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The OECD is thirty years old. For an inter¬
national organisation, as for a human
being, this is a time of life when routine
and intellectual complacency can already
have induced premature aging. Or, alter¬
natively, it can be an time which, provided
one has worked hard to give oneself the
means and the enthusiasm, opens up the
prospect of mature achievement.

The OECD a
Jean-Claude Paye

Secretary-General of the OECD

I have every reason to believe that it is
the second description which fits the
OECD, as it has had neither the temptation

nor the opportunity to become trapped in
routine. The problems it has had to con¬
tend with have constantly evolved, while
world events require it to play a more
important role. Before illustrating these
two points, a brief description of the
OECD.

An Original Type
of Organisation

The OECD differs from any other inter¬
national organisation in a number of
ways.

First, there is the homogeneity of its
composition. Journalists tend to call it
'the rich man's club', which is simplistic,
to say the least, because there are a
number of non-member countries that

have a higher per capita income than
some OECD countries. The real common

denominator of the club - for that is what

it is - is to be found in its shared values.

In the economic sphere, this means the
market economy. In the world of politics
it is pluralist democracy, which all mem¬
ber countries have now recognised as
providing the fertile ground which is
needed to nurture the market economy,
itself founded on individual freedom and

initiative.

Second, the OECD is notable for the

way it works. In more than 150 commit¬
tees and working parties, government
officials and ministers, with the help of the

Secretariat and, in many cases, of experts
from the academic world, business and

the unions, meet to consider how to im¬

plement the best possible policies in their
own particular areas of interest. Any
OECD meeting is, in fact, a form of
advanced training seminar. The collective
wisdom it generates influences policy
formation and development in member
countries.

Third, the Organisation's areas of acti¬
vity cover the whole spectrum of
economic and social policy, from macro¬
economics to education, from shipbuild¬

ing to rural development, from the envi¬
ronment to development assistance, from
trade to science and technology policy.

It is thus an organisation which dis¬
burses no money, has no supranational
powers, and is more a place for research
and discussion than a forum for negotia¬
tion or rhetoric. But it is an organisation,
nevertheless, whose usefulness is borne

out by the annual participation at its
meetings of nearly twenty thousand
people, and by the fact that its publica¬
tions are known and used the world over.

New

Activities

A glance at the way the OECD's activities
have evolved over the past decade

prompts two comments.
First, new areas have been explored.

Environmental questions, for example, on
which the OECD was the first to focus,

quite some time ago. Then there is
economic policy analysis which, although

The OECD OBSERVER 167 December 1990/Januaiy 1991



EDITORIALI

concentrated for a long time on short-term
prospects and problems, has expanded
to take in the whole gamut of structural
issues. Then again, the internationalisa¬
tion of financial markets, driven by techni¬
cal progress and deregulation, has led
the OECD to analyse in depth both the
advantages and risks attaching to this
rapid transformation.

Second, member-country governments
are increasingly asking the OECD to pool
the expertise gained in different sectors
and specialities in order to carry out multi-
disciplinary studies. Examples are legion.
There is the technology/economy pro¬
gramme, which investigates the multi-
faceted interaction between innovation

and economic performance; the rural
development programme, which seeks to
pinpoint factors favourable or unfavour¬

able to rural development; the study of
the 'interfaces' between environmental

considerations and economic, energy,
development assistance, health and

safety, science and technology policies.
Constantly having to deal with new

problems undoubtedly helps keep the Or¬
ganisation on its toes. But it is not only
the problems that are new.

New

Partners

The change of decade coincides with
virtually universal recognition of the fact
that the economic, political and social
values on which the OECD countries build
their progress are the best. From Korea
to Chile, via the countries of central and

eastern Europe, as well as in nearly all the
developing world, hopes for prosperity
are being pinned on the market economy
and on pluralist democracy.

So it is not at all surprising that the
OECD is establishing contacts, dialogue
and co-operation with a growing number
of non-member countries.

For two years now there has been a de¬

veloping dialogue with several especially
dynamic Asian economies (South Korea,
Singapore, Taiwan, Hong Kong, Malaysia
and Thailand). Issues of common inter

est - the international trading system,
technology, economic forecasting and so
on - are being discussed. Each side has
much to learn from the other, and as time
goes by the agenda is likely to be ex¬
tended still further.

The recent dramatic changes in central
and eastern Europe also call for dialogue
and co-operation. Several countries there

have clearly indicated that they hope one
day to become members of the OECD.

All of them have said that they want to
co-operate with it. That is why, in view of
the quite specific problem posed by these
countries - the speedy transition from a
centrally planned to a market economy -
the OECD has set up within its Secretariat
a Centre for Co-operation with the Euro¬
pean Economies in Transition, which has
launched a highly diversified programme
of co-operation.

Last, it seems clear to me that the con¬

tacts already established with a number
of Latin American countries are destined

to take on even more importance in the
future, above all if these countries,
through efficient co-operation between
regions, are able to implement the poli¬
cies that are necessary in order for them
to play their full part in world growth.

'Jack of all trades, master of none', as a
wise proverb has it. It would be ill-advised,
even stupid, for the OECD to seek to
multiply its activities and contacts at all

costs. Even if money were no object -
and this is far from being the case - if the
Organisation tried to expand in so many
directions that the quality and nature of
its work were impaired, it would very soon
outlive its usefulness, and thus its raison

d'être in the eyes of its member countries.
A club it is and a club it must remain -

but certainly not a closed one.
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The Brave New World
of Telecommunications

lUT
Amy Plantin

The telecommunications

industry is about to enter
a new era, cordless
and monopoly-free,

with competition offering
choice in both service

and equipment. The OECD
marks this transformation

with the inaugural edition
of the biennial

Communications Outlook.1

I
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The link between an efficient tele¬

communications sector and a pro¬
ductive economy is now well under¬

stood. Telecommunications is, to the in¬

formation revolution, what transport was
to the industrial revolution - no less than

the lifeblood of economic growth. The
provision of public telecommunications
services in OECD countries has been

transformed in the 1980s into a high-
growth, profitable and competitive busi¬
ness. Both technical and regulatory trends
have strengthened the commercial posi¬
tion of public telecommunications
operators (PTOs). Access to investment
funds has also improved and PTOs are
spending more than ever before on digital
switching, new services (such as inte¬
grated services digital networks (ISDN)
and satellite services), mobile communi¬
cations and modernised infrastructure.2

The telecommunications industry, de¬
fined narrowly to include telecommunica¬
tions equipment and services, accounts
for sales of around $350 billion in OECD

countries or 2.5% of GDP (20% in hard¬
ware sales, and the rest in services) and
employs 2.8 million workers.

Technical progress and deregulation
shaped the 1980s into a decade of un¬

paralleled change. The future is very
bright. PTOs and service providers are in¬
creasingly profitable, despite, or perhaps
because of, the introduction of competi¬
tion (Figure 1). Manufacturers are gearing
themselves up for a new wave of invest¬
ment in mobile, cordless communications

which promises to be even more signifi¬
cant for the telecommunications industry
than personal computing was for the
computer industry over the last ten years.
Users for their part are gaining experience
in building their own, private voice and
data communications networks and are

using communications innovatively to add
value to their main business pursuits.

Yet there remain a number of unresolved

problems which await the attention of pol¬
icy-makers in the new decade:

the benefits enjoyed by domestic users -
lower, cost-oriented tariffs and the easing

Amy Plantin is a consultant in the Information, Computer
and Communications Policy Division of the OECD
Directorate for Science, Technology and Industry.

of restrictions on the use of private circuits -
have to be extended to international traffic

the uneven pattern of liberalisation in

service provision and terminal supply is
causing short-term trade frictions

the boundary between telecommunica¬
tions and audio-visual services is increas¬

ingly blurred, presenting regulators with a
number of difficult problems.

From Monopoly
to Market

The 1 980s was a decade when the tele¬

communications industry in many OECD
countries changed from being state-run
monopolies to deregulated, competitive
enterprises. The mechanics and speed of
this shift varied from country to country.
The United States pared down the AT&T
monopoly, creating seven autonomous
Bell Regional Operating Companies
(BOCs). Japan instituted competition
throughout the network, differentiating
between owners and operators of tele¬
communication facilities and other service

providers. The United Kingdom guaran¬
teed a fixed-link duopoly until at least
1990, at the same time assuring a degree
of competition in all areas of the network.

Many countries approached the situa¬
tion in a more conservative manner, author¬
ising competition in all sectors except
voice communication, which remained

under the monopoly control of a single
operator. Only New Zealand implemented
competition in the purest sense, by placing
no restrictions on the number of entrants

into telecommunications service markets,
none on the types of telecommunications
services that may be offered, and no
industry-specific regulations.

The early phases of liberalisation raised
many questions for the telecommunica¬

tions industry on the quality of service and
its availability. But for most users cost re¬
mained the central issue. Telephone
charges have declined in relative terms in
all OECD countries but this has been more

than compensated for by increasing
usage and spending on telecommunica¬
tions services. Yet the benefits of declining
tariffs have not been evenly spread. A
basket of telephone calls of the same dis

tance, duration and time of day can cost
more than five times as much for residen¬

tial subscribers in Turkey than it would in
Iceland, and up to ten times as much for
business subscribers.3 This inequality of
price is very hard to justify to the user and
can cause serious damage to the eco¬
nomy and society by hindering the com¬
petitiveness of businesses and by limiting
social exchange.

International calls have long been a very
profitable area for PTOs. With the growth
of international trade and travel, the de¬

mand for readily available international
telecommunications increases. Yet many
cost discrepancies exist. International
tariffs are being evaluated at the OECD to
help identify ways that might ease the in¬
equalities in the current tariff structures.4

The current system of international ac¬
counting rates has, for some countries, at
least, worsened trade imbalances in basic

telecommunications services - which may
grow worse yet unless the system for
accounting and revenue sharing can be
improved.

Helping the Customer
Choose

A competitive environment ought to en¬
sure the highest quality of service at the
lowest possible price. To choose between
suppliers, a subscriber must be able to

assess quality and price, but at present
very few statistics on quality of service are
systematically available. Selective report¬
ing of statistics in advertising may confuse
or even mislead the customer. More clar¬

ity is required in the reporting of quality of
service, as are formal procedures that
correctly process customers' queries
about the accounts. At the moment, only
large businesses, and preferred clients,
may demand contracts which guarantee
service and specify penalties for failure to
deliver. Although this protects the large

1. Communications Outlook, OECD Publications,
Paris, 1990.

2. See pp. 15-18.	
3. See Tim Kelly, 'Value for Money in Telecommunica-
tions', The OECD Observer, No. 164, June/July 1990.

4. See pp. 11-14.
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client, it continues to put small business
and residential subscribers outside this

protective ring. Competing suppliers now
looking for ways of attracting new clients
might offer a 'general service agreement'
whereby failure to meet the agreed stand¬
ards would mean financial compensation
for the client.

In addition to changes in the provision
of telecommunications services, there

have been important developments in the
equipment market which, in 1988, totalled
$77.2 billion, an increase of 11.6% over

the previous year. Although AT&T con¬
tinues to head the list, it is now rivalled by

two European firms: Alcatel, which acquired
the European telecommunications busi¬
ness of IT&T in 1986, and Siemens/GPT,

which was established through the joint
take-over of Plessey in 1989 (Figure 2).
The companies with the largest revenue
increases are those with the largest stake
in mobile communications, such as

Ericsson (27%) and Motorola (23%). This
trend of increasing revenues should con¬
tinue as more countries examine the use

of mobile communications. Some nations,

including Eastern European countries,5
may consider mobile communication not
only as an extension to the existing net¬
work but as competition to the estab¬
lished supplier and as a substitute to a
fixed-link network where the existing
infrastructure is outdated or inadequate.

The New World

of Mobile Telephony

Mobile telephony enjoyed tremendous
success in the late 1980s, leading the tele¬
communications industry into a new era.
The Table shows the penetration rate and
mobile technology used in OECD coun¬
tries. Before the advent of cellular radio

technology, mobile communications were
limited to only those 'exclusive' users who
could pay the hefty price. The networks
were low-capacity and for the most part
required operator control, making them
more a status symbol than a service that
might stimulate demand.

The new cellular technology, in essence,

brought mobile technology to the doorstep
of the average user. It can handle a much
larger number of users, and occupies a
minimum of the limited radio spectrum.

PUI
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Large numbers of users join the ranks of
subscribers every year, and new networks
are constantly becoming available, with
no sign of demand saturation in sight.
Technological advances and intense com¬
petition have cut the cost of end-user
equipment in half, a trend expected to
continue into the 1990s. Only the basic
service charge, which is still considered
expensive for the average user, continues
to leave a large untapped market. The
general decline in the price of technology,
the expanding consumer-base and install¬
ation of free portable telephones have
allowed even general retailers to market
the equipment required.

Liberalising and opening telecommuni¬
cations markets to foreign competition
has shifted international trade balances

(Figure 3). The most important change in
telecommunications trade followed the di

vestiture of AT&T in the United States,

where the surplus of $213.8 million in
1980 was transformed to a deficit of

$2,372.8 million in 1987. This was princi¬

pally because of the liberalisation of the
market for equipment for customers'
premises (for example, telephone hand¬
sets, faxes and cordless telephones) and
the elimination of the regulation requiring
that at least one telephone be rented di¬
rectly from the PTO. Trade in central office
switching equipment (the PTO-owned
equipment which uses a centralised site
to switch calls to their destination) has not

altered markedly despite deregulation, not
least because of the time and cost involved

in changing suppliers.
Export trade of telecommunications

equipment in OECD countries increased

5. See pp. 19-22.
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Figure 2
REVENUE AND NET INCOME

OF PUBLIC TELECOMMUNICATIONS OPERATORS, 1988
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to $13.2 billion in 1987, from $6.8 billion
in 1980, a 10% annual increase between

1980 and 1987. The volume of telecom¬

munications exports compared with total
manufacturing exports has become a
major trade indicator. Telecommunica¬

tions form a substantially larger proportion
of the manufacturing exports for Sweden,
Japan and Finland. The main customers

for OECD exports have also changed in
the past and will continue to alter, meeting
the demands of new emerging economies

in Europe and Asia. In the late 1970s and

early '80s, 63% of OECD exports were
sent to non-member nations, a figure
which had dropped to 43.8% by 1987.
This trend is largely accounted for by the
decrease of OECD exports to OPEC na¬
tions. Exports to non-OECD nations are
expected to rise to accommodate demand

from Eastern Europe during the building
and upgrading of their network infrastruct¬
ures.

Another phenomenon in the telecom

munications equipment market is the
movement from corporate acquisitions to

tactical alliances intended to give com¬
panies international scope and permit two
or more to combine their individual

strengths to increase their chances of sur¬
vival in the market. Alliances are also quite
common in the switching market where
research and development costs for de¬
veloping a new range of switch becomes
too heavy for a single company to justify.

One of the drawbacks to cross-country
alliances is the rainbow of specifications,
which makes the costs of manufacturing
equipment to meet them prohibitive. Press¬
ure by manufacturers on governments to
move quickly to unified standards will in¬
crease as markets become more global.
Alliances will aid the continued libéralisa-

Table

MOBILE COMMUNICATIONS

IN OECD COUNTRIES, 19891

Subscribers

Penetration

rateper 100
inhabitants

Australia 150,000 0.92

Austria 54,534 0.72

Belgium 26,864 0.27

Canada 462,000 1.78

Denmark 116,342 2.27

Finland 139,392 2.83

France 147,389 0.26

Germany 138,511 0.23

Greece n.a. n.a.

Iceland 7,523 3.06

Ireland 8,500 0.24

Italy 66,000 0.11

Luxembourg 406 0.11

Japan 242,888 0.20

Netherlands 49,500 0.34

New Zealand 30,000 0.90

Norway 173,237 4.09

Portugal 2,782 0.02

Spain 23,779 0.06

Sweden 309,491 3.69

Switzerland 57,995 0.88

Turkey 5,101 0.01

United Kingdom 699,000 1.23

United States 3,500,000 1.42

OECD 6,398,234 0.78

n.a. not available

1. Data for September 1989 or most recent.

Sources: FINTECH, PTO annual reports
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Figure 3

TRADE BALANCES FOR SELECTED OECD COUNTRIES
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tion of procedures by which terminal
equipment is approved, including the
acceptance of self-certification by manu¬
facturers so that users may benefit from
cheaper and better-quality equipment.
This is a domain where the OECD con-

HOME-GROWN NETWORKS

Private networks are now carrying an in¬
creasing share of traffic, especially data
communications. Companies are searching
for the ideal country in which to base their
primary network hubs or trying to decide
from which countries hubs should be re¬

moved.

Two main factors in determining a hub
location are the cost of leased-line tariffs

and the available bandwidth. Other factors

are freedom from regulatory constraints,
availability of service, taxes, government
grants, cost of labour and office rent. Cur¬
rently there are about 14,000 private net¬
works in Western Europe, with a large
number centred in the United Kingdom,
which historically has kept leased-line tariffs
low to encourage new corporate centres.

Although communication charges are a
major concern for European headquarters,
in the United States they represent a smaller
percentage of the total cost of running a pri¬
vate network. According to a study by the
Massachusetts Institute of Technology of
the private networks of 14 companies in the

United States, personnel costs accounted
for 30-50%, equipment less than 25% and
communication charges only 10% of the
total cost. Private networks will continue to

increase as businesses gain the internal
competence to challenge what was once
the preserve of the PTO. The autonomy pro¬
vided by a private network is becoming re¬
garded as a necessity as businesses are be¬
coming more concerned with security and
system availability.

siders the scope for reform to be large,

especially in costs and delays. In the past
laborious approval procedures were used
as a way to discourage import trade. This

attitude supports indigenous manufact¬
urers, but is changing as suppliers in
general notice a shift in attitude towards
the universal use of important technology

regardless of its origin.
New services on the horizon or in the

infant stages of public use will change
policy, influence trends in trade and will
tend to merge markets which until now
had been completely separate. One such
example is the debate on the future of

high-definition television (HDTV) which is
just beginning: will it be the bridge con¬
necting the broadcasting sector with the
telecommunications sector? To benefit

from all the possibilities of HDTV, such as
interactive video, information services and

integrated appliances (box, right), tele¬
vision sets will have to be connected to

the network infrastructure. The most

effective way to achieve this integration
would be to bring fibre-optic cable to the
home, allowing one cable to service the
telephone and the television alike. The

heated controversy on whether to lift the
restriction which, in many countries, pre¬
vents telecom operators from carrying
television signals and cable companies
from being PTOs is based on the idea that
if either sector could increase its scope of
activity, and therefore increase its reve¬

nues, taking fibre to the home might then
become economical.

The rapid expansion of mobile com¬
munications and, soon, HDTV, aided by a
business environment of lower tariffs and

A REVOLUTION IN THE HOME

The transformation of telecommunications

will affect the private consumer of leisure
activities just as much as international big
business, as three examples among many
will show.

Information services might be made avail¬
able simply by slipping circuit boards into
machine slots. One idea in this field would

be an electronic version of a daily news¬
paper that is edited according to a reader's
particular interests, a form of a specialised
news service.

Integrated appliances would link a com¬
puter brain inside a 'smart' television set,
providing in-house alarms for fire and theft,
turning off lights in unoccupied rooms or
simply turning off appliances at specified
times.

Interactive video combines a recorded

video on a compact disc and computer in¬
telligence, allowing the viewer to select only
those areas of individual interest. This tech¬

nology can also create realistic games and
entertainment.

deregulation, bodes well for telecommuni¬
cations in the 1990s. New markets, not

least in Eastern Europe, will influence
trade and open new marketing venues for
western companies willing to take the risk.
The 1980s were focussed on cleaning up
the domestic market, through deregula¬
tion and the instigation of internal compe¬
tition. The 1990s must be more inter¬

national in scope. Regulators must be will¬
ing to lift the numerous restrictions on the

use of private circuits and examine cost-
oriented tariffs - and on a global scale.
They must also push ahead with deregula¬
tion to allow competition to work in the
market. The result will be a more satisfied

user, benefiting from state-of-the-art
technology, wherever in the world he may
be.
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The Cost

of Calling Home
Dimitri Ypsilanti

An international telephone call can sometimes cost twice as much in one direction
as in the other. What framework for tariffs would ensure equability in the treatment

of consumers, promote competitiveness in the provision of services
and guarantee transparency in accounting practices?

Telecommunication administrations

have traditionally operated as
monopolies in the delivery and

switching of domestic telecommunica¬
tions traffic. And in most countries these

administrations (or other monopoly carriers)
have also been responsible for handling
international communications. Making an
international telephone call requires the
connection of the domestic network of the

country where the call originates, through

an international exchange, to an inter¬
national line and, through another inter¬
national exchange, to the domestic network
of the country where the call is terminat¬
ing. In effect, existing market structures
have excluded foreign carriers from carry-

Dimitri Ypsilanti is an economist in the Information,
Computer and Communications Policy Division of the
OECD Directorate for Science, Technology and Indus¬
try.

ing international traffic directly to end-
users even though this is technically poss¬
ible.

The present system has therefore re¬
quired international carriers to reach

agreement with carriers in other countries

for the joint provision of telecommunica¬
tion traffic so as to obtain end-to-end con¬

nectivity. In a number of cases such
agreements have also to be concluded

with countries through which the traffic
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has to pass in transit. Often, too, inter¬
national facilities, such as the transatlantic

cable systems, are jointly owned, oper¬
ated and maintained.

The bilateral operating agreements be¬
tween international telecommunication

carriers, which set out the conditions and

prices for services offered, have tradition¬
ally been based on a framework set down
by the International Telecommunication
Convention, its Regulations and the relevant
Recommendations of the International

Telegraph and Telephone Consultative
Committee (CCITT).

Market

Developments
Although the institutional and account¬

ing frameworks for international telecom¬
munications have remained stable, import¬

ant changes have occurred in inter¬
national telecommunication markets. A

substantial amount of capacity is being
added to the major international traffic
routes, those between Europe and North
America, and between North America and

South East Asia (about 60% and 20% of
world traffic respectively). The TAT-8
(Transatlantic) fibre optic underwater
cable which began operation across the
Atlantic in 1988 has more than twice the

capacity of the existing copper-wire cables
in operation across the Atlantic (TAT-5, 6
and 7). Other transatlantic fibre cable
proposed or under construction will add
yet more capacity. TAT-9, for example, is
expected to double the capacity of TAT-8
across the North Atlantic but will only cost

20% more, resulting in lower average
costs per circuit.

Indeed, international capacity is grow¬

ing faster than the traffic it is intended to
carry, a discrepancy which, combined
with technological developments which
are reducing costs, will put downward
pressure on the price of international
communications - although it remains
true that for most international calls the

highest cost is incurred by national trans¬
mission and switching requirements rather
than by international transmission.

Yet international telephone traffic has
also grown rapidly even though its share
of total traffic is still small. Forecast

growth in outgoing telephone traffic for

OECD countries is estimated to be about

5.6% between 1987 and 1992, and in a

number of countries where new services

using the public switched telephone net¬
work are expanding (fax is an obvious
example), this growth is likely to be much
higher. In contrast to the relative small
share accounted for by international traffic
in the total traffic carried by telecommuni¬
cation operators, its share in the total rev¬
enue earned from telephone traffic by
telecommunication administrations is

considerably higher. In 1987, for example,
international communications accounted

for about 14% of the revenue of Tele¬

fonica in Spain but only 0.7% of total tele¬
phone traffic.

What Trends
in Prices?

International charges have almost al¬
ways been high and, along with domestic
long-distance services, have been used
as a revenue source to cross-subsidise

Table 1

TIME SERIES TRENDS

IN INTERNATIONAL CALL TARIFFS

Cost of peak-rate, three-minute call,
local currency, June 1989
1979=100^

Germany 33.36 78.37 69.!

30.63 73.31

United Kingdom 55.04 64.87 90.82

1 . Adjusted for inflation.
Source: OECD

local telephone services. Nevertheless, as
Table 1 shows, the prices of international

dialled call charges have been substan¬
tially lowered, particularly for transatlantic
routes. In many countries distortions in¬
troduced by cross-subsidisation mean
that international prices will be difficult to
reduce, since telephone charges - local
call charges, national long-distance and
international call charges alike - will have
to be totally rebalanced in order to move
towards cost-oriented prices. Often such
restructuring requires political sanction

and cannot be undertaken by public tele¬
communication operators on their own.

Although international telephone charges
have been reduced there is still a substan¬

tial imbalance in the OECD area between

charges for calls originating in one country
and calls terminating there. Of the total
bilateral collection charges between
OECD countries 5% are more than twice

the cost of a call in the opposite direction
(Table 2), and another one in ten is 50%
more than the cost of a call in the opposite
direction. Moreover, a number of coun¬

tries (Belgium, Denmark and Greece, for
example) have not yet introduced off-peak
international charges or do so only for a
limited number of destinations and several

European countries (Germany, Austria,
Switzerland and Portugal) do not have
generalised off-peak charges for trans¬
continental calls. This lack of time-of-day

charging practices is generally inefficient
since it fails both to maximise network use

and to encourage customers to make
calls during periods when there is less
congestion on the network. And differ¬
ences in the price of calls are obviously
important: not only will they have an influ¬
ence both on the volume of calls originat¬

ing in a particular market, they can also
influence the direction in which calls are

made.

International

Imbalances?

A number of countries have expressed
concern about increasing deficits in the

balance of payments in bilateral inter¬
national telecommunications. The United

States' Federal Communication Commiss¬

ion in particular was worried by a deficit
that was increasing by 20% a year and
which had reached $2 billion by the end
of 1988. These deficits, arising from traffic
imbalances, are partly because of high

collection charges and accounting rates
(box) in a number of countries. They can
also be explained by other socio¬
economic reasons: the structural and

trade characteristics of the economy, for
example, the degree of foreign direct in¬
vestment, the distribution of immigrant
populations (who will call their home
countries), time-zone differences and the
extent to which new services are used.
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Table 2

PEAK-RATE INTERNATIONAL TELEPHONE CALLS BETWEEN
Cost of a peak-rate, three-minute call, in US$, December 1 989

OECD MEMBER COUNTRIES

To:

^ T*

From:
ix. u_ O C3 « .£ S

-S" ô. -c
o

Q-
S

CO

.*: 4=>

Australia 4.04 4.04 4.04 4.04 4.04 4.04 4.04

Austria 6.31 1.95 4.05 1.95 3.00 1.95 1.95

Belgium 11.25 3.00 6.43 3.00 3.00 1.93 2.08

Canada 4.24 5.25 5.25 4.64 4.64 4.24 5.25

Denmark 5.30 1.71 1.43 5.30 1.02 1.71 1.43

Finland 4.74 2.79 2.79 4.74 1.39 2.79 2.79

France 8.90 3.05 2.09 4.35 2.09 3.05 2.09

Germany 4.95 1.82 1.82 4.95 1.82 2.04 1.82

Greece 10.44 2.22 2.87 8.27 2.87 3.52 2.87 2.87

Iceland 7.49 4.37 4.37 5.96 3.31 3.64 4.37 4.37

Ireland 10.44 3.76 2.58 6.30 2.58 3.76 2.58 2.58

Italy 12.62 3.13 3.59 9.31 3.59 4.12 3.13 3.13

Japan 7.76 10.68 9.84 9.55 10.68 10.68 9.84 9.84

Luxembourg 9.46 1.59 1.13 5.67 1.59 2.65 1.59 1.59

Netherlands 8.22 2.04 1.55 3.65 1.55 2.53 1.55 1.55

New Zealand 2.76 5.44 5.44 5.44 5.44 5.44 5.44 5.44

Norway 8.12 2.50 2.50 5.05 1.30 1.30 2.50 2.50

Portugal 6.84 2.77 2.77 5.93 2.77 3.17 2.77 2.77

Spain 12.49 3.67 3.08 10.28 3.08 3.67 3.08 3.08

Sweden 7.13 2.30 1.90 3.20 1.04 1.04 2.30 1.90

Switzerland 5.85 2.06 2.06 3.65 2.56 2.56 2.06 2.06

Turkey 10.70 5.35 5.35 10.70 5.35 5.35 5.35 5.35

United Kingdom 4.97 2.74 2.26 3.98 2.26 2.74 2.26 2.26

United States 5.93 4.02 4.02 1.55 4.02 4.02 4.02 4.02

4.98

3.00

3.00

5.57

1.71

3.27

2.09

1.82

4.90

2.58

3.13

10.68

1.59

2.53

5.44

2.50

2.77

3.08

2.95

2.56

3.64

2.74

4.02

4.04

3.00

3.00

5.57

2.04

3.14

3.05

2.04

5.22

3.76

4.12

10.68

2.65

2.53

5.44

2.50

3.17

3.67

2.95

3.65

5.35

2.74

4.02

4.04

3.00

1.93

4.64

1.71

2.79

2.09

1.82

3.52

4.37

4.12

10.68

1.59

2.04

5.44

2.50

2.77

3.08

2.30

2.56

5.35

1.87

3.57

4.04

1.95

3.00

5.96

1.71

3.97

2.09

1.82

2.22

4.90

2.58

9.84

1.59

2.04

5.44

2.50

2.77

3.08

2.30

2.06

5.35

2.41

4.02

4.98

6.31

11.25

5.59

8.15

9.75

8.90

5.82

10.44

12.52

10.44

13.04

9.46

8.22

5.44

8.12

8.08

12.49

7.13

5.85

10.70

6.99

5.93

4.98

1.95

1.35

4.64

1.43

2.79

2.09

1.82

2.87

4.37

2.58

3.13

9.84

1.55

5.44

2.50

2.77

3.08

2.30

2.06

5.35

2.26

4.02

4.04 3.09

1.95 6.31

1.35 11.25

4.64 4.24

1.43 5.30

2.79 4.74

2.09

1.82

8.90

4.95

2.87 10.44

3.64 10.14

2.58 10.44

3.59 13.04

9.84 9.55

1.13 9.46

8.22

5.44

2.50 8.12

2.77 6.84

3.08 12.49

1.90 7.13

2.06 5.85

5.35 10.70

2.26 4.97

4.02 5.93

4.04

3.00

3.00

4.64

1.02

1.39

3.05

2.04

3.52

3.31

3.76

4.12

3.00

3.00

6.30

1.71

3.27

2.09

1.82

3.52

4.37

2.58

4.12

10.68 10.68

2.04 2.65

2.04

5.44

3.17

3.67

1.04

2.56

5.35

2.74

4.02

2.53

5.44

2.50

3.08

2.95

2.56

5.35

2.41

4.62

4.98

3.00

3.00

6.30

1.71

3.27

2.09

1.82

2.87

4.37

2.58

3.59

10.68

1.59

2.53

5.44

2.50

2.40

2.95

2.56

5.35

2.41

4.02

4.04

3.00

3.00

4.64

1.02

1.39

3.05

2.04

3.52

3.31

3.76

4.12

10.68

2.04

2.04

5.44

1.30

3.17

3.67

2.56

5.35

2.74

4.02

1.95

1.93

4.94

1.71

2.79

2.09

1.82

4.98

3.00

3.00

6.30

1.71

3.27

2.09

1.82

4.04

3.00

1.93

4.24

1.71

2.79

2.22 2.22

4.37

2.58

3.13

4.90

2.58

4.12

9.84 10.68

1.59 2.65

1.55

5.44

2.50

2.53

5.44

2.50

2.87

3.78

2.03

3.59

9.84

1.59

1.55

5.44

4.04

4.05

6.43

1.72

5.30

4.74

2.09 4.36

1.82 4.95

8.27

6.82

6.30

9.31

6.24

5.67

3.65

5.44

2.77 3.17

3.67 3.08

2.30

5.35

2.26

4.02

2.95

2.56

2.74

4.02

2.50 5.05

2.77 5.93

3.08 10.28

2.30 3.20

2.56 3.65

5.35 10.70

3.98

3.57

Figures in bold = more than twice the cost of a call in the opposite direction.
Source: OECD Tariff Comparison Model

Principles
for Policy

Several principles for telecommunica¬

tion tariffs have been accepted by most
OECD countries. These include agree¬
ment that:

tariffs should not be used as a barrier

to restrict the provision of services
tariffs should not discriminate between

national and foreign service providers
tariffs and the practices that govern

them should be transparent
tariffs should be cost-oriented.1

Applying these principles to inter¬
national accounting practices leads to the
following conclusions:

international telephone service prices
are in many cases excessively high and
diverge to a large extent from the cost of
providing them

these prices discriminate against inter¬
national calling relative to calls of a similar
distance made nationally

these prices impose a penalty on
domestic users in international commerce

inflexibility in pricing structures reduces
the efficiency with which infrastructure
can be used

accounting rates have not in general
followed changes in costs of providing
services

the divergence between collection
charges and accounting rates are making
it increasingly difficult for operators who

wish to follow cost-based pricing and effi¬
cient pricing techniques to do so.

Although the accounting rate system
has facilitated the international payments
procedure through simplification and uni¬
formity, the system is more appropriate to
a period with less technological change
and less competition in services. In a criti¬
cal examination of the present international
telecommunication pricing framework a
differentiation has also to be made be¬

tween the international Recommendations

themselves and the level of accounting
rates, for although the system itself would
benefit from reform, the difficulties are de-

1. See Dimitri Ypsilanti, 'A Framework for Trade in
Telecommunications Services', The OECD Observer
No. 163, April/May 1990.
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It is now over one hundred years since the first Transatlantic cable was laid.
	

ACCOUNTING FOR THE 'PHONE BILL

In settling accounts between international
telecommunication operators a distinction
has to be made between the collection

charge and the accounting rate. The collec¬
tion charge is the charge established and
collected by a telecommunication adminis¬
tration from its customers for the use of an

international service, that is, it is the price of

an international telephone call. The account¬
ing rate is the rate agreed between two
administrations to establish international

accounts. It is, in effect, the price of access
to the network of the country where the call
terminates that is charged to the operator in
the country where it originates. Thus there
is a single accounting rate between two
countries although their respective collec¬
tion charges to their customers may differ.
It is possible for substantial differences to
exist between the collection charge and the

accounting rate because:
the accounting rate is expressed in inter¬

national accounting units (Special Drawing
Rights of the International Monetary Fund or
gold francs) and the collection charge is nor¬
mally in national currency

the accounting rate and the collection
charge may be based on different traffic
units

the value of national currencies may fluc¬
tuate relative to international accounting
units

collection charges may be influenced by
government fiscal policy.

Another important reason for the divergence
of collection charges from accounting rates
is that one operator may unilaterally reduce
the price of international calls across the
board or with particular countries, but the
operator may not succeed immediately,
through bilateral negotiation, in reducing
accounting rates.

Revenue from traffic exchanged between
administrations of terminal countries is nor¬

mally divided equally, on the basis of an
accounting revenue division procedure. In
certain cases countries may agree not to
settle their international telecommunication

accounts, for example, when the balance of
settlements is usually negligible and traffic is
nearly the same in both directions.

rived in essence from the simple fact that

charges are too high.
Although it is clearly necessary for a

number of countries to reduce both their

national collection charges and account¬

ing rates, the fault may not be with the
existing international framework itself. In¬
deed, an initial step in reforming current

practices would require more strict adher¬
ence to the relevant CCITT Recommenda¬

tions, since they call for pricing policy to
be cost-oriented and the avoidance of

asymmetry in bilateral charges and be¬
tween charges and accounting rates. It is
also important to realise that the reform of
international telecommunication prices is

an issue for national policy and is intri¬
cately linked with the need to reform of
domestic telecommunication service

structures and the ability of telecommuni¬
cation operators to rebalance their charg¬
ing practices for local, national and inter¬
national calls.

The growing internationalisation of
OECD economies and the ever-larger role

that services are playing in these
economies is increasing the importance of
international telecommunication prices.
This trend reflects the fact that telecom¬

munications is more and more providing

the underlying means of transport for
international commerce. Countries which

maintain high international prices for tele¬
communication services will find their

firms are being competitively disadvan¬
taged. And internationally, it is also time
to begin reviewing the existing system
with a view to increasing its flexibility and
placing pressure on countries which are
slow in adjusting prices.
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Investment Trends
in Telecommunications

Theodore Darmaros

The hallmarks of the telecommunications revolution

are technical advance and deregulation.
What are their implications for investment?

Investment in infrastructure, techno¬

logy and equipment, whatever its

short-term purpose, is in the long
term the legacy of one generation to the
next. In telecommunications this legacy
now dates back at least a century. During
that time industrial nations have been

continuously investing substantial propor¬
tions of their GNP to build what now

seems an indispensable part of their
economic structures: the public telephone
network.

But few, if any, other industries have
undergone such a profound transformation
in so short a period as telecommunica¬
tions since the early 1980s. What was a
public utility, based on stable technology
and controlled by government or large pri¬
vate monopolies, is being transformed
into a dynamic economic sector, using
state-of-the-art digital equipment to offer

Theodore Darmaros works in the Information, Com¬
puter and Communications Policy Division of the OECD
Directorate for Science, Technology and Industry.

a growing menu of sophisticated services.
And it is increasingly under the influence
of market forces.

Yet with the excitement that digital elec¬
tronics and deregulation are bringing has
come uncertainty over major investment
decisions and, for the first time, real diffi¬

culty in making a reliable prognosis of the
industry's new bright future. It has also
become clear that, despite the speed of
technological change, investment in tele¬
communications will continue to be a
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long-term effort that requires both regular
monitoring of established investment
trends and careful analysis of the options

facing public telecommunications operators
(PTOs).

Global

Investment Trends

Over the ten years up to 1988, the last
year for which figures are available, capital
investment by PTOs (excluding invest¬
ment in land and buildings) in OECD coun¬
tries remained fairly stable, reflecting the
general economic climate. Furthermore,
the relative shares of the European Com¬

munity, the United States and Japan in the

Figure 1

INVESTMENT BY PUBLIC

TELECOMMUNICATIONS

OPERATORS

IN OECD COUNTRIES, 1978-88
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OECD total have not changed radically

either (Figure 1).
The share of telecommunications in

total investment can be shown by its ratio
to the overall gross fixed capital formation
(GFCF). In the OECD countries this figure
has varied between approximately 1 and
6%, with OECD average values between
2.5 and 3%. Two less-industrialised coun¬

tries where this figure is consistently
above the OECD average, or is steadily
rising, are, respectively, Ireland and Tur¬
key, indicating the importance paid there
to the development of the telecommuni¬
cation infrastructure. And a number of

leading industrialised nations (Sweden,
Germany) have also steadily increased the
share of telecommunications in total in¬

vestment throughout most of the 1980s.
(Both countries had already reached high
degrees of telephone penetration by the
late 1970s, so that their extra effort was

largely directed to the modernisation of
their network infrastructure.)

Telecommunication investment per

capita offers a useful index for comparing
investment across countries with different

population sizes or infrastructures at dif¬
ferent stages of development. Figure 2
illustrates the performance of several
OECD countries, selected because they

are indicative of different degrees of in¬
vestment, between 1978 and 1987. Most
other countries have maintained their rela¬

tive position, although the marked im¬
provement of Sweden stands out. Fur¬
thermore, these positions indicate sub¬
stantial gaps between countries, despite
the efforts of the less advanced to catch

up. Switzerland, for example, invested ten
times more per citizen than Turkey in
1987, although in one decade this gap has
been narrowed from a figure of almost 30
times as much.

The Digital
Revolution

OïOïOïcncncTJOioi

Sources: International Telecommunication Union Year¬

books, PTO Annual Reports

Since the late 1970s PTOs have begun

transforming their networks from electro¬
mechanical to computer-based systems

by re-directing growing portions of their
investment funds from analogue to digital
technologies. Investment trends over the
last decade suggest that this major tech¬
nological transformation has not resulted

in sudden changes in aggregate invest¬
ment. And in the 1990s, with all PTOs also

committed to installing digital equipment,
one might perhaps expect these trends to
be prolonged.

But this is not necessarily so: digital
technology now presents manufacturers,
operators and users with a choice of
equipment, services and network config¬
urations which is growing ever wider as
one innovation follows another. Indeed,

technical progress moves at such a rate
that it would seem to be inviting trouble to
single out one network model, or a given
mix of services, or a constant set of per¬

formance parameters, as a static target.

This unprecedented variety of digital com¬
munications technologies may therefore

upset the established investment patterns
of the 1990s because PTOs may wish to
follow divergent network and service
development paths.

Among the available options, the tele¬
phone network, continuously modernised,
will continue to maintain a central position

in most PTO strategies. Indeed, as the
stunning success of facsimile - which
uses no more than an ordinary telephone
line - has demonstrated, there may be

more life in the ubiquitous telephone line
than was realised before fax. The advent

of the Integrated Services Digital Network
(ISDN), which is an end-to-end digital ver¬
sion of the present telephone network,
promises to extend the network's utility
even further by improving substantially the
performance of telephone lines and allow¬
ing them to carry data and pictures in ad¬
dition to voice.

Yet the commercial success of ISDN is

not guaranteed. It will very much depend
on the establishment of a more competi¬

tive environment for 'basic' (i.e., tele¬

phone) networks and services. Competi¬
tion will enable telecommunications ser¬

vice providers independent of the PTOs,
as well as other users, to build ISDN-

based successful innovative applications;

it will lower prices for ISDN equipment and
services; and it will encourage voluntary
agreement rather than administrative en¬
forcement of 'open', non-proprietary
international standards.

The development of ISDN will take
place in an environment where several
systems co-exist, competing, very often,
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Figure 2

PTO TELECOMMUNICATIONS INVESTMENT PER CAPITA:
SELECTED OECD COUNTRIES
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with another: dedicated data networks,
offering even higher speeds and more in¬
formation capacity to users who require
them; cellular mobile networks, currently
projected to have a bright future, not least
in Eastern Europe;1 specialised value-
added networks, which may be provided
by PTOs, individually or in alliances, in
competition with other value-added net¬

work providers; user-operated private
networks, operating inside and between
corporations. Even if ISDN becomes com¬

mercially successful, it is clear that it will

not be the sole carrier of digital informa¬
tion and that PTOs will have to spread
their investment in a variety of other net¬
works rather than consolidating it in a
single, 'integrated' one.

A further technological trend which will
critically affect competition between the
above networks and, consequently, PTO
investment strategies, is the selective en¬
hancement of networks with software-

based 'intelligence'. Intelligence will en¬
able networks to be flexibly reconfigured
according to user demand. It will allow
them to support human-like functions in

the switching of calls, such as identifying
the caller and treating calls on a personal
basis. More importantly, it will allow the

faster and cheaper introduction of new
services in computerised network data¬
bases. But intelligence can reside in user
terminals as well as in PTO-operated net¬
works and its full exploitation may encour¬
age the opening to users of central funct¬
ions of network control. For PTOs, there¬
fore, as for regulators, the development of
intelligence becomes a central investment
puzzle whose resolution will affect the de¬

gree of control of PTOs over their own

assets and the commercial viability of
their 'intelligent' networks.

Technology is also steadily bringing
closer the possibility of transmitting high-
definition video pictures to domestic sub¬
scribers by laying fibre to the home, possi¬
bly through the telephone network. Such
a move would require substantial addi¬

tional investment by PTOs, promising new
important revenues in return. Yet the pre¬
sent forecasts of demand do not clearly
support a convergence of broadcasting
with telecommunications; and if PTOs

enter the residential video market, regu¬
lators will impose conditions in order to
protect competition in the wider sector.

The digital revolution in telecommunica¬
tions generates a variety of technical solu¬
tions. In order to make the correct choices

PTOs will have to listen much more care¬

fully than they have done hitherto to their
customers' growing - and divergent - re¬
quirements. Advanced business users are

investing in their own corporate private
networks, which PTO investment will

complement rather than duplicate, focuss¬
ing on achieving global interconnection
and higher degrees of network security. In
addition, to meet demand from the large
community of smaller business and
domestic users, PTOs will have to invest

in technologies that provide advanced
service features at reasonable costs.

Increased Autonomy
for PTOs

The liberalisation of telecommunica¬

tions regulations since the mid-1 980s has,
in most OECD countries, encompassed
the purchase of equipment, its supply to
customers and the provision of networks

and services. But the effects of deregula¬
tion, which varies in degree from country
to country, have not yet been reflected in
sudden changes in aggregate PTO invest¬
ment.

It is nevertheless fair to expect liberali¬
sation to change investment mechanisms,
as PTOs move from being public utilities
with extensive monopoly rights to dyn¬
amic business enterprises (although with
continuing public service obligations).
Consequently, their investment strategies
will be more responsive both to demand
and to their business performance.

In particular, liberalisation will mean that

investment to meet any obligations that
PTOs may have will be more rigorously
defined and more transparently presented
than at the moment. This is especially
necessary since it will be more closely
monitored by users, who will have both

increasing influence on the regulatory side
and, in the more liberalised environments,
the chance to choose network suppliers
as well. Furthermore, the globalisation of
the market may lead the largest 'national'
PTOs to seek investment opportunities in
international rather than domestic busi¬
ness, often in collaboration with other

partners, public and private.
Increased autonomy for PTOs will also

1. See pp. 7-10 and 19-22.
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One French company specialising in the transport of refrigerated goods has installed telex in its fleet of lorries.
The goal: to improve its competitiveness by improving its communications.

mean more freedom in the deployment of

their capital. In the past, government in¬
volvement in PTO budgets in most OECD
countries produced a series of cross-
subsidies between the telecommunica¬

tions sector and other state enterprises,

especially postal services, as well as
within the sector, usually to subsidise par¬
ticular services, as, for example, local

from long-distance telephony. In some
cases investment for new services was

undertaken as a part of a broader indus¬
trial, technological or social policy and not
in response to demand - which obviously
involved a high degree of risk.

One of the benefits of competition, by
contrast, is that new entrants will be able

to provide specialised services at much
lower capital cost since they can aim at
specific groups of consumers instead of
having to allow universal access to the
network. The PTOs, too, will now have to

place more emphasis on the commercial
results of their investment. Internal fund¬

ing will rely less and less on cross-subsidy,
while external funding will be facilitated

through easier access to capital markets.
In addition, PTOs will acquire more liberty

in accounting for depreciation, and will
be able to accelerate the process of re¬

placing outdated equipment.

The Development
Gap

Obviously, the telecommunications infra¬
structure has reached different stages of

development in different countries, both
inside and outside the OECD area.

It was argued in the early 1980s by
'technology optimists' that digital tech¬
nologies would speed up the establishment
of modern telecommunications networks

in less advanced countries or regions,
which would thus have the chance to

'leap-frog' some of the earlier stages that
more advanced regions had been through.
Other experts disagreed: the 'technology
pessimists' maintained that the initial high
costs and the technical complexities of

digital technologies would pose additional
problems for the investment of less ad

vanced regions, widening the development
gap even further.

With hindsight, both views seem some¬
what polarised. Although most OECD
countries do now have a 'hands-off

approach to their PTOs, they can still
complement technological change by en¬
hancing telecommunication investment
with other regional investment or devel¬
opment policies. The aim should be to
counter-balance the threat that invest¬

ment funds in a liberalised economic envi¬

ronment will tend to concentrate on the

more advanced regions by introducing
measures that will stimulate demand

among regional users, but without inter¬
fering directly with the commercial deci¬
sions of the PTO. In this way the advan¬
tages of liberalisation, not least lower
costs and the rapid diffusion of innovative
services, can start to benefit less ad¬

vanced regions.

The patterns of investment by PTOs
have shown an overall continuity, despite
radical changes in both telecommunica¬
tions technologies and regulation. But
below the surface investment patterns are

shifting from improving basic telephony
penetration towards providing innovative
services, especially for business sub¬
scribers.

With new investment increasingly di¬
rected to advanced business services,

development strategies will take an enor¬
mous variety of forms. But each country
will face the same basic challenge: how
best to integrate PTO investment with
telecommunications regulation and tech¬
nology policies, in order to realise the full
benefits of the telecommunications revo¬

lution.
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Telecommunications

in the Rebirth of Eastern Europe
Tim Kelly

In the political changes which have been sweeping across central and eastern Europe
telecommunications, broadcasting facilities and other technologies based on the free flow
of information have played a vital part. It is likely that they will also be ofmajor importance

in securing the economic future of these countries as they seek to restructure
their economies along market-oriented lines. What role can telecommunications services

play in bringing about the economic rebirth of eastern Europe?

In conventional Marxist economics,
telecommunications services were re¬

garded as part of the non-productive
'superstructure' of the economy which is
parasitic upon the real producers of
goods in the agricultural and manu¬
facturing sectors. Consequently, in

economic planning in the USSR and east¬
ern Europe, telecommunications were re¬

garded as a luxury service which came to-

Tim Kelly is a policy analyst in the Information, Com¬
puter and Communications Policy Division of the OECD
Directorate for Science, Technology and Industry.

wards the bottom of the list of investment

priorities. Worse still, public telecommuni¬
cations services have often been used as

a milch cow to generate investment funds
for other sectors of the economy. In
Czechoslovakia, for instance, until re¬

cently some 87% of the profits made from
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telecommunications operations were de¬
livered directly to the state.

This officially sanctioned neglect was
often coupled with state paranoia de¬
signed to restrict the free flow of informa¬
tion - for instance, by prohibiting inter¬
national direct dialling or by making the
simple telephone directory a classified
document. Such circumstances leave little

hope for the development of a modern
telecommunications infrastructure without

considerable structural reform.

Waiting
for a Line

The degree of penetration of the tele¬
phone service in the countries of eastern
Europe and the USSR is currently around
one mainline for every ten people, com¬

pared with two for every five people in the
24 industrialised nations of the OECD.

Indeed, in Sweden, which has the highest

degree of telephone penetration, there are
some two mainlines for every three people.
It is not realistic to expect the countries of
eastern Europe to attain such penetration
in the short term but it can still be hoped

Figure
TELEPHONE

MAIN LINE PENETRATION RATES,
1978 AND 1988

per 100 population
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Table 1

EASTERN EUROPE AND USSR:

BASIC TELECOMMUNICATIONS STATISTICS

Main lines

1988

(thousands)

Population
1988

(thousands)

Main lines

per 100 pop.
1988

Compound
Annual

Growth Rate,
1978-88

(%)

To reach current
OECD standards

by the year 2000

Lines

(thousands)

Growth rate

(%)

Bulgaria 1.6501 8,970 18.41 4.0 1 1.9381 6.71

Czechoslovakia 2,125 15,624 13.6 2.7 4,125 9.4

East Germany 1,761 16,661 10.6 3.4 4,903

14.2Hungary 858 10,590 8.1 5.0 3,378

Poland 2,953 37,800 7.8 4.5 12,167 14.6

Romania 1,7001 23,000 7.4 2.2 7,500 15.1

Eastern Europe 11,047 112,645 9.8 3.6 34,01 1 12.4

USSR 33,991 283,100 12.0 6.0 79,249 10.5

Yugoslavia 3,267 23,641 13.8 9.7 6,189 9.3

OECD (24 countries) 341 ,303 825,000 41.4 4.2 - -

1 . OECD Estimates.

Source: OECD, adapted from International Telecommunication Union Yearbook

a 55 J s-
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Source: OECD, International Telecommunication Union

that the rate of growth will increase con¬
siderably, especially if these countries are
willing to open the market to foreign invest¬
ment.

The Figure compares the position of the
eastern European countries with that of
the OECD countries and four of the Dyn¬

amic Asian Economies (DAEs). It also

shows the penetration of telephone main
lines in 1978 and 1988 and the rate of

growth between these two years. The
DAEs have grown very rapidly, especially
South Korea, where the rate of penetra¬
tion has increased fivefold over the de¬

cade. Several of the DAEs are now on a

par with the OECD nations. By contrast,
the growth of the eastern European tele¬
communications networks has been

much more modest and the gap between
eastern and western Europe is as wide as
ever.

Table 1 presents some basic data for
the economies of eastern Europe and the
USSR. It can be seen that there are major
differences even within the region be¬
tween, for instance, the neighbouring

countries of Bulgaria, which has 18 main
lines per 100 population, and Romania,
which has only seven lines per 100. In its
rate of growth, Romania is also well below
the regional average. It must be em¬
phasised that the data may not be wholly
reliable, even though they are based on
official estimates. Furthermore, the

number of lines itself may be a poor indi¬
cator of the performance of the network,
which is often of inferior quality and

almost completely analogue rather than
digital. Parts of the infrastructure in east¬
ern Europe date from before the Second
World War and in the USSR, indeed, some

of the network is still based on copper
cables laid before the 1917 revolution.

In attempting to put a figure on the market
potential for telecommunications in east¬
ern European nations, it is useful to look at
the size of the gap between their current
situation and that of the advanced OECD

nations. The last two columns of Table 1

show the number of extra lines and the

growth rate required for eastern Europe to
reach the same degree of penetration of
telephone mainlines that the OECD cur¬
rently enjoys (i.e., 40 mainlines per 100 in¬
habitants) by the year 2000. Even though
the rates of growth are much higher than
has been achieved recently, they are not
unattainable, as the success of South
Korea illustrates. In total, some 120 million

new lines would be required in the eight

countries listed; the majority of these are
in the USSR (66%) and Poland (10%). The
assumption of an average cost of US$1 ,000
per line suggests a total market of $120
billion, or $10 billion per year, not includ¬
ing terminal equipment or the exchange
replacement market, both of which are
also likely to be large.
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Plotting the potential size of a market is

very different from specifying its actual
size. The economist has to ask whether

there is sufficient demand and who has

the ability to pay for such network expan¬
sion. On the first count, there is little doubt

of the latent demand for the telephone
service. In Poland, for instance, the wait¬

ing list for telephone connection is esti¬
mated to be 14 years, and in Hungary the
size of the network would double if those

already waiting to be connected could be

reached. For business in particular, such
delays are intolerable and are a major
constraint on the development of new
firms and private enterprise.

Who Pays
the Bill?

It is more difficult to judge whether there
is sufficient ability to pay for a rapid ex¬
pansion of the network. Telecommunica¬

tions revenue per capita in eastern Europe
is only between a fifth and a tenth of the
figure in western Europe (Table 2). Reve¬
nue per line is also much lower, perhaps
because of subsidised tariffs. Only in
Czechoslovakia does the revenue per line
approach the figure attained in France, the

United Kingdom and what was West Ger¬
many. Furthermore, in interpreting these
statistics it has to be taken into account

that they are based on official exchange
rates which may grossly overvalue the

local currency. The ability to pay for net¬
work expansion must therefore rely on a
general expansion in the economy, espe¬
cially in the hard-currency sector.

One of the brightest aspects of the tele¬
communications environment in eastern

Europe is the telex network. The reliability
and durability of telex is well attested and,
although the technology is more than 50
years old, it continues to be the best

method for communicating business in¬
formation there. The growth of fax has
been impaired by the poor quality of many
of the lines and data networks are still at

an embryonic stage, so that telex con¬
tinues to grow in the East. In Poland, for
instance, the number of telex terminals

has doubled since 1979, and the volume

of international outgoing traffic grew by
53% in one year between 1987 and 1988.

The public telecommunications operators

(PTOs) of eastern Europe depend much
more heavily on telex and telegram reve¬
nues than their counterparts in the West.

They also derive a much higher proportion of
their revenue per line from telex (in Poland,
for example, it costs $665 per line for telex
but only $138 per line for telephone),
which implies that there will continue to be

a healthy business demand for telex. The

ability to pay for network expansion de¬
pends on the PTOs' raising money for in¬
vestment both from their own operations
and from the financial markets as these

are progressively liberalised. On paper, at
least, the PTOs of eastern Europe con¬
tinue to be profitable. Net profit (revenue
minus expenditure, tax and interest) runs
at 25% of turnover in Poland, 37% in Hun¬

gary and 63% in Czechoslovakia, if these

figures can be believed. Yet much of this
money is returned to state coffers to be

used elsewhere in the economy while tele¬
communications is starved of investment.

Reinvestment of profits will be essential if
these growth plans are to be realised, as
will external funds from the World Bank,

the CEC (Commission of the European
Communities), the Bank for European Re¬
construction and Development (BERD)
and other funding agencies.

The situation is not helped by the tariff
structure which appears to provide heavy
subsidies for rental charges and espe¬
cially local call charges. Only with installa¬
tion charges, which are kept high to con¬
trol demand, are eastern European tariffs
comparable with western Europe. Even al¬
lowing for differences in labour costs,

there seems to be a widespread under-

pricing of residential tariffs in the East. Re

structuring of tariffs on cost-oriented lines

will be essential if the telephone operation
is to provide sufficient funds for expansion
and if the business environment is to be

opened to competition. The demand for

mobile telephone services may also be
depressed unless traditional, fixed-link

services are more realistically priced.
All of the PTO operations in eastern

Europe are currently state monopolies,
with the PTO a functioning part of the rele¬
vant ministry, usually with posts and tele¬
communications combined. The situation

is similar to western Europe twenty years
ago, but can be expected to change
rather more rapidly than the slow process
of liberalisation that has taken place in the
West.

Hungary, in particular, has announced
plans to liberalise terminal equipment
markets and to separate regulatory and
operational functions. It will also consider

liberalising network services, possibly
through a break-up of the PTT ministry to
allow foreign participation. A new tele¬
communications act is planned for 1991.

In the former East Germany, too, the
unification with West Germany will ensure
that most of the propositions in the Green
Paper of the European Commission and
the changes in the German telecommuni¬
cations law are implemented, notably the
split between posts and telecommunica¬
tions, the liberalisation of terminal equip¬
ment markets, and competition in satellite
services. In other countries, moreover, the
close association of the PTO with the

former regime is likely to make it unpopu¬
lar, adding weight to calls for a fresh start
in the provision of services.

Table 2

SELECTED TELECOMMUNICATIONS REVENUE DATA, 1988

Telecom¬

munications

Revenue

(US$m)

Revenue

per mainline
(US$)

Revenue

per capita
(US$)

Telex

Lines

Telegram/
telex

Revenue

(% of total)

Czechoslovakia 1,252.6 589.6 80.17 11,700 5.9

East Germany 652.3 1 440.2' 39.061 17,363 17.5

France 18,932.7 763.3 332.83 150,010 2.1

Hungary 255.3 297.7 24.11 12,614 8.5

Poland 408.9 138.5 10.82 33,544 7.6

United Kingdom 16,768.7 757.5 295.42 1 1 1 ,505 3.8

West Germany 21,312.5 759.0 348.36 155,831 2.2

1. 1983.

Source: OECD, adapted from International Telecommunication Union Yearbook
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Two of the key areas in which reforms
may be necessary are in the openness of
terminal markets and in the provision of
mobile services. Terminal equipment in

eastern Europe is a mixture of older west¬
ern-produced models and locally manu¬
factured products. The technology used
by local companies is mainly restricted to
analogue and 'semi-digital' systems and
the import of advanced digital switches
has, in the past, been restricted by
CoCom regulations. But given the
indebtedness of the eastern European

economies, there is unlikely to be a large-
scale demand for imported products, ex¬
cept possibly in the short term. Rather, the
governments of eastern Europe will be
looking to establish local manufacturing
capability through the import of expertise,
the establishment of joint ventures be¬
tween western and local firms, and through

product licensing agreements. An example
of such an arrangement is the announce¬
ment of a joint venture between the private
Japanese firms, Mei Japan and Nissei
Opto, and the state-run Robotron-Elektronik
to produce fax terminals in the former East
Germany.

The possibility of establishing mobile
communications networks, based on cellu¬

lar radio technology, is also generating a
good deal of interest. The advantage of
mobile networks is that they can be estab¬
lished relatively quickly with a minimum of
infrastructural investment. They are also
flexible in configuration and are better
equipped to respond to the radical
changes taking place in the business envi¬
ronment.

In western Europe mobile networks are
competing against a well-established,
highly reliable fixed-link network, but in
eastern Europe there exists the possibility
for mobile technology to 'leap-frog' the
slow pace of development in the tradi¬
tional network. In the short term mobile

phones will be used to expand the capa¬
city of the existing system and to short-
circuit the ten-year waiting list for tele¬
phone connection. They will also be used
by the branch offices of western firms sett¬
ing up in eastern Europe which can afford
to pay a premium rate for telephone ser¬
vices. And in the longer term, one can
envisage the mobile network, which is
more business-oriented and international

in scope than conventional telephony,
expanding to be a parallel network
alongside the fixed-link network.

Eastern Europe is relatively virgin terri¬
tory for civil mobile networks, though it is
to be expected that there exist extensive
military mobile networks. Liberalising the
allocation of wavelengths in the frequency
spectrum is an essential prerequisite to
the development of mobile networks and
will be welcome evidence of the so-called

'peace dividend'. This is certainly one area
in which the eastern European govern¬
ments would welcome consultancy and

expertise from the west. An early example
of a mobile network is the joint venture,
announced in 1989, between the Hungarian

PTT and US West, initially to provide a
cellular service in Budapest but eventually
to cover the whole country, using a sys¬
tem purchased from Ericsson of Sweden.

Pitfalls

for the Unwary
It is clear that the business environment

in eastern Europe is changing as rapidly
and as radically as the political environ¬
ment and it is likely that much of the data
presented above will soon be overtaken
by events. But it is not so easy to force
through quick changes in the business
culture from a centrally planned to a
market-oriented philosophy. Would-be
western investors will face several dangers.

The most pressing problem is the lack
of hard currency. Eastern Europe has
hitherto been a relatively minor market for
OECD telecommunications exports, im¬

porting less than $300m in 1987. Western
companies prepared to invest in local
manufacture and to build up local working
relationships are more likely to be suc¬
cessful than those looking for a quick

killing by exporting western-manufactured
products.

Moreover, even assuming that it is
possible to build up a profitable business
in the longer term, there remains the prob¬
lem of repatriation of profits and relatively
high local taxes. In spite of the rash of new
initiatives for tax holidays, free-trade
zones and liberalising legislation, it is still
true that the governments of eastern
Europe will be keen to take a large slice
of any profits made from local telecom

munications operations as they have done
in the past.

Third, as in the West, a successful oper¬
ation will depend on the ability to recruit
and retain high-calibre staff. In eastern
Europe this problem is particularly critical
because of the lack of market experience

amongst middle management and because
of language problems. Technical experi¬
ence is regarded as relatively high in east¬
ern Europe, but there remains the problem
of encouraging the best local people to
stay put and not to seek better paid, more
prestigious jobs in the West.

Fourth, despite relaxation of export
controls, the CoCom list will still slow

down and hinder the ability to import pro¬
ducts and technology into the east, as is
evidenced by the embargo placed on US
West's involvement in the trans-Siberian

fibre optic cable project.

Finally, it must be remembered that the
political situation remains unstable, as re¬
cent events in Romania have shown. Fur¬

thermore, as the experience of Yugoslavia
demonstrates, rapid economic change

brings its own problems with the threat of
inflation, currency devaluation and ethnic
unrest.

In spite of all these potential pitfalls, it
is clear that there are fortunes to be made

and lost in eastern Europe and bold firms
with a long-term commitment are the
most likely to succeed. The rules of the
telecommunications game have still to be
written. Eastern Europe may well prove to
be the testing ground for many of the fu¬
ture forces that will shape the telecom¬
munications environment, including

mobile telephony, network competition
and genuinely open terminal markets. But
timing will be critical.
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Deaf Ears
Noise Pollution?

Ariel Alexandre and Jean-Philippe Barde

In most industrialised countries, as

opinion polls on the environment
show, noise is considered one of the

main causes of the declining quality of life,
and possibly the main cause. All sources
of noise come under fire, although trans¬
port (motor vehicles, railways and aircraft)
is by far the leading noise polluter, for
three reasons: in the fifteen years to 1987,
the number of motor vehicles in OECD

countries almost doubled, to 400 million

(including 130 million in the EEC); urbani¬
sation has increased by 50%; and air
traffic has risen by a factor of four.

Noise is a perennial source
of disturbance in almost

every large town. But it ranks
low in official priorities.

Does this explain the poor
results of noise abatement

policies?

Marking
Time

The sound level considered an accept¬
able limit is 65 A-weighted decibels
(dBA).1 At this level, if dwellings are not
properly soundproofed, noise interferes

with conversation, listening to the radio or
television, and with rest and sleep. In the
mid-1970s, 15% of the population in the
OECD area, or 100 million people, were

Ariel Alexandre is a specialist in urban affairs, transport
and noise in the OECD Environment Directorate. Jean-

Philippe Barde is in charge of economic aspects of
environmental policy there.

exposed to noise levels of at least 65 dBA,
the proportion being much higher - often
over 50% - in large towns. Fifteen years
on, in the early 1990s, the situation has

worsened: about 16% of the population
of OECD countries (1 30 million people) are
now exposed to such noise levels.

In some countries there has even been

a marked increase in 'black spots', where
homes are exposed to sound levels

exceeding 65 dBA, particularly along busy
routes. Elsewhere, the extent of black

spots has steadied or decreased slightly
with the use of protective noise screens

or the soundproofing of buildings. Another
aspect of the trend is the development of

'grey areas', where the noise environment

is very poor without being extremely bad
(55-65 dBA). About 300 million people, or
35% of the OECD population, are now liv¬
ing in grey areas.

Pessimistic

Forecasts

All the forecasts for the trends in the

noise environment up to the year 2000
point to further deterioration, unless ener¬

getic action is taken soon. The 'black-

spot' situation is expected to remain un¬
changed or to improve very slightly, but
the 'grey areas' are likely to expand. There
are several reasons. First, the black spots
around airports are becoming 'grey'. Sec¬
ond, noise is constantly spreading -
geographically because of the devel¬
opment of suburban and tourist areas,

and over time because of increasing
mobility at night in towns. New types of
powered recreational vehicles are becom¬

ing increasingly common: outboard motors,

1. Noise level in A-weighted decibels measured along
the front of the most exposed dwellings with a noise
index entitled Leq-day (equivalent continuous level
during the day). The figures refer only to exposure to
transport noise.
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trailbikes, snowmobiles, microlites and

dune buggies. Quiet areas in and around
villages are tending to shrink because of
the increase in second homes and leisure

time.

Disappointing
Results

This trend is all the more disappointing
since it has been a matter of concern for

some time. As early as 1985, the OECD
issued a recommendation on the im¬

plementation of stricter and more effective
policies and regulations, lower noise- »
emission limits for motor vehicles and |-
increased use of incentives, including |
economic ones. To assess the effect- q

iveness of the action taken, the OECD

recently examined in detail the noise-
abatement policies of six countries which
had volunteered to take part in a review

(Australia, France, Germany, Japan, the
Netherlands and Switzerland).2 This study
shows that the policies implemented so
far have probably prevented a marked
deterioration as a result of increasing

mobility and urban development. But it
also shows that the efforts made are still

not enough to improve the noise environ¬
ment. So what are the main shortcomings

in these policies?

Low Policy Priority

The discrepancy between the discomfort
felt by the public and the low policy priority
given to noise may seem surprising. A
number of explanations can be offered.
Decision-makers, engineers and town-
planners are not sufficiently aware of noise
problems, or are not trained to handle
them. Or, although specialists are quite
familiar with the effects of noise, decision¬

makers still have no clear perception of

them since they are wide-ranging and un¬
spectacular: noise is insidious, not cata¬
strophic. This low priority is reflected par¬
ticularly in the very slow decrease in
noise-emission limits for motor vehicles:

within the EEC, it has taken 16 years to
reduce car noise limits by 5 dBA (82 dBA
in 1972, 80 in 1980, 77 in 1988) and the

limits for lorries by 7 dBA (91 dBA in 1 972,
88 in 1980, 84 in 1990). Only Japan and
Switzerland have opted for a genuinely
ambitious reduction programme complying

G £? &kdL~>-

with the limits recommended by the
OECD in 1 980: 75 dBA for cars and 80 for

lorries.3

Vague Objectives

The objectives of noise-abatement poli¬
cies are seldom explicit and rarely quan¬
tified. How then can a coherent strategy
be defined for concerted action by the

many parties concerned: central and local
government, individual ministries, manu¬
facturers, planners and businesses? How
can technical and financial resources be

determined? How can the effectiveness of

action be assessed? One can cite, as

examples, Switzerland's declared objective
of resolving noise problems within 1 5 years,
and the detailed programme for objectives
and resources set up by the Netherlands.
But approaches of this kind are still the
exception.

Inadequate Planning and Co-ordination

Too often action is taken on an ad hoc

basis, in an attempt to find solutions fol¬
lowing complaints or the emergence of in¬
tolerable situations. But noise abatement

demands a comprehensive approach that
deals simultaneously with noise at source
(vehicles, for example), on transmission
(depending on topography and the acous¬
tic environment), and on reception (the
kind of area exposed, such as housing).
This obviously involves many parties -
businessmen, manufacturers, town-, coun¬

try- and other planning specialists, car¬
riers and users. Simultaneous and con

tinuous action is required to influence
techniques and behaviour. Lastly, it is
essential to ensure international, national,

regional and local consistency and com¬
plementarity. All this insists on planning
and consultation. Two countries, the

Netherlands and Switzerland, have clearly

committed themselves to a comprehen¬
sive and consistent approach based on

framework legislation and multi-year pro¬
grammes.

In reality, of course, the ad hoc ap¬
proach and the integrated approach can
be combined, particularly when a national
strategy is supplemented by specific local
measures. The two approaches can also
be used in turn, when 'framework' legis¬

lation or an integrated programme is set
up to broaden and generalise noise abate¬
ment, as in the Netherlands and Switzer¬
land. In all cases, it is obvious that an inte¬

grated approach is the only possibility of
coping with the present situation and
dealing effectively with the complexity and
range of action to be carried out.

Slack Enforcement

Although they are often unsuitable and
poorly co-ordinated, there is no shortage
of regulations. If they are not properly im¬
plemented, it is because the funds allo¬
cated to noise abatement are insufficient

and noise sources are found everywhere,

2. Publication to appear spring 1991.	
3. Noise Abatement Policies, OECD Publications,

Paris, 1980.

24 The OECD OBSERVER 1 67 December 1 990/January 1 991



ENVIRONMENT

so that any large-scale action becomes a

complex undertaking. Either from choice
or necessity, central governments often
pass on the responsibility for enforcing
standards and regulations, that is, for a
basic component in noise abatement pol¬
icy, to local authorities or the police. This
is a shift in responsibility that is out of all
proportion to the skills and resources

available locally.
In the case of moving traffic, checks on

noise emitted in the street and penalties
for a breach of the regulations are the
exception or, at least, are not frequent
enough to be a deterrent, save in Switzer¬

land and Australia, where spot checks are
a common occurrence. This slackness is

much more serious in noise than air pollu¬
tion, since the peaks due to the loudest
vehicles or drivers are much more disturb¬

ing than traffic as a whole.
There are few checks on the standards

of soundproofing in houses (against inter¬
nal and external noise), and the training of
architects and technical staff is in¬

adequate, so that many new homes do
not comply with current regulations. Even
in the Netherlands, which has the most

ambitious noise-abatement policy, 70%
of new buildings did not comply with the
noise standards in force in 1987. And the

restrictions on new housing around air

ports have often proved difficult to en¬
force because conflicting interests are at
stake.

The failure of land-use planning here is
most regrettable. This policy ought, in
principle, to have been the most effective

bar to the increase in noise during the
rapid urban development of the last 30
years. Planning that had respected the en¬
vironment and aimed to reduce noise

would have prevented the development of
residential areas near major infrastructure
sites. The more time passes, the more un¬
realistic it becomes to go on hoping to
control noise by improving the co-ordina¬
tion of land-use and transport policies.
Most of the situations in which noise is

excessive are now permanent, will be
hard to change and are open only to un¬
satisfactory, piecemeal improvement -
screens and soundproofing provided after
the damage has been done.

The well-known lack of co-ordination

between land-use planning and transport
policy is the reason that most countries
have adopted programmes of improve¬
ment after the event. They are costly, they
take time - at least 15 years - and they
do not solve all the problems. Although
some peace and quiet can be obtained by
good soundproofing of dwellings, outdoor
recreation can still be unpleasant. Such

programmes to deal with existing black
spots account for 35% of government ex¬
penditure on noise abatement in France

and for 60% of similar spending by the
Environment Ministry in the Netherlands.

Action to tighten up the enforcement of
regulations and standards on noise is still

the exception. The few notable examples -
checks on vehicles in Switzerland and

Australia, penalties for noisy aircraft in
Switzerland, large numbers of well de¬
signed noise-screens in Japan, restric¬
tions on urban development around some
new airports in France (Paris Charles-de-
Gaulle, for instance) - are still too limited

to reverse the increasing exposure to
noise observed in France, Germany, the
Netherlands and Switzerland over the last

decade, especially as rapid growth of
road and air traffic soon offsets the efforts

made.

Little Use of Incentives

If noise abatement is to be effective, it will
obviously be necessary to go further and
adopt other, more efficient measures

targeted on the specific difficulty that
without the co-operation of all the parties
involved noise control will never amount

to much, for the simple reason that iso¬
lated individuals can cause more noise

and disturbance than a quiet group. In
short, behaviour has to be influenced:

people have to want to make less noise.
So one has to use the carrot rather than

the stick, by offering a range of incentives.
These include economic instruments,
education and information, product label¬
ling, preferential treatment for low-noise

appliances and checks on products and
vehicles already in service.

Economic instruments - charges on
noise, for example - can make an impor¬
tant contribution both as incentives and

as a source of funds.4 Although charges
on aircraft noise are levied in several

countries, there is none for noise from

motor vehicles. Such charges, which
would be collected when vehicles (includ¬
ing lorries and motorcycles) are sold,
would do more for sales of low-noise

vehicles than any rule or regulation. They
would also encourage consumers to choose
the quietest products.

4. See 'Strengthening Noise Abatement Policies', Re¬
commendation of the OECD Council, 20 June 1985.
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But the use of economic instruments in

noise abatement has not increased in re¬

cent years - surprisingly, since the reverse
is true in other areas of environmental pro¬

tection (air, water and waste).5 Their
potential, accordingly, is still largely un¬
tapped. Since they are intended to discour¬
age the use and purchase, rather than the
possession, of noisy vehicles and appli¬
ances, they should become an essential
factor in noise-abatement policies.

Other incentives that can be included in

local programmes may contribute consid¬
erably to encouraging quiet behaviour and
the purchase and use of quiet products by
consumers: anti-noise campaigns, pilot

operations by towns, anti-noise groups,
local restrictions on the use of loud vehi¬

cles, preferential treatment for quiet
motorcycles and lorries (special authority
to drive through protected areas or at
night). The countries most committed to
noise abatement see these incentives as

the best supporting measure or substitute
for noise regulations.

Such incentives are probably required

to bring home to planners, industry, the
general public and elected representa¬
tives the importance and scope for noise
abatement. For what has to be changed

are not only the attitudes of the first two

5. See Jean-Philippe Barde, 'The Economic Approach
to the Environment', The OECD Observer, No. 158,

June/July 1989.

groups but the behaviour, too, of the man
in the street and the decision-makers - a

much taller order.

Genuine country-wide noise-abatement
strategies have been set up only in Swit¬
zerland and the Netherlands. Elsewhere,

advances have mostly been confined to
specific areas or to particular sources of
noise: new transport infrastructure, for ex¬
ample, fixed plant, aircraft noise at some
airports and anti-noise brigades. Improve¬
ment programmes have by no means
dealt with all the black spots. Where
economic instruments are concerned,

both the Netherlands and Switzerland

have incentives to purchase low-noise ve¬
hicles and taxes to finance noise abate¬

ment.

But compared with these advances, the
shortcomings remain widespread. They
involve mainly the control of neighbour¬
hood noise and of vehicles already in ser¬

vice, and allowance for noise problems in

urban planning. There are also serious
shortcomings in motivating and training
people locally, and in the use of economic
and other incentives.

In the light of this assessment and the
probable development of noise problems
in the future, the OECD countries should

firmly commit themselves to strengthen

ing their noise-abatement policies, which
could be based on five approaches:

developing a genuine national strategy
co-ordinated with local and regional ac¬
tion - this would require a clear definition

of objectives and an explicit distribution
of responsibilities to each tier of govern¬
ment

enforcing policies and regulations more
efficiently - all policies and regulations
should be allocated funds for implement¬

ing them as a matter of course
generalising the use of economic in¬

struments: charges and taxes, financial
aid and special-purpose taxes

influencing behaviour, in which non-
economic incentives could play a funda¬
mental role

reducing noise from vehicles. The in¬
crease in car numbers and air traffic

shows that emission standards for vehicles

will have to be tightened further. In view

of the time it takes to investigate, negotiate
and introduce new standards, stricter

motor vehicle emission standards should

be considered immediately, particularly
for goods vehicles because of their
importance as a noise source and the pro¬

spects for traffic growth, especially in

Europe. Long-term targets (2005-10)
could be 70 dBA for private cars and
75 dBA for lorries and buses.

All this requires patience and persever¬

ance. One should not expect spectacular
results but rather a slow improvement

over the years. It is perhaps this minutious
effort which the authorities are finding dis¬
couraging.
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Regulation or Competition
in Road Transport?

Eric Lacey

Some OECD countries have deregulated freight and/or passenger road transport
in recent years with the aim of improving efficiency. What benefits have they derived

from opening up their road transport industries to increased competition?
And what does their experience suggest for other member countries?1

Road transport, both of passengers
and freight, has until recently been

k subject to a considerable degree
of regulation in OECD countries. Much of
this regulation is uncontroversial when it

is based on safety and environmental
grounds. But the economic regulation of
the industry - of the number of firms

which may operate in the industry, the
services they may operate and the prices
they may charge - can be more readily
questioned. And indeed, it has been con¬

siderably reduced, sometimes abolished
altogether, as a result of a process of crit¬
ical examination leading to the conclusion
that regulation has been costly and has
produced few benefits.

Many arguments have been put forward
in the past, particularly in the 1930s, to

Eric Lacey specialises in competition policy in the
OECD Directorate for Financial, Fiscal and Enterprise
Affairs.

defend economic regulation. Some of
these could be justified, but others were
based more on the idea of protecting the
incumbent operators from unwanted

competition. The regulated railway indus¬
try was concerned about 'unfair' competi¬
tion from an unregulated road haulage
sector. And the road haulage industry it¬
self favoured regulation to limit the
number of operators, for fear that 'de¬

structive' or 'excessive' competition
would force firms into bankruptcy and
lead to men and vehicles being overdriven.

Neither of these concerns appears to
have been justified. The railway industry
has been forced to adapt to competition
from road transport both before and after
the deregulation of the latter, and it has

itself been subject to a certain degree of
deregulation and privatisation to help it to
meet this competition. Road haulage con¬
tinues to show significant growth in the

extent of services and numbers employed,
with no more bankruptcies after than be¬
fore deregulation.

The shift in favour of deregulating road
freight transport has been prompted by
studies conducted mainly in Sweden, the
United States and the United Kingdom in
the 1960s and '70s which demonstrated

that regulation had failed in its objective
of ensuring a stable, safe and profitable
industry operating in the public interest.
Instead, regulation was shown to have im¬
posed substantial costs on society, hold¬
ing the number of operators below a market

figure and controlling the prices they
could charge, thus raising transport costs
and thereby the final price of goods.2

1. Competition Policy and the Deregulation of
Road Transport, OECD Publications, Paris, 1990.

2. Report of the Committee of Enquiry into the Road
Haulage Industry, H.M.S.O., London, 1965.
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HOW ROAD TRANSPORT HAS GROWN

Road transport is a major industry in OECD
countries, especially freight haulage which
has soared since the 1950s at the expense

of rail and waterway transport. The volume
of freight carried by road continues to rise
from year to year, both absolutely and rela¬
tively, at the expense of other modes of
transport. In OECD Europe, for instance,
road freight accounted for 63% of all freight
movement in 1986, compared to 56.3% in
1975 and 46.8% in 1965.1

The growth of international road freight
traffic has been particularly rapid since the
mid-1960s, soaring fourfold in a sample of
1 6 OECD countries between 1 965 and 1 986.

As a result, road transport almost doubled

its share of international freight over that 21 -
year period.

Road haulage has proved more competi¬
tive than the railways for all but long-dist¬
ance bulk freight. Between 1973 and 1979
the road freight industry managed to reduce
average costs by 3.5% on domestic routes
and by 4.5% on international runs. That has
happened despite the rise in fuel prices, re¬
flecting the improvement in road networks
and the introduction of larger, more efficient
vehicles.

The road freight industry is characterised
by a large number of operators, the majority
of them small firms, often one-man owner-

Comparisons within different regions of
the same country of regulated and unregu¬
lated road haulage operations revealed
that prices and profit margins were higher
in the regulated sector.

In passenger transport, the idea that
public transport services should be oper¬
ated in the interests of providing adequate

access to transport facilities by young, old

and geographically isolated passengers
remains a powerful motive for the con¬
tinued operation of such services on un¬
economic grounds, particularly in Europe.
Thus, in the past, local bus services have
tended to be under public ownership,

operated by municipal authorities and
awarded substantial subsidies. Likewise,

routes and fares in, and entry into, long¬
distance passenger transport has been
heavily regulated.

Experience in the deregulation of pass¬
enger transport is more limited than in
haulage, being confined to three coun¬
tries. Nonetheless, from the experience of

driver businesses that operate under con¬

tract to large freight handling firms or big
fleet operators. This lack of concentration
suggests that there are no significant
economies of scale to be obtained and that

economic barriers to entry are low.
Public passenger road transport is also a

highly fragmented business, with a large
number of operators running fleets of widely
varying sizes, especially locally. There is
much more concentration on inter-city ser¬
vices in some countries, especially the
United Kingdom, where the dominant carrier,
National Express, still has a large market
share, and the United States, where the two

largest carriers, Greyhound and Trailways,
merged in 1988 and accounted for 70% of
inter-city revenues in 1989.

Many bus services, especially in urban
areas, are operated as public services either
by state-owned companies, or by local
authorities, or by private companies acting
on behalf (and usually subsidised by) local
authorities. Public road transport in 15 Euro¬
pean countries recorded steady growth in
terms of passenger-kilometres between
1965 and 1986, but its share of total pass¬

enger traffic (including rail, taxis and private
cars) declined from 15.8% to 11.3%.

1. Statistical Trends in Transport: 1965-1986,
OECD Publications, Paris, 1989.

Australia (where two states have deregu¬
lated), the United Kingdom and United
States (for inter-city services), it would
appear that deregulation of passenger
road transport has usually produced in¬
creased frequency of service, decreased
fares and innovations in the types of vehi¬
cles and services offered.

Reforming
Freight

The regulatory reform of road haulage
in some OECD countries began in the
1950s and '60s, although in most coun¬
tries deregulation itself occurred in the
1980s. A licence is still usually required to

carry freight although it is now generally
subject simply to the applicant's being
able to demonstrate that he is 'fit, willing

and able' to perform the service. What is
increasingly being abolished is the stipu¬
lation that there must be a public 'need'
for an additional operator or service,

although vestiges of it remain in some
OECD countries. For international trans¬

port operations a system of restricting en¬
trants by means of limiting the number of
licences still remains the rule.

Major steps are being taken towards
liberalisation within the European Com¬

munity, where licences are issued both by
individual countries and by the Commu¬
nity itself. At present, the EEC Council
establishes the total number to be issued

each year and allocates national quotas
to member states. The number is being

raised by 40% a year up to 1992, with the
aim of abolishing the system altogether on
1 January 1993. After that, the only entry
restrictions will be qualitative.

The countries that have gone furthest

in dismantling regulations are Australia
(as early as the 1950s), France, Norway,
Sweden, the United Kingdom and the
United States. In France, the industry

became fully deregulated only at the
beginning of 1 989 (although the first steps
were taken towards liberalising the licens¬

ing system ten years before that) and it is
still too early to draw any firm conclusions.
In Australia, by contrast, too much time
has elapsed since deregulation to make
any useful assessment of its contribution
to the improved performance of the road
haulage industry there.

Sweden has been progressively dere¬

gulating its industry since 1964 and, after
an early influx of new operators into the
business, the balance between supply

and demand was restored. Deregulation

also lowered prices in road freight trans¬
port, but it did not alter certain trends that
were already apparent, such as the grow¬
ing market share of large carriers.

In the United Kingdom, the process
began with the 1968 Transport Act, which
substituted qualitative for quantitative
criteria in the licensing procedure. Although
the industry had argued that increased
competition would result in inadequate
profits and lower standards, deregulation
does not appear to have destabilised it.
The total number of operator licences rose

sharply in the first few years after liberali¬
sation levelling off after 1977, following
introduction of a 'professional competence'

requirement.
The industry has had a good safety re¬

cord since the Transport Act. The rate of
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accidents involving heavy goods vehicles
has fallen by 60%, mainly because of
increased motorway use. The standard of
vehicle maintenance also improved sub¬

stantially in the years following the intro¬
duction of the 1968 Act.

In the United States, the Motor Carrier

Act of 1980 relaxed controls over entry,
rate-fixing and operating conditions but
did not end all regulations on inter-state

road freight. The main effect of the legis¬
lation was almost to double the number of

carriers between 1980 and 1985, with the

new entrants mostly very small firms.
There was also an explosion in the
number of licensed transport brokers,
which soared from 952 in 1982 to 5,908
in 1988.

Prices are still subject to federal con¬
trols, but carriers can now set them freely
within prescribed limits. The effect was to

bring about a substantial relative fall in

prices after deregulation, resulting in aver¬
age annual cost savings, including sav¬
ings to consumers, of an estimated $3.8

billion between 1981 and 1986. Employ¬
ment has held up relatively well, but
wages have declined relative to other sec¬

tors: whereas in the 1970s earnings in
trucking were about 25% higher than the
manufacturing average, in 1987 they were
virtually the same.

The number and frequency of services
has been maintained, if not improved,
since 1 980, despite fears that unprofitable
routes would be closed down and ser¬

vices to smaller communities cut back. As

in the United Kingdom, safety does not
seem to have suffered from the more

competitive climate, and accident rates
have declined.

Passenger Transport:
Jury Still Out

Unlike road haulage, the deregulation of
passenger transport is too recent to per¬
mit a satisfactory evaluation of its effects.
It was thought that new operators would

be attracted into the more profitable long¬
distance sector since the remaining barriers
to entry, such as control of strategically
sited bus stations or the brand image of
established operators, were regarded as
a minor impediment. In truth, dominant

carriers have managed to preserve if not
increase their market share.

The perception of passenger transport
as a 'public service' is the main reason for

the maintenance of a high degree of regu¬
lation in most OECD countries. The only
exceptions are the United States, the

United Kingdom, which deregulated long¬
distance coach services in 1980 and local

bus services in 1985, and Sweden, which

deregulated both local and inter-city ser¬
vices with effect from 1 July 1989, and
which has not yet had time to evaluate the
consequences.

United Kingdom

The British experience offers the best evi¬

dence of the effects of deregulation. The
1980 Transport Act authorised new

operators to enter the market to compete
with the established carrier, National

Express, a subsidiary of the state-owned
National Bus Company. A new consor¬
tium, British Coachways, set out to estab¬
lish a new network of express services,
offering fares that were about half those

of National Express before deregulation.
At first, competition between National

Express and British Coachways brought
substantial benefits to the consumer.

Overall, fares were reduced by an esti¬
mated 40% in real terms in the period
following the 1980 Act.

To defend its position, National Express
also expanded its services, introducing
many new routes and increased the fre¬

quency of existing ones. By 1983 it had
stepped up the number of vehicle-

kilometres travelled by 50%, and
achieved a corresponding increase in the
number of passengers carried. This up¬
surge had a direct impact on inter-city rail
services, and British Rail lost customers

and income in the early 1980s before
adopting a more flexible marketing policy
which brought some travellers back and
reduced its losses.

But British Coachways did not have the
structure or the resources to fight a price
war with the established carrier, and it

collapsed in 1983. Since then, National

Express fares have risen sharply, and in
1988 were on average some 20% higher
in real terms than before deregulation. In¬
deed, it continued to expand its market,
and in 1985 15 million people travelled on
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its coaches, two-thirds more than in 1980,

when it carried 9 million passengers. The
company, moreover, was privatised in
1988.

To reduce barriers to entry - where an
established carrier has an extensive net¬

work of services, agents and the re¬
sources to advertise its services nation¬

ally - the 1985 Transport Act required
coach stations to be opened to all oper¬
ators, but the effects of that change have

yet to be evaluated.
The 1985 Act also completed the dere¬

gulation of local bus services in the United
Kingdom (except for London and Northern
Ireland), although the 1980 Act had taken
a first step in facilitating the acquisition of
an operating licence. Full deregulation
took effect in October 1986, after a trial

period in selected areas. The government
had decided that cross-subsidisation

placed an undue burden on the declining
number of profitable services and that
more competition would be to the advan¬
tage of the consumer. It also decided that
it would be more efficient for subsidised

services to be put out to competitive
tender.

The privatisation of the National Bus
Company in 1988 created 72 companies.
Municipal operators were not privatised;
instead, they were set up as separate

companies that are now run as commer¬
cial concerns. The result of deregulation

was a sharp increase in the number and
frequency of services, with the number of
vehicle miles rising nationally by about
18% between October 1986 and March

1989. About 84% of vehicle miles were

operated commercially (i.e., without sub¬
sidy) in 1989 - which brought substantial
savings on financial support by local gov¬
ernment (although their aggregate gains
were partly offset by the increased admin¬
istrative and publicity costs of privatisa¬
tion).

About 450 more operators are now run¬

ning local bus services and over 60% of
services are now provided by private
operators, compared with 8% before de¬
regulation. There has been a particularly
sharp growth in the use of minibuses and
in commuter services into London. On the

whole, fares have not been much affected

by deregulation, although the arrival of
new operators has sometimes led to some

reductions. In metropolitan areas, on the
other hand, there were substantial fare in¬

creases as bus companies started charg¬

ing realistic fares for services following the
withdrawal of subsidies.

United States

In the United States, the Bus Regulatory
Reform Act of 1982 triggered a sharp
growth in the number of inter-city bus
operators, which nearly tripled, from
about 1 ,300 in 1 980 to over 3,500 in 1 987.

Nevertheless, the trend for services to"
small communities to be cut back con¬

tinued, even accelerating after deregula¬
tion.

Furthermore, one of the main objectives

of the legislation - to strengthen the finan¬
cial position of the industry - has not been
achieved. Total revenues stagnated and
operating margins were halved, from 6%
to little more than 3% between 1980 and

1986. This deteriorating financial condi¬
tion was the main reason for the author¬

ities' approval of the merger between
Greyhound and Trailways.

In the United States, inter-modal com¬

petition for the deregulated airlines has
been a major factor in the declining pro¬
fitability of the inter-city bus industry.

Ensuring Competition
after Deregulation

One effect of regulation of road trans¬
port, whether freight or passenger, has
been that the behaviour of the firms in¬

volved in the industry was subject to direct
control particularly as to the prices they
charged but also over the services oper¬
ated.

As deregulation proceeds, it is therefore
important that private arrangements and
practices by the deregulated firms do not
take the place of officially sanctioned regu¬
lations to fix prices and services, thereby
preventing the benefits of deregulation
from being realised in lower fares and in¬
creased services. Competition laws are

therefore being increasingly called upon
to monitor the road transport sector to
guard against anti-competitive price or
rate-fixing agreements between carriers,
practices by dominant firms (such as pre¬
datory pricing) or behaviour designed to
deter newcomers to the industry as well

as against anti-competitive mergers. Sev¬
eral countries have been active in enforcing

their competition laws against such
practices which may deny the consumer
the benefits of deregulation.

The experience gained from deregula¬
tion in a few OECD countries shows that

there is no justification for the continued
economic regulation of road freight trans¬
port, although government controls are
necessary to maintain minimum standards
on safety and pollution. The OECD's
Committee on Competition Law and Policy
recommends, therefore, that all restrictions

on entry into freight transport markets
should be lifted and regulation of routes
and rates abolished. It also recommends

that road freight transport should be subject
to competition laws like any other private-
sector activity.

Similarly in passenger transport, there is
no convincing case for the regulation of
entry, routes and fares for inter-city ser¬
vices, although the same proviso on
safety and environmental considerations
applies as for freight transport. The Com¬
mittee thus recommends that inter-city
bus services should be deregulated and

be governed by normal competition laws.
On local bus services 'the jury is still

out', since few countries have tried shift¬

ing to commercial operation and it is too
early to draw any firm conclusions. The
Committee recognises that regulation,
often coupled with public ownership, is
widely seen as a means for ensuring that
adequate services are provided to the
local community at reasonable fares. The
Committee nonetheless recommends that

existing regulatory arrangements and
exemptions from competition laws be crit¬
ically reviewed and the case for deregula¬
tion given serious consideration.
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The Interwoven Strands

of Development
Joseph C. Wheeler

The difficulties afflicting the developing world often aggravate one another.
The pressure of population growth and the environmental degradation that follows

have implications for development policies in poor and rich countries alike. 1

D evelopment, environment and

population are inseparable issues.
An essential part of an environ¬

mental strategy is a campaign to reduce
poverty. And unless environmental issues
are dealt with effectively, sustainable

development will remain an elusive goal.
A successful effort to stabilise world

population before it reaches 10 billion
would make it easier to achieve a decent

life for everyone without destroying the

fragile natural resource base on which we
all depend.

It follows that a determined attack on

poverty in the context of a development
strategy which is broad-based and

people-oriented would help achieve both
environmental and demographic object¬
ives.

Poverty can both cause and result from
environmental degradation. The village or
the slum that lacks clean water and sani¬

tary facilities brings sickness and death.
The uneducated often lack the know-how

to maintain a healthy environment.
It is also true, of course, that the higher

family incomes that would result from the
reduction of poverty will be used to pur¬
chase more goods. So these will have to

Joseph C Wheeler is the Chairman of the OECD

Development Assistance Committee.
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be produced in a manner that is more en¬

vironmentally efficient. That means farm¬
ing techniques that require fewer inputs.
It means saving energy. And it means
reducing pollution. In the short run

quickened development may relieve press¬
ure on the environment in one area (for
example, by pulling people out of fragile
ecosystems at the edge of deserts or on
mountainsides) but may add to the press¬
ure elsewhere (through, for instance, the
construction of electricity generators to
power irrigation or industry). But in the
long run only successful development will
tackle demographic and environmental
issues effectively.

These issues will be of central concern

at the United Nations Conference on Envi¬

ronment and Development to be hosted

by Brazil in 1992 (box, p. 32).

Environmental

Space

In dealing with environmental issues
we are coping with what might be called
limited environmental space or what Robert

Heilbroner recently called a 'closing window
of environmental tolerance'.2 It is a simple
enough idea. The earth as a whole, or

specific parts of it, are calibrated naturally
in such a way that the use of resources
and their regeneration have been held in a

kind of balance, providing people with
space for 'use' consistent with that natural
balance.

A given water system, for example, can
cope with a reasonable amount of pollu¬
ting substances, since nature has a certain

but limited capacity to absorb and cleanse
itself without upsetting the balance of the
system. Once you go over the limits, you
have a problem: the polluted Baltic and
the Mediterranean are obvious examples.
Rectifying the balance can be both very
costly and very difficult to organise and
implement.

That balance has been lost in many re¬
gions. So industrial countries, which are

often over-using environmental space,
must find ways of enhancing their stand¬
ards of living while putting much less
pressure on the environment. This is likely
to involve modifications of life-styles.

For the developing countries the first
task will be to meet basic human needs

1 . Development Co-operation: Efforts and Policies
of the Members of the Development Assistance
Committee, 1990.

2. 'Reflections (after Communism)', The New Yorker,

10 September 1990, p. 100.
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for their populations in a manner that is
sustainable. To the extent that this cannot

be done without using some of the en¬

vironmental space now used by industrial
countries we have to find sensible ways of

brokering the issues involved. Whatever
the system of brokerage - presumably to
be established in international convent¬

ions such as the one to be negotiated
(beginning next year) on global climate
change - industrial countries will in the
end have to become sufficiently energy-

saving (to cite only one important aspect)
to leave room for more of specified kinds

of energy consumption by developing
countries. Industrial countries might

agree, for example, to reduce burning of
coal and other fuels which cause

greenhouse gases, while sanctioning
some increases for developing countries
that now consume very little power de¬
rived from such sources.

Every one of us, indeed, must learn how
to achieve or maintain development with

less energy - or at least with less of the
kind of energy which uses up environmen¬
tal space. The issue is given immediacy
by the policy decisions facing China and
Eastern European countries on the use of
coal: together they could easily offset the
savings of industrial countries fairly quickly.

The Momentum

of Population Growth
The urgency that developing countries

meet basic human needs is derived not

only from the moral imperative that a bill¬
ion people ought not to have to live below
the poverty line. There is also the consid¬
eration that the sooner developing coun¬
tries meet those needs through broad-
based development - that is, devel¬
opment where most people are involved
in the production process and obtain the
benefit of education and health pro¬

grammes - the fewer people the world will
have at the end of the 'demographic tran¬
sition'.

The 'demographic transition' is the term
demographers use to describe the shift
from a Malthusian population balance,
where a high birth rate was offset by a
high death rate, to a 'civilised' balance,
where people lead long lives and the ba¬
lance involves both low birth and death

ENVIRONMENT

ON THE AGENDA

The 1992 United Nations Conference on

Environment and Development (UNCED) is
being heralded as a summit on both devel¬
opment and the environment. The event, to
be held in Brazil, is a follow-up to the
Stockholm Conference of 1972, which em¬

phasised the importance of environmental
issues for the agenda of the international
community, and to the 1 987 report of the
World Commission on Environment and

Development (chaired by Gro Harlem
Brundtland, the Prime Minister of Norway),

which specified the impact of human ac¬
tivities on the planet's natural systems.

Many governments, institutions and indi¬
viduals hope that these deliberations will
move environmental considerations from

being little more than the object of media
attentions into the realm of actions that inte¬

grate the demands of development and en¬
vironmental imperatives. The Conference
will generate an agenda intended to provide
concrete answers in the coming decades to
global ecological and social dilemmas
(hence the alternative name for UNCED '92:
ECO '92). Among the specific issues to be
treated are the relationship of environmental
degradation to poverty, lack of economic
growth, demographic pressures and chang¬
ing consumption and production patterns,
the working environment of the poor in
urban slums and rural areas, health, trade

barriers, and external debt crises.

rates. The shift initially requires a period
of rapid population growth because death
rates come down sooner than birth rates.

Thus the difference between quick success

and continuing at the current sluggish
pace of development may be the differ¬
ence between a stabilised population in

the next century or two of about 1 0 billion
and a figure of perhaps 15 billion.

The key to completing the demographic
transition at a figure of 10 million lies in
getting the birth rate down as fast as
possible. This must involve the voluntary
decisions of billions of people, for only a

development process which improves the

lot of practically everyone will achieve a
civilised population balance.3

In the long run the per capita availability
of environmental space for the popula¬
tions of industrial and developing coun¬

tries alike will be affected by the speed
with which the latter implement broad-

based development strategies. Their suc¬
cess will depend both on good policies
and management at home and on the will¬
ingness of more advanced countries to
help.

For advanced countries to play their

parts more effectively, their aid pro¬
grammes should aim to quicken the pace
of such development and should, as a
matter of course, take environmental con¬

cerns fully into account. Simultaneously,
they should continue to adopt environ¬
ment-saving measures at home.

Such a challenge should also focus on
achieving scientific and technological ad¬
vances since it seems obvious that a sus¬

tainable development process will require
more efficient ways of relieving pressure
on the environment than are known at pre¬

sent. Such an approach would reassure
developing countries and provide a
healthy basis for partnerships for dealing
with global issues as they arise.

The 1990 report of the South Commis¬
sion contained a thoughtful review of
these issues:

The South's development strategies
must take explicit account of the finite
character of the world's natural capital.

The concept of sustainable development
serves to draw attention to the need for

compatibility between growth and the
preservation of the environment and to

3. See pp. 34-37.
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warn against a narrow-minded and short¬
sighted approach to development and
economic modernisation. There is ample
evidence that a mindless preoccupation
with modernising at any cost can do
irreparable damage to ecological
systems. Degradation of land and water
and deforestation already constitute a
serious threat to the sustainability of the
development process in many develop¬
ing countries.

Since it takes a long time for meas¬
ures to protect the environment to yield
results, the countries of the South must

not lose any further time in building
environmental concerns into all devel¬

opmental processes. These concerns

should receive prominent attention in

development strategies and planning,
and environmental costs should be re¬

flected in national accounts. Society
has to be mobilised in support of life¬
styles that do not put excessive press¬
ure on scarce natural resources. Strat¬

egies for the utilisation of land and

water must prevent their overexploit-
ation. Energy intensities must be kept
within prudent limits. Patterns of urbani¬

sation that make it impossible to ease
to any meaningful extent the environ¬
mental strains of mega-cities must yield
to more regionally balanced and decen¬
tralised patterns of urban development.
Lastly, the environmental impact of un¬
controlled population growth has to be
fully appreciated both by government
and by society at large. Environmental
issues should become an essential

component of all educational pro¬
grammes.4
But how are these aims - which more

or less coincide with those expressed by
the OECD Development Assistance Com¬
mittee in its Policy Statement on 'Devel¬
opment Co-operation in the 1990s' in De¬
cember 1 989 - to be achieved? The short

answer is: we don't know. We are groping

4. The Challenge to the South: The Report of the
South Commission, Oxford University Press, Oxford,
1990, p. 280. The South Commission, 'made up of
individuals from all continents of the South, acting in
their personal capacity', was established in 1987
under the chairmanship of Dr. Julius Nyerere, formerly
the President of Tanzania.

5. See Carl Wahren, 'Population and Development',
The OECD Observer, No. 155, December 1988/Janu-
ary 1 989.

for answers. For the industrial countries,
which are at least as interested in continu¬

ing development as are those of the

South, the issues revolve around how they
can maintain their economic achieve¬

ments while reducing or stopping damage
to the environment - or, better yet, helping
it recover.

Responding to strong support from
their populations for a cleaner environ¬

ment, industrial countries have already
gone a long way in restructuring laws and
regulations and redirecting investments
with the aim of protecting the environ¬
ment. Those efforts have to be enhanced.

For the developing countries, a more im¬
mediate question is how to achieve the

basic elements that life requires without
damaging the environment. Both groups
must define their objectives clearly - con¬
sistent with agreed global objectives: not
least, protection of the ozone layer,
minimising the warming of the earth, pro¬
tection of endangered species, and the
conservation of forests - and then con¬

sider how to achieve those objectives
most efficiently.

Since nearly half the world's population
is below reproductive age, it is virtually
certain that there will be enormous popu¬
lation growth as today's cohort of young
people moves through their reproductive

period. If the world had heeded the de¬

mographers 20 or 30 years ago it might
have averted the now almost inevitable

doubling of today's population of 5.3 bill¬
ion. But forceful action today might still
avoid an unmanageable situation for gen¬
erations ahead. Furthermore, vigorous
support of family planning today can have
quick developmental results. Avoiding
pregnancy when too young or too old and
ensuring adequate spacing between pre¬
gnancies will improve health and nutrition
for mother and child.5 To the extent that

family size is reduced, developing coun¬
tries can provide more adequate school
and health facilities.

What would be the result of continuing
on the present course? Postponing the
day when serious reductions in poverty
can be achieved would probably make in¬
evitable a world population of close to
1 5 billion, since poverty usually goes hand
in hand with both a lack of interest in and

inaccessibility of family planning. A com¬
bined strategy of effective family planning
and broad-based growth and services
should make it possible to stabilise global
population at around 10 billion. It follows

that an effective attack on poverty is one
of the most important components of a
strategy to limit pressure on the environ¬

ment. In this light, people engaged in
development and environment tasks, often
in separate ministries, have to see their

tasks as complementary. Governments
can facilitate realisation of their goals by
adopting unified strategies for sustainable
development. a
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The Imperative
of Population
Control

Planning the size of your
family is a privilege now
taken for granted
in the industrialised

countries. That opportunity
must be extended to the

developing countries if they
are to avoid aggravating the
social, economic and
environmental difficulties

from which they already
suffer.

Carl Wahren

Until recently United Nations data
indicating that global population
growth rates had begun to fall be¬

came a cause not only of encouragement
but of complacency. Successful popula¬
tion policies and family planning pro¬
grammes in some countries seemed to
provide decision-makers in other coun¬
tries with an alibi for inaction. But contrary
to conventional wisdom, the rate of popu¬

lation growth in developing countries as a
whole has remained basically the same
since the mid-1970s. In absolute num¬

bers, the world has never experienced
such a dramatic population increase -
more than 90 additional million every year.

And more than 90% of this growth takes

place in those countries which can least
afford to cater for their new citizens.

Carl Wahren is Head of the Aid Management Division
of the OECD Development Co-operation Directorate.
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The same paradoxical phenomenon
could be seen in international assistance:

as analysis of data from developing coun¬
tries began to confirm family planning suc¬
cesses in several national programmes,
donor interest began to dwindle, and the
relative share of international assistance

going into population/family planning
gradually fell from an already modest 2%
to barely 1%.

This mix of national and international ig¬
norance and complacency resulted in mil¬
lions of unwanted births and induced

abortions, causing untold individual suf¬
fering and jeopardising development.
Fragile ecosystems figure prominently
among the victims. There are, of course,

other factors - not least, debt, poverty,
faltering economies and poor manage¬
ment - but unabated population growth
remains one of the major threats to pro¬
gress. For many nations and, indeed, for
tens of millions of people the last decade
was a lost decade.

In an attempt to break this vicious circle
the member countries of the OECD Devel¬

opment Assistance Committee (DAC) held
a meeting with the World Bank and the
International Monetary Fund in Paris to
discuss practical steps to strengthen and
improve support for population pro¬
grammes. The chief executives of the

United Nations Population Fund (UNFPA),
the International Planned Parenthood

Federation (IPPF) and the Population
Council took part in the meeting, which
provided an excellent opportunity for joint
stock-taking as well as for articulating fu¬
ture policies and strategies.

The meeting focussed on likely demo¬
graphic projections. It reviewed popula¬
tion programme performance. And it dis¬
cussed practical arrangements for im¬
proved co-ordination, both globally and
locally. The participants also considered
how to meet the rapidly growing demand
for the human and financial resources re¬

quired to extend family planning informa¬
tion and services to the ever-increasing
number of men and women - access to

which the United Nations has declared a

human right - and to abate unsustainable
population growth rates.

There has been undeniable progress:
95% of the developing world population
now lives in countries where at least some

support is available for family planning,
either for demographic objectives or indi¬
vidual health care, or both. Much progress
has been made in improving the access
of ordinary people to information and ser¬
vices at relatively little cost. An analysis
carried out for the meeting by the Popula¬
tion Council in New York indicates that,
since the 1960s, several hundred million
unwanted births have been averted

through family planning programmes. This
success, obviously, has materially im¬
proved individual and family well-being
and has also helped achieve development
goals. And much invaluable experience
has been gained on the design and im¬
plementation of successful population
policies and programmes.

But the picture is far from rosy: demand
for family planning continues to outstrip
the services available. An estimated 300

million men and women who want to plan
their families lack the means to do so. The
result is those millions of unwanted chil¬

dren and induced abortions, often under

appalling conditions; children abandoned;
high illiteracy rates; rising unemployment;
malnutrition; increased maternal and child

mortality; migratory pressures. The list
can be made much longer.1 But it has, at
last, been firmly established that the de¬
mand for family planning does exist, for in
earlier years this was an issue that was
hotly debated.

The Lessons

of Success

In spite of these advances, current and

projected rates of population growth in
developing countries still present extremely
serious problems for development. The
most recent UN estimates have revised

previous forecasts upwards and indicate
that population growth in many countries
is threatening to overtake their hopes of
achieving sustainable development and
alleviating the poverty which already
afflicts at least one thousand million

people. Although the transition from high
to low birth rates will not in itself guarantee
development, it is equally true that without
that move sustainable development is
inconceivable.

That point is driven home by the suc¬
cess of the 'Four Dragons', the dynamic
Asian economies of South Korea, Taiwan,
Singapore and Hong Kong. It is obvious
that those countries which are the quick¬
est in reducing birth rates and stabilising
them at a low figure are those that are
best placed to achieve national devel¬

opmental goals. Typically, these countries
made active population policies and pro¬
grammes an integral part of their devel¬
opment planning years ago. Other coun¬
tries in Asia where family planning has
made major progress include China, Thai¬
land, Indonesia and Sri Lanka. In Brazil,
Colombia, Mexico, Zimbabwe and Tunisia,
to mention some countries in other re¬

gions, family planning has also had con¬
siderable success. In Brazil and Colombia

non-governmental organisations (NGOs)
have played a central role in offering fam¬
ily planning information and services.

Any delay in adopting a population pol¬
icy magnifies the damage that has to be

1. See Carl Wahren, 'Population and Development',
The OECD Observer, No. 155, December 1988/Janu-
ary 1989.
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repaired. In Africa especially, the pro¬
spects are alarming. Of the 42 developing
countries with annual population growth
rates of over 3%, 24 are located in Africa.
Now 45% of the African population is

under 1 5 years of age and in several coun¬
tries the time in which the population will
double is 20 years or less. The total popu¬
lation which stood at 225 million in 1950

is projected to reach 880 million by the
end of the century and 1 .6 billion 25 years
later. This means that by 2025, Africa
alone may have a population which equals
that of the whole world around the year

1900.

But these problems are by no means
limited to Africa. Some of the poorer
countries in Latin America continue to

have very high birth rates, high infant mor¬
tality and relatively low life-expectancy.
And Southern Asia will be the most heavily

populated region for some decades.
Bangladesh, which is already more than
twice as densely populated as Belgium,
may eventually see its population, cur¬
rently some 113 million, stabilised at
around 300 million - a population density
about six times the present one in the
Netherlands. Most Arab countries have

seen little or no lowering of birth rates,
whereas crude death rates are relatively
low.

The countries that today are indus¬
trialised never experienced population in¬
crease rates of that order. At their peak,

during the last century, growth rates rarely
exceeded 1.5% in Europe. Even in North
America, the maximum growth rate,

boosted by heavy immigration, was only
2% a year, with massive land and natural
resources to support it. So countries that
are developing today find themselves in a
situation much more difficult; they can

draw little comfort from an analysis of

population trends in the North.
But what of AIDS? Demographers argue

about its implications for mortality rates in
the worst-affected countries. Today it

seems that, at least for the next decade,
AIDS will be felt more because of where it

makes its impact in society rather than
through the sheer number of deaths. In
several countries, particularly in Sub
Saharan Africa, urban groups who are
very important for development may be hit
hard. Infant mortality will increase sub

stantially in some areas. This will no doubt
have very serious social and economic
consequences. Yet it seems unlikely, at
least at present, that AIDS will significantly
alter the overall population trends that
have been predicted.2

Participatory
Policies and Programmes

This sombre background underlines
the urgency of strong new initiatives, both
nationally and internationally, to slow
population growth.

The determinants of fertility are varied
and complex, thus necessitating com¬
prehensive, integrated population policies
based on careful assessments of popula¬

tion and development factors. It is impera¬
tive that direct action to reduce birth rates

by means of family planning information
and services be allied to efforts to improve

social and economic conditions. Primary

health care, education, employment,

housing, broad-based programmes and
legal reform to strengthen the role and
status of women are particularly impor¬
tant, and the demographic aspects of
these programmes should be taken more
fully into account. Beyond these general

Family planning has made considerable advances in
some Latin American countries.

but crucial development activities, the
main thrust of the new intensified efforts

to moderate population growth must be
through voluntary family planning, which
has proved its effectiveness in reducing
birth rates in many developing countries.

It is for the developing countries them¬
selves to decide their population policies
and strategies. International assistance
should give high priority to strengthening
national analytical, management and ad¬
ministrative capacity to plan and imple¬
ment population programmes. It is par¬
ticularly important that governments
appreciate the full implications of rapid
population growth for their development,
not least on the environment. The policy

dialogue between aid agencies and reci¬
pients should be fully utilised to foster
such an understanding.

But no policies or programmes will be
successful, nor will they be sustainable,
unless the beneficiaries - the people and
their communities and institutions - are

fully involved in the design and running of
these activities. Here again the dialogue
between donor and recipient on the for¬
mulation of policy should serve to em¬
phasise the importance of using local
expertise, which is sensitive to cultural
realities. To take but one example: devel¬

opment activities at large have too often
been designed in a way which ignores
women in their reproductive role and as
decision-makers, producers and be¬
neficiaries.3

In spite of the considerable knowledge
which has been gained from population
programmes in many countries, there is
still wide scope for operational as well as
basic research. Priorities include improve¬

ments in the understanding of the cultural
and social factors which determine repro¬
ductive behaviour and of the social,

economic and environmental consequences

of rapid population growth. Contraceptive
methods likewise have to be improved

and alternative approaches to family plan¬
ning service delivery developed. Aid can
assist in strengthening the human re¬
sources and national institutions that deal

2. See Carl Wahren, 'Can AIDS be Contained?', The

OECD Observer, No. 154, October/November 1988.

3. See Stéphanie Baile, 'Women and Health in De¬
veloping Countries', The OECD Observer, No. 161,
December 1 989/January 1990.
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Countries which are quickest at reducing birth rates and stabilising them at a low figure, like the four 'dragons'
of Asia, are best placed to achieve national development goals.

with all aspects of population work. Africa,

where most governments have only re¬
cently begun to take population factors
seriously, would benefit particularly from
foreign assistance in institution-building
and from an exchange of international ex¬
perience.

Improving
Co-ordination

It has become clear that co-ordination

between developing countries, assistance
agencies, international institutions and

non-governmental organisations (NGOs)
has to be improved. Recipient govern¬
ments should play the central role in local
co-ordination, and agencies should make
every effort to support the governments in
this crucial task. The UNFPA and the

World Bank have a special role to play.
And the private sector and NGOs, which

constitute important sources of product¬
ive experiment and information and ser¬

vice delivery, must participate actively. A
full and frank exchange of information is a
prerequisite. Population matters, because
their cross-cutting nature has an impact

on every aspect of individual well-being
and national development, should be
raised in most, if not all, meetings dealing
with international co-operation.

Co-ordination should not be limited to

fieldwork. It should also broach issues

such as contraceptive supplies, reproduct¬
ive and social science research, census

work and regular reviews of progress in
the implementation of policies and pro¬
grammes. UNFPA will initiate such a pro¬
cess in close consultation with interested

parties.
But the local and international re¬

sources currently available are grossly in¬
sufficient. So where will additional re¬

sources come from? In the past, foreign
assistance stood for some 80% of total

investments in population/family planning
and national funding for the remaining
20%. Contributions from the people using
family planning services were negligible.
Today, the ratio has been more or less re¬

versed, and in many national programmes
users' fees have begun to make important
contributions towards cost recovery. Only
ten donor countries provide about 95% of
all assistance in population, with the

United States alone contributing almost
half. So new donors have to be mobilised,
and current donors have to increase their

funding.

Investing in people continues to receive

low priority in most developing countries.
As a result, health and education budgets,
already modest, have often been the first

to suffer when the economy comes under
pressure. It is still imperative that those
countries make more efforts in financial

terms. And users' contributions could

increase considerably through the inten¬
sified 'marketing' of population pro¬
grammes and support for private-sector
initiatives. National family planning pro¬
grammes must, above all, improve their
quality as well as outreach to gain in
credibility, sustainability and effective¬
ness.

So foreign assistance will remain cru¬

cial. Money to help developing countries
implement effective population pro¬
grammes is a sound - indeed, a vital -

investment for sustained development.
Action or inaction in population policy dur¬
ing the 1990s will decide whether the

world population will double or even triple.
That is no less than a choice between 1 0

or 15 billion people.
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Spotlight en
The United States
Robed Price

The United States has a smaller

government sector than the OECD
average, as measured by the amount

of public spending and the burden of
taxation. But this has not enabled it to

escape from the fiscal problems facing
other OECD economies: a proclivity for
public spending to grow faster than tax
revenues; a proliferation of 'off-Budget'
agencies whose costs are difficult to con¬
trol; a deteriorating public sector infra¬
structure; and a general requirement to
improve government productivity in order
to get better 'value for money'.

In some ways, the fiscal problems of the
United States are more severe than else¬

where, because the division of powers be¬

tween Congress and the Administration
makes budgetary decision-making diffi¬
cult. They are also more complex because
the system is a federal one, so that state
and local administrations have an import¬

ant policy input, unlike more centralised
OECD fiscal systems.1

The Deficit
Dilemma

Many OECD countries began the 1980s
with bigger, and more troublesome, budget
deficits than the United States, but most

have now brought them under control.
The federal deficit, meanwhile, has not

fallen below $150 billion since 1983, and

could be headed higher in the current
(1991) financial year, which began in
October. The passage of a fiscal package
along the lines of the September bipartisan
agreement will still leave the likely deficit
about $100 billion above the revised

Balanced Budget Act target of $64 billion.
According to the original Act (known after
its sponsors as the Gramm-Rudman-
Hollings Act (GRH)), passed in 1985, the
budget should have been balanced by
1991.2 This target was later amended to
1993, and as a result of recent devel¬

opments has been deferred for a second
time to 1996.

The failure to bring the deficit under
control has generated some justifiable
scepticism about the Act. But it has been
at least partially successful. Federal

Robert Price is an economist in the Country Studies
and Economic Prospects Branch of the OECD
Economics and Statistics Department.

spending has fallen as a ratio of GNP
since it was passed, and non-interest
spending is currently lower relative to
GNP than it was in 1981. The problem is
that the federal debt-to-GNP ratio has

increased by 16 percentage points over
the last decade, which has generated
extra annual interest payments of about
$70 billion a year. Because of the huge
amount of federal debt outstanding,

interest rates are now the biggest single
influence on the budget deficit.

To be optimistic, the end of the cold war
offers the prospect of large cuts in defence
programmes - the so-called 'peace divi¬
dend'. Indeed, defence spending has

been falling as a share of GNP for the last
five years and should continue to do so,
in spite of the Gulf crisis (expenditure on
which will be borne partly by other coun¬
tries). At least part of the future defence
dividend is likely to go towards reducing
the deficit. But not all, by any means. New
calls on federal resources are arising to

take the place of defence: on the environ¬
ment (where the federal government will
have to clean up many of its facilities over
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the next thirty years); prestigious scientific
projects, such as a space station and the
superconducting super-collider; health
care, and much more.

But more worrying yet is the build-up of
'off-Budget' claims linked to the federal
government's insurance and loan guarantee
commitments. The biggest commitment,

by far, is federal protection for depositors,
and it is here that the government has
incurred the largest losses, following the
bankruptcy of the organisation which
insured the thrifts. Washington now has
to cover the gap between the liabilities of
failed thrifts and the market value of their

assets, at a net borrowing cost - still
increasing - of about $200 billion over the
next five years.

To head off a budget crisis, controls
have to be strengthened. One avenue is
to raise the insurance premiums of the
depository institutions, a process which
has already started. Another is to strengthen
the Balanced Budget Act. A weakness in
the Act has been that budget cuts have
been too easy to avoid by making optimis¬
tic projections of the size of the deficit.
Once the fiscal year had started, and the
deficit began to exceed those projections,
there was no provision for remedial action.
An important feature of the recent bipartisan
agreement was the inclusion of provisions
designed to strengthen the enforcement
of the new deficit targets.

One factor limiting the deficit has been
the build-up in the surpluses of the social
security funds, which are allowed to
count towards the GRH targets. The

problem is that they should really be in¬
vested to meet future pension liabilities,
not used to finance government con¬

sumption. In view of this discrepancy,
alternative revenue sources have to be

found, but Congress and the Administra¬
tion have been unable to agree on what
they should be.

Indeed, finding means of raising taxes
which do not do more harm than the def¬

icit is difficult. The 1986 Tax Reform Act

was a landmark in terms of tax rationali¬

sation, but only passed because it was

1. OECD Economic Surveys: United States,

OECD Publications, Paris, 1990.	
2. See Byron Ballis and Richard Herd, 'Eliminating
the US Budget Deficit', The OECD Observer, No. 159,
August/September 1989.
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Several studies have claimed that American infrastructure is deteriorating, particularly highways and bridges.

revenue neutral. Nevertheless, it left

substantial distortions in the US tax sys¬
tem which could be removed while in¬

creasing both economic efficiency and
revenues. Some distortions, like the sub¬

sidies to owner-occupation, are politically
difficult to remove, as they are in other
OECD economies. Raising the internation¬
ally low rate of tax on energy, on the other
hand, has attractions in the form of energy
saving and the environment.

What Effects

on the Infrastructure?

Budget deficits are not wholly bad,
since some kinds of public spending,
whether financed by borrowing or taxa¬
tion, can enhance economic growth. But
the federal deficit does pose a problem
since it has reduced US saving and
pushed up interest rates, not just for the
United States but internationally. The re¬
sult, if this trend continues, will be to re¬

duce long-run US growth.
A related concern is that the squeeze

on non-interest spending is cutting the
growth of public investment more than it
is affecting consumption. After 1973 the

growth of the public-sector capital stock
per capita slowed dramatically. Several
studies have claimed that American

infrastructure is deteriorating as a result,
particularly highways and bridges. Other
studies have blamed the decline in pub¬
lic investment for the slowdown in US

productivity growth and, by inference,
have called for more spending on public
works.

3. See Norberto Bottani and Isabelle Delfau, 'The
Search for International Educational Indicators', The
OECD Observer, No. 162, February/March 1990.

But opportunities for the federal gov¬
ernment to invest in high-return public
projects are more limited than they were.
The inter-state highway system, for ex¬
ample, is virtually complete, and the
highest returns now come from mainte¬
nance rather than new construction.

Aviation probably represents the one
area of infrastructure in which substan¬

tial new additions to the federal capital
stock may be profitable from a cost-
benefit standpoint. Some airports and
portions of the national airspace system
are capacity-constrained, with the anti¬
quated air-traffic control system the
main obstacle to productivity growth.
Public investment could reduce conges¬
tion and increase competition, which is
currently restricted by the availability of
slots at major hubs.

Educational spending is another crucial
area where the government can make a
substantial contribution to growth, but
here the link between spending and per¬
formance is not so clear-cut. Although the
United States fares rather well by inter¬
national comparison in terms of educa¬

tional attainment (years of schooling,
people with university degrees, and so
on), it does less well in terms of educa¬

tional achievement at school level, par¬
ticularly in examinations of mathematics

and science. A variety of indicators also
show a marked decline in US educational

performance over the last twenty-five
years.3

'Fiscal

Federalism'

Education, infrastructure and public-
spending issues generally are made

more complex and more challenging in
the United States because the constitu¬

tion allocates wide powers to the States.
Public choice is often better exercised

through the State or local government,
but there are no clear-cut rules, so that

the relationships between the various

levels of government are constantly
evolving.

During the last ten years the pendulum
has swung from fiscal centralism towards
providing more discretion to State and

local government, because of fears that
increasing centralisation had meant less
value for money. Federal assistance has,
for example, often led to excessive and
misdirected investment because local

benefits are not linked to the costs of

providing them.
With the federal government anxious

to return as much fiscal discretion to the

States as it can, the States themselves

have been confronted with tax problems -
although unlike the federal government
they have been saved from deficit by
constitutional requirements to balance

their budgets. They are being forced to
experiment and innovate, through lotter¬
ies, user-fees for state-supplied ser¬
vices, and so on. Yet, although grass¬
roots opposition to higher taxes remains
ingrained, placing severe limits on both
the amount of taxes to be collected and

the use to which they may be put, voters
have begun to link taxes and expendi¬
tures more closely. California recently
voted in a referendum (Proposition 111)
to double the State's petrol tax, the extra
funds raised to be designated for improv¬
ing its public transport and road net¬
work. This vote could be important in
showing that tax increases or user-fees

may be acceptable if precise restrictions
are put on their use. There may be less¬
ons here for the federal government.
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Economy

OECD ECONOMIC SURVEYS

1989-90 Series
ISSN 0376-6438

FINLAND

UNITED STATES
Single issue:
FF50 £6.00 US$11.00 DM21

Subscription to the 1989-90 Series
(20 to 24 surveys to be published):
F720 £84.30 US$158.00 DM310

See pp. 38-39 of this OECD Observer.

Agriculture
REFORMING

AGRICULTURAL POLICIES:

Quantitative Restrictions

on Production/

Direct Income Support
(October 1 990)
In most OECD countries quantitative restric¬
tions to control output are a major element of
agricultural policy; in many countries the role of
direct income payments in farm income sup¬
port is growing. The two studies contained in
this book were undertaken at the request of
OECD Ministers and constitute a preliminary
analysis of how these measures may individu¬
ally contribute to the reform of agricultural pol¬
icies, within the framework of an overall reduc¬
tion of assistance.

The analysis of quantitative restrictions iden¬
tifies their constraints in improving the market
orientation of agricultural production. The analy¬
sis of direct income support identifies the char¬
acteristics of measures that are the least

economically distorting.
(51 90 06 1) ISBN 92-64-1 341 4-X, 86 pp.
F115 £14.00 US$24.00 DM45

Development
Development Centre
'Economic Choices before the Developing Countries' Series.
General Editor: Keith Griffin, Professor and Chairman,

Economics Department, University of California Riverside, in
association with the OECD Development Centre

THE STRATEGY OF DEVELOPMENT

IN BANGLADESH

Azizur Rahman Khan and Mahabub Hossain

After a brief period of experimentation with
large-scale nationalisation of industry and fi¬
nance following the birth of Bangladesh in
1971, successive governments have adopted
the orthodox economic policies advocated by
aid donors and international agencies. They
have in particular tried to promote a 'green re¬
volution', raised interest rates, devalued the

currency, privatised state enterprises and
gradually reduced the size of the public sector.
But this book - the most comprehensive study
available of the economy of Bangladesh -
shows that the incidence of poverty and in

equality has continued to be high, that social
sectors have made little progress and that in¬
dustrial growth has at best been modest.
ISBN 0-333-49679-5 (hardcover)
ISBN 0-333-49680-9 (paperback)
Published by the Macmillan Press Ltd in association with the
OECD Development Centre. Available from: The Macmillan
Press Ltd, Houndmills, Basingstoke, Hampshire RG21 2XS, UK

POLICY CHOICE AND DEVELOPMENT

PERFORMANCE IN BOTSWANA

Charles Harvey and Stephen R. Lewis Jr.
At independence in 1966 Botswana was one of
the world's poorest countries, devastated by
drought, relying on Britain for half the cost of
the current budget with no capital city and only
a few miles of tarred road, and only 80 students
in the fifth year of secondary school. In the next
twenty years Botswana had the fastest rate of
economic growth of any country in the world,
partly because of the discovery of several
mines which had an enormous impact on the
economy. This book analyses the management
of mineral wealth, the extent to which economic

policy also contributed to growth, and how
rapid growth affected the people of Botswana,
rural and urban, rich and poor.

ISBN 0-333-52532-9 (hardcover)
ISBN 0-333-52533-7 (paperback)
Available from: The Macmillan Press Ltd, Houndmills,

Basingstoke, Hampshire RG21 2XS, UK.

Education

THE TEACHER TODAY:

Tasks, Conditions, Policies
(October 1 990)
(91 90 03 1 ) ISBN 92-64-1 341 3-1 , 1 1 8 pp.
F90 £12.00 US$20.00 DM35.00

See David Istance, 'What Prospects for Teachers?', The OECD
Observer, No 160, October/November 1989.

FINANCING HIGHER EDUCATION:

Current Patterns

(October 1990)
(91 90 04 1) ISBN 92-64-13422-0, 108 pp.
F100 £12.00 US$21.00 DM39

See Gareth Williams, 'Changing Patterns of Finance', The
OECD Observer, No 161. December 1989/January 1990.

EDUCATION IN OECD COUNTRIES

1987-88:

A Compendium of Statistical
Information

1990 Special Edition
(November 1990)
The first part of this special edition analyses
changes in education during the period 1 975-86.
In the second part, statistical tables set out
data on the 1987-88 school year, covering six
major subject areas: pupils, teachers, students,
enrolment rates, qualifications and expendi¬
ture. Organisation charts give details of each
country's education system and make it easy
to pinpoint similarities and differences.
(91 90 06 1) ISBN 92-64-13425-5
F140 £17.00 US$30.00 DM55

HIGHER EDUCATION MANAGEMENT

Journal of the Programme
on Institutional Management
in Higher Education
ISSN 101 3-851 X

Vol. 2, No. 3 (October 1990)
The Transition between Secondary and

Higher Education: ways in which the transition
between secondary and higher scientific edu¬
cation in France can be managed better, and
some of the obstacles to improvement

Performance Indicators: moving forward to
a more developmental approach to performance
measurement and to improvement in programmes
and institutions as well as in accountability

Evaluating Quality at the Institutional Level: a
critical examination of US use of performance
measurement and proposals for methods of
judgement aimed at local development rather
than central control

Information Technologies: ways of support¬
ing teaching and learning

Library Automation: using large data bases
and exploiting automation in library systems

IT Supporting Research: what do researchers
require and what is the effect of IT on research?

University Computer Systems: establishing
and operating a network within a university

The Electronic Campus: defining the elec¬
tronic campus and some of the management
and organisational issues that arise.
(89 90 03 1) ISBN 92-64-13423-9
Per issue:

F100 £11.70 US$22.00 DM43

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

Energy

IEA (International Energy Agency)

ENERGY POLICIES

AND PROGRAMMES

OF IEA COUNTRIES:

1989 REVIEW

(October 1 990)

Every year, the IEA reviews the progress of its 21
member countries in reducing their vulnerability
to supply disruptions and adapting their energy
economies to changed circumstances. Each
country's performance is assessed separately.
These country reviews support an overall survey
of developments in energy markets,
energy-related environmental issues and energy
policies and programmes, including research,
development and demonstration activities. The
national reports offer policy recommendations
by teams of experts from other IEA governments
and the IEA Secretariat.

(61 90 04 1) ISBN 92-64-13386-0, 604 pp.
F430 £52.00 US$90.00 DM167

NEA (Nuclear Energy Agency)

NUCLEAR LEGISLATION:

THIRD PARTY LIABILITY

Many countries have adopted a special liability
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and insurance system for operators of nuclear
installations in the event of damage caused by a
nuclear incident. This book describes the rele¬

vant international conventions and studies na¬

tional legislation using a standard to facilitate
research and comparison. The national studies
describe the nature of the liability, the type of
nuclear damage covered, and the conditions for
taking out financial security and for compensat¬
ing victims. Where applicable, the studies are
supplemented by information on the liability of
operators of nuclear-powered ships.
(66 90 07 1 ) ISBN 92-64-1 3421 -2
F210 £25.00 US$45.00 DM82

Financial Affairs

FINANCIAL MARKET TRENDS
ISSN 0378-651 X

No. 47

October 1 990

Special Feature: Financial Systems
and Financial Regulation
in Dynamic Asian Economies
(27 90 03 1)
Per issue:

F80 £10.00 US$17.00 DM33

1991 Subscription (3 issues):
F200 £24.00 US$42.00 DM78

Fiscal Affairs

THE IMPACT OF TAXATION

ON INTERNATIONAL CAPITAL FLOWS

A Symposium of OECD
and Non-OECD Countries,
June 1990

(November 1990)

This publication summarises the proceedings of
the June 1990 Symposium organised by the
OECD and the International Monetary Fund at
which 14 non-OECD countries from Asia, Africa,
Eastern and Central Europe and Latin America
and a number of international organisations par¬
ticipated. It covers: tax reform; the policy impli¬
cations of recent tax reforms on investment

flows between OECD and other countries; tax
treaties and investment flows; and tax
obstacles and incentives to inward investment
in non-OECD countries.
(23 90 05 1 ) ISBN 92-64- 1 3426-3
F170 £20.00 US$36.00 DM66

THE TAX/BENEFIT POSITION

OF PRODUCTION WORKERS:
1985-1988/

LA SITUATION DES OUVRIERS
AU REGARD DE L'IMPÔT
ET DES TRANSFERTS SOCIAUX:
1985-1988

Bilingual
(November)
(23 90 04 3) ISBN 92-64-03337-8
F165 £20.00 US$35.00 DM65

Industry
INDUSTRY POLICY

IN OECD COUNTRIES:

Annual Review 1990

(November 1990)
Every year the OECD Industry Committee holds
an exchange of views on industrial policy devel¬
opments in OECD countries. This report syn-
thesises information about recent government

initiatives to promote industrial development
and adjustment. Special emphasis is placed
this year on measures in support of industrial
R&D. Quantitative indicators illustrate industrial
trends in OECD countries.
(70 90 02 1) ISBN 92-64-13420-4
F140 £17.00 US$30.00 DM55

'10 BESTSELLERS'

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

1. OECD Economic Surveys
1989-1990 Series

UNITED KINGDOM

(10 90 28 1) ISBN 92-64-13406-9

FF50 £6.00 US$11.00 DM21	

2. OECD Economic Surveys
1989-1990 Series

SWITZERLAND

(10 90 26 1) ISBN 92-64-13404-2

FF50 £6.00 US$11.00 DM21	

3. OECD EMPLOYMENT OUTLOOK
1990

(81 90 02 1) ISBN 92-64-13396-8

FF190 £23.00 US$40.00 Dfv178	
4. FINANCING AND EXTERNAL

DEBT OF DEVELOPING

COUNTRIES

1989 SURVEY

(43 90 03 1) ISBN 92-64-1 3395-X

FF130 £15.50 US$27.00 DM51	

5. AGRICULTURAL POLICIES,
MARKETS AND TRADE:

MONITORING AND OUTLOOK

1990

(51 90 01 1) ISBN 92-64-13381-X

FF170 £20.50 US$36.00 DM67	

6. LABOUR MARKET POLICIES

FOR THE 1990S

(81 90 01 1) ISBN 92-64-13363-1

FF110 £13.00 US$23.00 DM43	

7. URANIUM - RESOURCES,
PRODUCTION AND DEMAND

1989

(66 90 02 1) ISBN 92-64-1 3364-X

FF250 £30.00 US$52.00 DM97	

8. TAXPAYERS' RIGHTS

AND OBLIGATIONS

A Survey of the Legal Situation
in OECD Countries

(23 90 01 1) ISBN 92-64-13390-9

FF100 £12.00 US$21.00 DM39	
9. DIRECTORY

OF NON-GOVERNMENTAL

DEVELOPMENT ORGANISATIONS

IN OECD MEMBER COUNTRIES
(40 90 01 3) ISBN 92-64-03373-4

FF430 £52.00 US$90.00 DM168	

10. THE PERSONAL INCOME

TAX BASE

A Comparative Study
(23 90 03 1) ISBN 92-64-13368-2
FF190 £23.00 US$40.00 DM75

THE STEEL MARKET IN 1989

AND THE OUTLOOK FOR 1990

(October 1 990)

After three consecutive years of increase, steel
consumption in the OECD area will probably
decline by 2% in 1990. As net exports to the
rest of the world may continue to decline, steel
production for the OECD area is expected to
be reduced by 2V6%.
(58 90 01 1) ISBN 92-64-13417-4, 38 pp.
F100 £12.00 US$22.00 DM39

Science and Technology
COMMUNICATIONS OUTLOOK 1990/
PERSPECTIVES

DES COMMUNICATIONS 1990

(November 1990)
Bilingual
(93 90 03 3) ISBN 92-64-03336-X
F150 £18.00 US$32.00 DM58
See this OECD Observer.

Tourism

TOURISM POLICY

AND INTERNATIONAL TOURISM

IN OECD MEMBER COUNTRIES
(November 1990)
The tourism industry in the OECD area is boom¬
ing and in 1989 international demand continued

to grow, though to a varying extent, according
to the destination. The heavy burden this
steady growth has placed in many countries on
passenger transport services is assessed in a
special chapter devoted to the future of tourism

in the context of evolving transport policies.
(78 90 01 1) ISBN 92-64-13424-7
F210 £25.00 US$45.00 DM82

Transport

ECMT (European Conference
of Ministers of Transport)

ACTIVITIES OF THE CONFERENCE

36th Annual Report: 1989
Resolutions of the Council of Ministers

of Transport and Reports approved in
1989

(September 1 990)
(75 90 07 1) ISBN 92-82-11150-4, 154 pp.
F200 £24.00 US$42.00 DM78

STATISTICAL REPORT

ON ROAD ACCIDENTS IN 1988/
RAPPORT STATISTIQUE
SUR LES ACCIDENTS

DE LA ROUTE EN 1988

(September 1 990)
Bilingual
(75 90 08 3) ISBN 92-821-0137-1, 74 pp.
F95 £11.00 US$20.00 DM37

STATISTICAL TRENDS

IN TRANSPORT: 1965-1987/

ANNALES STATISTIQUES

DE TRANSPORT: 1965-1987

(September 1990)
Bilingual
This annual publication sets out the main statis¬
tical data concerning the transport sector in the
19 European member countries of the ECMT.
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Provides a summary report on the main trends
ascertained from the analysis of the statistical
data available, and a range of tables covering
such topics as investment, infrastructure, roll¬
ing stock, human resources, traffic and energy
consumption for the different modes of trans¬
port.
(75 90 06 3) ISBN 92-64-03336-X, 204 pp.
FF150 US$32.00 £18.00 DM58

RESEARCH

ON TRANSPORT ECONOMICS
Annual Information/

RECHERCHE EN MATIÈRE
D'ÉCONOMIE DES TRANSPORTS
Bulletin annuel d'information

Bilingual
Vol. XXII

(November 1 990)
The Annual Information Bulletin is produced by
the ECMT Documentation Centre as part of
'International Co-operation in the Field of
Transport Economics Documentation (ICTED)'.
It presents a survey of research in hand on the
social and economic aspects of transport in
over 400 specialised agencies which are mainly
European but in some cases American, Cana¬
dian or Australian. This annual survey enables

specialists to ensure increased co-ordination of
their work and provides the public a means of
monitoring trends in transport policy.
(74 90 01 3) ISBN 92-821-0170-3
F400 £48 US$85.00 DM155

MARITIME TRANSPORT: 1989

(October 1990)
The strength in shipping markets was maintained
throughout 1989, as favourable economic
developments prevailed. Bulk cargo, both dry
and liquid, increased worldwide, along with a
rise in liner shipments, leading to a significant
reduction in the imbalance between demand

and the tonnage available. The result was that
1 989 turned out to be one of the most profitable
years for shipowners since the beginning of the
1980s.

(76 90 01 1) ISBN 92-64-13418-2, 172 pp.
F120 £15.00 US$25.00 DM46

Statistics

QUARTERLY

LABOUR FORCE STATISTICS/

STATISTIQUES TRIMESTRIELLES

DE LA POPULATION ACTIVE
ISSN 0255-3627

(October 1 990)
Bilingual
Single issue:
F50 £6.00 US$11.00 DM21

1991 Subscription:
F185 £22.00 US$40.00 DM73

FOREIGN TRADE

BY COMMODITIES: 1988/

COMMERCE EXTÉRIEUR
PAR PRODUIT: 1988

New Series C

(Bilingual)
ISSN 0474-540X

New Series C is now issued in five volumes on

a subscription basis only. The new format is
intended to provide data sooner - a volume is
published as soon as data for six reporting
countries are received; and in more usable form -

data for a given country showing imports and

exports over a six-year period appear on the
same page. Each country's trade data refer to ap¬
proximately 100 partner countries, or their main
country groupings (OPEC, COMECON, etc.).
Each of the first four volumes of the new Series

C cover six individual reporting countries for the
period 1983-88 and are published as and when
the data become available. Thus, data for a

particular country will not necessarily appear at
the same time or in the same volume each year.
The fifth volume includes the main reporting
country groupings (OECD-Total, OECD-
Europe, North America, EEC and EFTA).
The new format shows each reporting country's
trade by SITC Sections and Divisions. Up to
now, data were reported according to SITC
Rev. 2. As from 1988, reporting countries are
required, in principle, to report data according
to SITC, Rev. 3. However, for countries which
have adopted SITC Rev. 3, there is no discon¬
tinuity in the published figures, since the Sec¬
tions and Divisions in Rev. 2 before 1988 have

been converted into Rev. 3 for the publication.

1988 - Vol. 3

(October 1 990)
Subscription Prices
1988 Data - 5 Volumes

F1.800 £211.00 US$396 DM648

FOREIGN TRADE BY COMMODITIES:

1989

COMMERCE EXTÉRIEUR
PAR PRODUITS: 1989

New Series C
ISSN 0474-540X

Bilingual

1989 - Vol. 1

(November 1990)
Subscription price
1989 Data - 5 volumes:

F1.800 £211.00 US$396 DM648

IEA (International Energy Agency)

QUARTERLY OIL STATISTICS
AND ENERGY BALANCES/

STATISTIQUES TRIMESTRIELLES
DU PÉTROLE
ET BILANS ÉNERGÉTIQUES
ISSN 0378-6536

Bilingual
Contains quarterly statistics on oil and gas sup¬
ply as well as energy balances for the OECD
countries. The oil and gas statistics cover
production, trade, refinery intake and output,
stock changes and consumption for crude oil,
NGL, and nine oil product groups as well as
natural gas. Import and export data are re¬
ported by source and destination. The energy
balances show primary energy requirements by
type of fuel. Data are shown by country, and
are also aggregated by region.
Second Quarter 1990 (October 1990)
(60 90 03 3)

Single issue:
F200 £24.00 US$42.00 DM82

Subscription:
F640 £75.00 US$140.00 DM275

ENERGY PRICES AND TAXES

(Quarterly)
ISSN 0256-2332

Second Quarter 1990

(October 1990)
Single issue:
F200 £23.40 US$44.00 DM86

1990 Subscription
F640 £75.00 US$140 DM275

PS^p|

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 vitas), should be marked '0BS'
and sent to:

Personnel Division

OECD

2, rue André-Pascal
75775 PARIS CEDEX 16

FRANCE
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Schedestrasse 7
5300 Bonn 1

Telefax: (0228)26.11.04
Tel. (0228)21.60.45

JAPAN

OECD Publications and Information Centre
Landlc Akasaka Building
2-3-4 Akasaka, Mlnato-ku
Tokyo 107
Telefax: (81.3)584.7929

UNITED STATES OF AMERICA
OECD Publications and Information Centre
2001 L Street N.W., Suite 700
Washington, D.C. 20036-4095 T
Telefax: (202)785.0350

Tel. 586.2016

Tel. (202)785.6323

Tel. (055)645415

Tel. 365083

ITALY

LIBRERIA Commlssionarla Sanson!

Via Benedetto Fortlnl, 120/10
Casella Post. 552

501 25 Flrenze

Telex: 570466 Telefax: (39.55)641257
Via Bartolinl 29

20155 Milano

La dlffuslone delle pubblicazlonl OCSE viene assicurata dalle
princlpall llbrerie ed anche da:
Editrice e Llbreria Herder
Piazza Montecitorio 1 20

00186 Roma Tel. 679.4628
Telex: NATE L I 621427

Llbreria Hfpli
Via Hepli 5
20121 Milano

Telex: 31.33.95 Telefax: (39.2)805.2886
Llbreria Scientifica

Dott. Luclo de Blaslo "Aelou"

Via Meravigli 16
20123 Milano Tel. 807679
Telefax: 800175

KOREA

Kyobo Book Centre Co. Ltd.
P.O. Box 1658, Kwang Hwa Moon
Seoul
Telefax: 735.0030

Tel. 865446

Tel. (REP)730.78.91

MALAYSIA/SINGAPORE
University of Malaya Co-operative Bookshop Ltd
P.O. Box 1127, Jalan Pantal Baru 59100
Kuala Lumpur
Malaysia
Telefax: 757.3661
Information Publications Re. Ltd.

Pel-Fu Industrial Building
24 New Industrial Road No. 02-06
Singapore 1953
Telefax: 284.8875

NETHERLANDS

SDU Uitgeverij
Christoffel Plantijnstraat 2
Postbus 20014

2500 EA's-Gravenhage
Voor bestellingen:

PORTUGAL

Llvraria Portugal
Rua do Carmo 70-74

Apart. 2681
1117 Llsboa Codex
Telefax: 37 02 64

SINGAPORE/MALAYSIA
See "Malaysia/Singapore"

SPAIN

Mundi-Prensa Ubros S.A.

Castellé 37, Apartado 1223
Madrid 28001

Telex: 49370 MPLI Telefax: 575.39.S
Ubrerla Internaclonal AEDOS

Consejo de Clento, 391
08009 - Barcelona

Telefax: (93) 317-01-41

SWEDEN

Frltzes Fackboksfôretaget
Box 16356, S 103 27STH
Regerlngsgatan 12
DS Stockholm

Telex: 12387 Telefax: (0B)20.50.21
Subscription Agency:
Wennergren-Willlams AB
Box 30004

104 25 Stockholm

Telex: 19937 Telefax: (0B)50.82.86

SWITZERLAND

OECD Publications and Information Centre
Schedestrasse 7
5300 Bonn 1

Telefax: (0228)26.11.04
Librairie Payot
6 rue Grenus
1211 Genève 11

Telex: 28356

Subscription Agency:
4 Place Pépinet - BP 3312
1002 Lausanne

Telefax: (021)341.33.45
Maditec S.A.

Ch. des Palettes 4
1020 Renens/Lausanne

Telefax: (021)635.07.80

Tel. 347.49.82/3/4/5

Tel. 431.33.99

Tel. (93) 301-86-15

Tel. (08)23.89.00

Tel. (08)54.12.00

Tel. (0228)21,60.45

Tel. (022)731.89.50

Tel. (021)341.33.31

Tel. (021)635.08.65

UNITED NATIONS BOOKSHOP/
PALAIS DES NATIONS

1211 Genève 10 Tel. (022)734.60.11 (ext. 48.72)
Telex: 289696 (Attn: Sales) Telefax: (022)733.98.79

TAIWAN

Good Faith Worldwide Inf I. Co. Ltd.
9th Floor, No. 118, Sec. 2
Chung Hsiao E. Road
Taipei
Telefax: (02) 394.9176

THAILAND

Suksit Siam Co. Ltd.

1715 Rama IV Road, Samyan
Bangkok 5

Tel. 756.5000/756.5425 TURKEY

Tel. 283.1786/283.1798

Kultur Yaylnlarl Is-Turk Ltd. Stl.
Atatùrk Bulvarl No. 191/Kat. 21
Kavaklidere/Ankara
Dolmabahce Cad. No. 29

Besiktas/lstanbul
Telex: 43482B

Tel. 391.7396/391.7397

Tel. 251.1630

Tel. 25.07.60

Tel. 160.71.88

Tel. (070 3)78.99.11
Tel. (070 3)78.98.80

Telex: 32486 stdru Telefax: (070 3)47.63.51

NEW ZEALAND

Government Printing Office Bookshops
Customer Services

33 The Esplanade - P.O. Box 38-900
Petone - Wellington Tel. (04)685-555
Telefax: (04) 685-333

NORWAY

Narvesen Info Center - NIC
Bertrand Narvesens vel 2
P.O. Box 6125 Etterstad
0602 Oslo 6

Telex: 79668 NIC N Telefax: (02)68.19.01

PAKISTAN

Mirza Book Agency
65 Shahrah Quaid-E-Azam

Lahore 3 Tel. 66839
Telex: 44886 UBL PK - Attn: MIRZA

UNITED KINGDOM
HMSO

Gen. enquiries: Tel(071) 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: 071 873 8463
Branches at: Belfast, Birmingham, Bristol, Edinburgh,
Manchester

VENEZUELA

Llbreria del Este

Avda F. Miranda 52, Aptdo. 60337
Edificio Galipân
Caracas 106 Tel. 951.1705/951.2307/951.1297
Telegram: Llbreste Caracas

Tel. (02)57.33.00 YUGOSLAVIA

Jugoslovenska Knllga
~, P.O. Box 36

Tel. 621.992

Knez Mihajlova 2,
Beograd
Telex: 12466jkbgd
Orders and inquiries from countries where Distributors have
not yet been appointed should be sent to: OECD Publications
Service, 2 rue André-Pascal, 75775 Paris Cedex 16, France.

Director: Lucien Dantin
Printed in France
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