23.50 DM45

1990 Subscription (2 issues):
F180 £21.00 US$40.00 DM78

Social Affairs

'OECD Social Policy Studies' Series

No. 7 HEALTH CARE SYSTEMS

IN TRANSITION

The Search for Efficiency
(February 1 990)
Improved efficiency is an essential concern of
attempts to reform health care systems in
OECD countries. This collection of essays, by
European and North American experts, reviews
managerial tools and the philosophies under¬
pinning the evolution of expenditure on health
care. It also updates OECD health datafiles,
first published in 1985.
(81 89 05 1) ISBN 92-64-13310-0, 208 pp.
F140 £17.00 US$30.00 DM55

Statistics

MAIN ECONOMIC INDICATORS

Historical Statistics 1969-1988/

PRINCIPAUX INDICATEURS

ÉCONOMIQUES

Statistiques rétrospectives 1969-1988
Bilingual
(February 1990)
Supplements the monthly bulletin, Main Eco¬
nomic Indicators, by providing the user with
considerably longer-run homogeneous data for
most of the series it includes. It shows historical

data for indicators which have been incorpo¬
rated in the monthly publication since the pre¬
vious edition. For other series, the data pre¬
sented here take into account revisions by the
compiling agency, as well as the most recent
seasonal adjustments.

INDUSTRIAL STRUCTURE

STATISTICS 1987/

STATISTIQUES DES STRUCTURES

INDUSTRIELLES 1987

Bilingual
(January 1990)
Provides annual data covering a number of
variables (production, value added, number of
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establishments, employment, wages and sala¬
ries, exports, imports and investment) for two-
to four-digit ISIC manufacturing classes and
some one- to two-digit non-manufacturing
classes. The series are derived from industrial

surveys, foreign trade data or national
accounts. A section of qualitative information
on national sources and methods is included.

(70 89 05 3) ISBN 92-64-03294-0, 162 pp.
FF120 £14.50 US$25.00 DM47

NATIONAL ACCOUNTS/

COMPTES NATIONAUX

Bilingual
VOLUME 1 :

Main Aggregates 1968-1988
Principaux Agrégats 1960-1988
(January 1 990)
(30 90 01 3) ISBN 92-64-03295-9, 152 pp.
F120 £14.50 US$25.00 DM47

Tourism

TOURISM POLICY AND

INTERNATIONAL TOURISM

IN OECD MEMBER COUNTRIES

(January 1990)
The year 1 988 saw a continuation of the expan¬
sion of international tourism in the OECD area.

But this growth and transport deregulation are
leading to increasing concern over the inade¬
quacies of infrastructure and the impact of
tourism on the environment. A special chapter
is devoted to government intervention in the
field of tourism since the 1970s, particularly
1987 and 1988.

(78 89 02 1) ISBN 92-64-13312-7, 218 pp.
F195 £23.50 US$41.00 DM76

Transport
Road Transport Research Series

INTEGRATED TRAFFIC SAFETY

MANAGEMENT IN URBAN AREAS

(January 1990)
Integrated traffic safety programmes are
increasingly considered by urban authorities as
an important element of public management.
This report provides an up-to-date summary of
current experience, highlighting requirements
for successful implementation.
(77 89 06 1) ISBN 92-64-13317-8, 132 pp.
F120 £14.50 US$25.00 DM47

ECMT (European Conference of Ministers of
Transport)

Round Table No. 80

SYSTEMS OF ROAD INFRASTRUCTURE

COST COVERAGE

(December 1989)
Too much traffic? Road networks are increas¬

ingly unable to cope with ever-expanding require¬
ments. Since road congestion can jeopardise
vital economic interests, some specialists are
advocating a process of user selection, essen¬
tially by means of a price mechanism. This
Round Table examines the introduction of 'road

pricing'-or a similar method in the form of tolls
and compares approaches adopted in a
number of countries.

(75 89 12 1)ISBN 92-821 -1144-X, 186 pp.
F130 £16.00 US$28.00 DM54

LIST OF DESCRIPTORS IN

TRANSPORT ECONOMICS

International Co-operation in Transport
Economics Documentation (ICTED)
4th edition, 1989/
LISTES DE DESCRIPTEURS

D'ÉCONOMIE DES TRANSPORTS

Coopération internationale en matière
de documentation sur l'économie des

transports (CIDET)
4e édition, 1989/
DESKRIPTORENLISTE

DER VERKEHRSWIRTSCHAFT

Internationale Zusammenarbeit zur

Dokumentation ùber Verkehrswirtschaft

4. Ausgabe, 1989
(December 1989)
(75 89 07 3) ISBN 92-821-0135-5, 122, 118, 122 pp.
F450 £54.00 US$94.50 DM185

OECD STATISTICS

ON MICRO-COMPUTER

The data are provided on diskette for IBM-compa¬
tible micro-computers on 5Vt inch, double-sided,
double-density diskettes formatted on both sides to
360 Kbytes or on 3/2 inch, double-sided, double-
density diskettes formatted to 720 Kbytes. OECD
data are supplied in a compressed (CMP) format and
the diskette contains a simple programme to
translate the files into other formats : WKS, WK1 , DIF,

SLK, PRN, TXT. The data can therefore be readily
used with software packages such as LOTUS 1-2-3,
SYMPHONY, MS-DOS, MULTIPLAN and VISICALC.

Technical documentation accompanies each data
package.

Statistical data currently available on micro-com¬
puter diskette include:

THE ECONOMIC OUTLOOK

Annual subscription : FF2.100 US$400

ANNUAL NATIONAL ACCOUNTS

Annual subscription : FF1 ,400 US$250

QUARTERLY NATIONAL ACCOUNTS

Annual subscription : FF2.400 US$425

MAIN ECONOMIC INDICATORS

Annual subscription : FF6.500 US$1,250

MAIN ECONOMIC INDICATORS

Historical Series (1960-1969, 1970-1979, 1979-1988)
Price per decade set : FF2.300 US$420

EXTERNAL DEBT STATISTICS

Annual subscription : FF600 US$110

GEOGRAPHICAL DISTRIBUTION OF FINANCIAL

FLOWS TO DEVELOPING COUNTRIES

Annual subscription : FF1 ,400 US$250

INTEREST RATES ON INTERNATIONAL

AND DOMESTIC MARKETS

Annual subscription : FF3.000 US$525

STATISTICS OF EXTERNAL INDEBTNESS:

BANK AND TRADE-RELATED NON-BANK

EXTERNAL CLAIMS ON INDIVIDUAL

BORROWING COUNTRIES AND TERRITORIES
Annual subscription : FF600 US$110

LEADING INDICATORS

AND BUSINESS SURVEYS

Annual subscription : FF5.000 US$900

MAIN SCIENCE

AND TECHNOLOGY INDICATORS

Annual subscription : FF600 US$1 10

MONTHLY OIL AND GAS STATISTICS

Annual subscription : FF7.200 US$1,250

MONTHLY OIL AND GAS TRADE DATA

Annual subscription : FF4.800 US$850

ANNUAL COAL INFORMATION

Annual subscription : FF2.400 US$425

Many statistical files are available also
on magnetic tape for use on mainframe computers.

For more information contact:

OECD Publication and Information Centres

in Washington, Tokyo or Bonn
or

Client Services Unit

OECD Publications Service, Paris

PP>>||

OECD HEADQUARTERS, PARIS

Vacancies can occur in the OECD Secretariat

in the following disciplines:

Public Administration

Balance of Payments
National Accounts

Agricultural Economics
Development Economics
Energy Economics
Industrial Economics

Labour Economics

Monetary Economics
Econometrics

Urban Studies

Fiscal Policy
Nuclear Engineering
Macro-economics

Nuclear Physics
Education Policies

Social Affairs

Statistics

Computing and Communications

Qualifications:

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

Initial appointment:

two or three years
Basic annual salary

from FF 233,000 or FF 303,000 (Adminis¬
trator) and from FF 336,000 (Principal
Administrator), supplemented by further ad¬
ditional allowances depending on residence
and family situation.
Vacancies are open to both male and female
candidates from OECD member countries.

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

Personnel Division

OECD

2, rue André-Pascal
75775 PARIS CEDEX 16

FRANCE

ilia
®BREL
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Tel. (021)635.08.65

TAIWAN
Good Faith Worldwide Int'l. Co. Ltd.

9th Floor, No. 118, Sec. 2
Chung Hsiao E. Road
Taipei Tel. 391.7396/391.7397
Telefax: (02) 394.9176

THAILAND

Suksit Siam Co. Ltd.

1715 Rama IV Road, Samyan
Bangkok 5 Tel. 251.1630

TURKEY

Kultur Yayinlari Is-Turk Ltd. Sti.
Ataturk Bulvari No. 191 /Kat. 21
Kavakl idere/Ankara

Dolmabahce Cad. No. 29

Besiktas/lstanbul
Telex: 43482B

Tel. 25.07.60

Tel. 160.71.88

UNITED KINGDOM

H.M. Stationery Office
Gen. enquiries: Tel(01) 873 0011
Postal orders only:
P.O. Box 276, London SW8 5DT
Personal Callers HMSO Bookshop
49 High Holborn, London WC1V 6HB
Telex: 297138 Telefax: 873.8463

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

UNITED STATES

OECD Publications and Information Centre

2001 L Street N.W. , Suite 700
Washington, D.C. 20036-4095

Tel. (202)785.6323
Telex: 440245 WASHINGTON D.C.

Telefax: (202)785.0350

VENEZUELA

Libreria del Este

Avda F. Miranda 52, Aptdo. 60337
Edificio Galipan
Caracas 106 Tel. 951.1705/951.2307/951.

Telegram: Libreste Caracas
1297

YUGOSLAVIA

Jugoslovenska Knjiga
Knez Mihajlova 2, P.O. Box 36
Beograd
Telex: 12466 jk bgd

Tel. 621.992

ICELAND

Mai Mog Menning
Laugavegi 18, Postholf 392
121 Reykjavik Tel. 15199/24240

PORTUGAL

Livraria Portugal
Rua do Carmo 70-74

1117 Lisboa Codex Tel. 347.49.82/3/4/5

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

Director: Lucien Dantin Printed in France



1988/1989

OECD

ECONOMIC

SURVEYS

OECD

ECONOMIC

SURVEYS

UNITED STATES

I
JAPAN

1988/1989

OECD

ECONOMIC

SURVEYS


