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Micro-enterprises - here sellers of salt-loafs in Mali - are a source of economic

and social dynamism that the idea of 'participatory development' is trying to
capture.
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DI uring the last two weeks in July the
I world was pre-occupied with the
London summit and then by events

in the Soviet Union. During that same
period the first summit meeting of Latin
American heads of state also took place in

Guadalajara, in Mexico. Even before the

first speech was given, the Latin American
summit had sent a clear message to the
world. With the sole exception of Cuba, all

heads of state were freely elected repre¬
sentatives of Latin American democracies.

In the course of the last decade, while the

world has viewed Latin America primarily
in the context of its economic problems,

its countries have completed an essen¬

tially peaceful process of transition to
democratically elected governments.

Six weeks earlier, in Abuja, Nigeria, the
newly elected Chairman of the Organisation
for African Unity, President Babangida of

Nigeria, had set forth for his fellow heads
of state a powerful challenge for reform in

Africa's political leadership:
Today the clamour for démocratisation

and party pluralism is on the ascendancy
in Africa. As leaders, we must accept

and comply with the wishes of those we
represent. No amount of force can forever
stifle the right of the governed to de¬
cide, at periodic, free and fair elections,
the fate of any government. Let us resolve
now, and commit ourselves to the dis¬

mantling of all apparatus of unrepresent¬
ative power - setting a date before the
end of this century for its achievement.
The process of political transition re¬

flected at these two meetings of heads of

state highlights the opportunities facing
the development assistance community. It
is clear that developing countries are

Participatory
Development

and Democracy
Alexander R. Love

More than one billion people -
a third of the developing
world's population - live

in poverty. Over 600 million
of them are 'extremely poor'.1
The latest report of the OECD

Development Assistance
Committee suggests that the
movement toward democracy

in several countries

of the Third world and its

corollary, participatory
development, can help lower

these figures.2

Last summer at Guadalajara...

moving toward more participatory and
representative societies of their own ac¬

cord. That movement, as evidenced by
the meetings at Abuja and Guadalajara, is
already well underway. Recent elections
in Nepal indicate that change is also un¬
derway in Asia, where the bulk of the
world's poor reside. The challenge to the
developed countries is how to respond to
this welcome trend.

Alexander R. Love is Chairman of the OECD Devel¬

opment Assistance Committee.

This challenge underscores the continu¬

ing necessity of re-examining the basic
tenets of our relations with the developing
world. It entails an acceleration of the

move from an 'aid' relationship to one of
increased co-operation and partnership. It

will require enhanced support for the
budding democracies as they evolve and
develop. That process will be a protracted

one - with a longer transition process than
we may be willing to admit today.

The scope of this challenge will also
mandate reform in our own countries - in

areas seen hitherto as unrelated in the

context of our relationship with the de¬

veloping countries. The areas where re¬
form is required are ones that cause con¬
siderable discomfort - arms export, mili¬

tary expenditure in our own countries, a
more open trade regime, re-thinking the
role of developed countries in global chall¬
enges such as environment and drugs, re¬

examining our own role in corruption in
the developing countries, and so on.

These reforms, on our part, must go
hand-in-hand with the reform efforts of

the developing countries themselves if we
are to assist them successfully to under¬

take the complex dual challenges of
economic and political reform upon which

many are now embarked.
The vicious circle of under-development,

linking high population growth, poverty,
malnutrition, illiteracy and environmental

degradation, can be broken through pur¬
suit of three basic, interrelated themes as

central objectives for development co¬
operation in the decade ahead:

promoting sustainable economic growth
ensuring environmental sustainability

and slowing population growth where it is
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too high to permit sustainable devel¬
opment

enabling broader participation of all the
people in the productive processes and a
more equitable sharing of their benefits.3

A Guiding Theme
for Aid Policies

Ultimately, development and devel¬
opment co-operation succeed only if they
ensure broad participation and a sharing

in development and its benefits, as well as
decent conditions for life, income and em¬

ployment for the whole of the population,

including vulnerable and underprivileged

groups.

There is a vital connection between

open, democratic and accountable politi¬
cal systems, individual rights and the
effective and equitable operation of

economic systems with substantial reduct¬

ions in poverty. Participatory development
requires strategies and approaches which
combine effective economic policies,

Presidential elections in Benin, March '91

equitable access to basic social and
economic services and broader popular

participation in decision-making on the
orientation of government policies and

programmes.
The members of the DAC4 will work

with their developing-country partners to

achieve more participatory development,
in the following areas in particular:

priority for programmes providing
affordable, effective and sustainable ser¬

vices, such as for education, training and

health, for the masses of the people, in¬

cluding the poor, and broad participation
in selection, administration and financing
of these services

promoting conditions for a dynamic pri¬
vate sector, strengthening the role of indi¬
vidual and community-based initiatives,
private enterprise and the market system,
and facilitating broad access to product¬
ive assets

establishing an enabling policy environ¬

ment and the necessary support for the
micro-enterprise and informal sectors5

establishing appropriate boundaries for
the role of central government and a big¬
ger role for local organisations and non¬
government organisations

associating users through appropriate

organisations with the design and im¬
plementation of aid-financed projects

enabling active participation of women
in the processes of development as deci¬
sion-makers, producers and providers of
basic care

assisting developing countries in

strengthening institutions, policies and
practices leading to good government,
both central and local

respect of human rights, including
effective and accessible legal systems

strengthening the fight against corrup¬
tion.

Is participation an end, a means or
both? When it is directed from above it

becomes mobilisation, a means of getting
things done. When it arises from below, it
is a way for people to obtain a larger share
of the benefits of development. Participa¬
tion can assume different degrees and
forms. It may be passive, such as using a
service or attending a meeting and ac¬
cepting decisions made by others. It may
entail more active stances, such as involve¬

ment in the delivery of a service or, as
UNICEF defines it, 'in real decision-mak¬

ing at every stage - identification of prob¬
lems, the study of feasibility, planning, im¬
plementation, and evaluation'. In the real

world, this last definition most often ap¬

plies to local activities and decision-mak¬

ing. At higher echelons the power to take
decisions is usually reserved for a select
few.

Through fuller local participation,
people gain knowledge and awareness of

1 . According to World Bank estimates.

2. Development Co-operation
OECD Publications, Paris, 1991.

1991 Report,

3. 'Policy Statement on Development Co-operation in
the 1990s' - Development Assistance Committee,

available free of charge from the Development Co¬
operation Directorate at the OECD.

4. Australia, Austria, Belgium, Canada, Denmark, the

EC, Finland, France, Germany, Ireland, Italy, Japan,
Netherlands, New Zealand, Norway, Sweden, Switzer¬
land, United Kingdom, United States.

5. See pp. 7-1 1 .
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OECD Statistics on Diskette

This diskette contains time-series similar to the

reference tables included in the annual report of
the Chairman of the Development Assistance
Committee: Development Co-operation - 1991
Report. The data, by types of financing, cover the
flow of financial resources from the individual DAC

member countries and the EC to developing
countries and multilateral organisations over the
last twenty years. The diskette contains, in addi¬
tion, data on public aid to development (ODA) and
total flows expressed in percentages of GNP,
population and GNP deflators of DAC member
countries, which make the data comparable by
taking into account changes in current prices and
exchange rates.
Subscription: FF1.470 £155 US$265 DM460

I issue per year in December

Other diskettes of the Development Assistance
Committee include External Debt Statistics,

Geographical Distribution of Financial Flows to
Developing Countries and Statistics of External
Indebtedness: Bank and Trade-related Non-

Bank External Claims on Individual Borrowing
Countries and Territories.

The data are provided on diskette for IBM-compat-
ible micro-computers on 5'A inch, double-sided,
double-density diskettes formatted on both sides
to 360 Kbytes or on 3'/: inch, double-sided,
double-density diskettes formatted to 720 Kbytes.
OECD data are supplied in a compressed (CMP)
format and the diskette contains a simple pro¬
gramme to translate the files into other formats:
WKS, WK1, DIF, SLK, PRN, TXT. The data can

therefore be readily used with software packages
such as LOTUS 1-2-3, SYMPHONY. MS-DOS.

MULTIPLAN and VISICALC. Technical documen¬

tation accompanies each data package.

their own social, economic and political
conditions and learn to address them.

Participation in grassroots organisations
can thus give people experience in de¬
mocracy and empowerment which, in turn,
could be a foundation for democratic life

in their society as a whole.
Participatory development involves

complex economic, social, political and

institutional issues. There is growing ac¬

ceptance of the notion and its underlying
elements in developing countries. It is also
clear, on the other hand, that effective

progress towards the realisation of the
objectives of participatory development
has so far been limited and diverse. Owing
to economic, political, social and cultural

traditions in developing countries, funda¬
mental changes in basic attitudes towards

the role of government, private initiative,
equity and equal rights, will often take a
long time.

The notion of participatory development
has important implications for relations
between donors and recipients. A central

issue for donors is to find new approaches

to ensure that aid-financed projects and
programmes contribute more decisively to

the three key requirements: effective
economic policies, equitable access to
services and resources, and broader

popular participation in decision-making.
The DAC is preparing principles for pro¬
ject appraisal, programme assistance and
technical co-operation.

Participatory development cannot be
achieved without 'good government'. The
definition of good government is complex,
but clear integral features are competence

and honesty, public accountability, broader
participation in discussion and decision¬

making and on central issues, and, more
generally, the encouragement of indi¬
vidual and community-based initiatives.
This in turn implies the strengthening of
extra-governmental institutions and or¬
ganisations to assist in the development

of good government and improved man¬
agement capabilities throughout society.

The related themes of popular partici¬

pation, good governance and democracy
are becoming well established as part of
the dialogue of co-operation between de¬
veloped and developing countries. While
much of the world's attention continues to

be riveted on the radical changes in the
Soviet Union and eastern Europe, we
should recognise that much of the de¬
veloping world is also engaged in a diffi

cult process of economic and political re¬

form, moving progressively toward open-
market economies and more open, plural¬
istic political systems. If the countries at¬

tempting reform are to succeed, con¬
tinued donor support is vital. And success
in the economic and political transforma¬
tion of the developing countries will be es¬
sential if we are to avoid regional strife and
insecurity in the post-cold-war world.
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The Growing Potential
of Micro-Enterprises

Raundi Halvorson-Quevedo

The debt crisis of the 1980s

revealed the many
weaknesses of development
strategies which depend
upon large-scale state
intervention in the economy
and ushered in a new era

in development thinking that
gives far more importance
to the activities and decisions

of the private sector. More
recently, the donor
community has focused
attention on devising
aid strategies and projects
that draw people more
directly into economic, social
and political life. These two
fundamental shifts

in orientation can be

addressed simultaneously .
through measures that
support the development
of micro-enterprises. 1

Goods and services in the develop¬
ing world are increasingly provided
by a profusion of very small en¬

terprises and sole proprietorships gener-

1 . Development Co-operation: Efforts and Policies

of the Members of the Development Assistance
Committee - 1991 Report, OECD Publications, Paris,
1991; see also pp. 4-6.

2. See Christian Morrisson, 'Balancing Adjustment
and Equity', The OECD Observer, No. 172, October/
November 1991.

ally known as micro-enterprises. The
peripatetic street vendors, the market
ladies in their stalls, the pirate taxis, the in¬

numerable tailor and shoe-repair stands,

the makeshift carpentry or metal-working

shops, the neighbourhood hairdressers,
the improvised kitchens, or the tiny corner
stores - all these are micro-enterprises.

For all its pervasiveness, visibility and
dynamism, this sector of developing
economies remained, surprisingly enough,

virtually unnoticed by the development
community for many years.

Recent events have reversed this state

of affairs. Slower economic growth in the
developing world throughout the past dec¬
ade and stabilisation measures which re¬

duced both the modern industrial sector

and the public sector2 have focused atten-

Raundi Halvorson-Quevedo is an economist in the

Financial Policies and Private Sector Division of the

OECD Development Co-operation Directorate.
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tion on micro-enterprises, since massive
numbers of dislocated or redundant workers

found gainful employment by taking up
'marginal' activities on their own or by
joining forces with family and friends. A
simultaneous concern with escalating

population growth, urban migration, in¬
creasing social segmentation and rising
poverty have renewed the interest of pol¬
icy-makers and donors alike in supporting
micro-enterprises.

The overwhelming majority of micro-

enterprises are self-employed individuals;
they also include businesses employing
from two to ten employees. They are typ¬

ically characterised by labour-intensive
technologies, artisanal techniques, low

capitalisation, low or subsistence wages
and high job-insecurity. They operate in

highly competitive conditions in sectors
characterised by ease of entry and exit.

The number, variety, density and
operating modes of micro-enterprises
vary considerably throughout the de¬

veloping world. In Africa, for example,
micro-enterprises are predominantly lo¬

cated in rural areas; they account for the
bulk of production of consumer goods
and non-agricultural employment; they
commonly transmit skills and know-how

through apprenticeship arrangements; and
their primary growth constraints stem
from limited domestic markets and in¬

adequate infrastructure. In Latin America

micro-enterprises are more commonly

clustered in urban areas; they are subject

to higher direct costs associated with
existing labour and social welfare legis¬

lation; and they have begun to organise
themselves in pursuit of collective inter¬

ests. In Asia there are micro-enterprises of

all kinds, rural and urban, including many
which are capital-intensive, use modern

off-the-shelf technologies (including elec¬
tronic equipment), employ sophisticated
management techniques, and commonly
enjoy close linkages with larger enter¬
prises for whom they provide intermediate
goods on a subcontracting basis.

Nevertheless, micro-enterprises through¬

out the world operate in similar ways.
They are often established by poorer,

marginalised members of society, they
receive no assistance or consideration

from government authorities, and they
operate on the fringes of the recorded

\:J&:. 4ÏÏ

economy. Moreover, because the general
policy environment (in trade, agriculture,
foreign exchange and credit, for example)
in most developing countries tends to
favour the large, modern (mostly urban)
enterprise sector, micro-enterprises gen¬
erally operate at a policy-induced com¬

petitive disadvantage. Perhaps most im¬
portant of all, most micro-enterprises are

part of the informal sector: they do not
fully subscribe to rules and regulations
that govern business relations and entities.
The majority are somewhere on a continuum

between being fully legal or completely
clandestine, the measure of compliance
being directly related to the extent to

which doing so will benefit sales or oper¬
ations.

On social welfare grounds, micro-enter¬
prises are widely perceived to be benefi¬
cial: they provide employment and income
to the poor and they effectively integrate
marginal elements into society. They con¬
stitute a huge reservoir of human initiative

and ingenuity, and their existence is cen¬
tral to the cultivation of a 'seedbed' of in¬

cipient entrepreneurs.
But there is a darker side: micro-enter¬

prises generally offer lower wages, fewer
fringe benefits and worse working condi¬
tions than larger enterprises, often result¬
ing in routine worker exploitation (espe¬
cially for women). Lower operating margins
limit investment in sanitation facilities,

lighting, pollution control and safety
equipment, and working hours are likely to
be very demanding: these conditions in¬
evitably incur widespread occupational

hazards and a high rate of disabling in¬
juries. And although their informal status
offsets the constraints and costs of com¬

plying with legal and regulatory strictures,
informality implicitly precludes access to

public resources and services, the ability
to enter into stable contractual relation¬

ships and the right to protection and re¬
dress under the law.

Economic

Attributes

Micro-enterprises have considerable

economic value: they generate income

and output, create low-cost jobs, use
mainly domestic inputs, produce low-
priced (and often lower-quality) goods and

services that can be consumed by the
poorer strata of society, and are a source
of technological innovation. They contri¬
bute to nascent national business and in¬

dustrial development and, being grouped

around neighbourhoods and municipalities,
constitute clusters of spatially dispersed

'growth poles' of considerable dynamism
and potential.

Thriving communities of micro-enter¬
prises permit individuals to bring about
micro-economic changes that, in the long-
run, can lead to broader structural change
in the economy at large. They also provide
crucial vertical and horizontal linkages be¬
tween traditional and modern production
systems, between agriculture and indus¬
try, between rural and urban areas, and

between production and consumption

patterns. These linkages enable the
domestic economy to withstand external
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shocks and avoid severe structural bottle¬

necks, and are vital to sustained, long-
term economic growth.

No reliable estimates are available for

gauging the relative economic importance
of micro-enterprises, although numerous
attempts have been made to measure out¬

put and employment generated by the in¬
formal sector. Studies have posited that

the informal sector (including both micro-
and larger enterprises) accounts for be¬
tween 30 and 70% of the economically
active population in the developing world,

and contributes anywhere from 20 to 70%
of GDP in a given country. In Lima, Peru,
alone, it is reported that in 1985 as many

as 69 of every 100 houses built were con¬
structed by informal enterprises, as many

as 91 of every 100 public transport vehi¬
cles in service were informal, and that for

every state-run market there were five in¬
formal markets.3

More importantly for local authorities
and the economic development commu¬

nity, the incidence of informal sector activ¬
ity is on the rise. A recent study conducted
by the World Bank estimates that by the

THE ADVANTAGES

OF MICRO-ENTERPRISES

Micro-enterprises have several important
characteristics that contribute to economic

development:

they create employment - micro-enter¬
prises will doubtless generate the majority of
the approximately 44 million jobs per year
required between now and the year 2000,
and will provide the largest share of jobs for
women, recent immigrants from rural areas,
the uneducated, and young people

they contribute to improved, more equi¬
table living standards through broader and
more even income distribution patterns

they support women's activities - donors
are keenly aware of the importance of micro-
enterprises for women, who often find them¬
selves without access to jobs in the formal
sector because of a lack of training and/or
the competing demands of household main¬
tenance and childcare, and yet who increas¬

ingly shoulder family financial burdens
they strengthen horizontal and vertical link¬

ages throughout the economy, thus engen¬
dering a more integrated and resilient eco¬
nomic base for more balanced economic

expansion.

year 2020 approximately 95% of all Afri¬
can workers will be engaged in informal-
sector activities, whose average contribu¬

tion to African GDP will grow from under
one-half to two-thirds.4

The rapid expansion of the informal

sector - and by inference micro-enter¬
prises - in the developing world stems in

part from inadequate employment creation
in the formal sector, whether as a result of

stagnant economic growth, rigidities in
the labour market, structural adjustment
measures or an excessive number of en¬

trants to the labour market. Other causal

factors are related to dysfunctional gov¬
ernment policies and inappropriate legal

and regulatory frameworks - collectively
referred to in development literature as the

'enabling environment' - that create costs
and inefficiencies for micro-enterprises,

with little benefit. Rules and regulations
governing registration, health and sanitary
conditions, property rights, labour legis¬
lation and taxation are often excessively

complex, exclusionary and predatory.
The heaviest costs and inefficiencies

generated by inappropriate legal and regu¬
latory frameworks are imposed on the
modern sector, which is pushed to infor¬
malise operations: this lowers productivity
and limits growth, preventing the emergence

of vigorous, healthy linkages between an
efficient, dynamic modern sector and the
micro-enterprise sector. Ill-conceived or

excessive regulation also undermines the

power and legitimacy of the state, which
itself becomes progressively more infor-
malised (as administrative decisions and
procedures are conducted outside exist¬
ing channels, corruption increases, and so
on).

Political

Implications
The micro-enterprise sector in most de¬

veloping countries is in general a 'silent
majority', uninformed, unorganised, and
unheeded. As a result, access to informa¬

tion, resources and services is more diffi¬

cult and costly, business stability and
growth prospects remain uncertain, and
local and national policies that have a

bearing on their welfare are typically for¬
mulated without their advice or consent.

This is beginning to change. Micro-
entrepreneurs are increasingly organising

their own grassroots, 'self-help' groups

(such as savings and credit associations
or 'tontines', producer groups, co-opera¬

tives and indigenous business associa¬
tions) through which they can improve

3. Ronald Léger, The "Informal" Economy: Chall¬
enges to International Co-operation: A Question of
Governance', paper presented at a joint OECD Devel¬

opment Co-operation Directorate/Development Centre
seminar on the Informal Sector in Developing Coun¬
tries, 13-14 December 1990.

4. Sub-Saharan Africa: From Crisis to Sustainable

Growth, World Bank, Washington DC, 1989, p. 47.
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their competitive and social standing by
pooling their resources and energies, col¬
laborating on solutions to their problems,
exchanging ideas and information, in¬
fluencing public policies, and building up
collective and individual self-reliance and

self-confidence.

Many of the self-help groups currently
found in the developing world originally
coalesced around common desires to pool
savings, thus permitting individual mem¬
bers to finance personal consumption or
productive investments on a rotating
basis. Others formed around aspirations
for improved social conditions or access

to public goods and services, and some
have taken on advocacy or 'catalytic'
functions. Self-help groups are found
more frequently in countries that have
pluralistic economic and political systems,
diverse and strong institutional structures,
a tradition of social-advocacy movements
and stable domestic power-relationships.
Even so, the existence of self-help groups
is dependent on the vision, the will and the
fortitude of the individuals who inspire
their creation, and a number flourish in

countries where civil society is largely dis¬
enfranchised.

The profile of the micro-enterprise sector
is also becoming more visible as a result
of changing perceptions and actions by
government. Many developing-country
authorities are becoming aware of the role
and contributions of micro-enterprises in
the domestic economy. Nevertheless, al¬
though they are more sympathetic than
before, most are still hesitant about

whether or how to address the require¬
ments of micro-enterprises through do¬
mestic policies because of certain ten¬

sions arising from their paralegal status
and their opportunistic compliance with
fiscal and social welfare obligations.

The recent rise of democratic initiatives

in the developing world will doubtless im¬

prove upon these trends as more repre¬
sentative governments strive to respond
to the demands of their informal sector

constituents and integrate them into the
mainstream economic and political frame¬

work. The formation of self-help groups
and other social-advocacy organisations
may become a significant component of
emerging democratic processes and
structures, vesting civil society with more

governance and control functions.

By organising their dispersed numbers
in collective organisations, micro-entre¬
preneurs will be able to establish their own

agendas for public policies and reform, thus
strengthening their negotiating position
vis-à-vis outside institutions and bureau¬

cracies. Skills acquired in the process of
creating and consolidating group dynamics
such as organisation, communications,
decision-making and consensus-building
will facilitate the building of bridges to
existing power structures through informal
channels and networks. They may also
provide the ways and means of forging
closer, more sympathetic alliances with
established elites, a crucial factor for the

success of 'grassroots empowerment' in¬
itiatives.

Aid Programmes
in Practice

Micro-enterprises are an enduring fea¬
ture of developing economies. They are
the resourceful and ingenious response of
people to widespread poverty and un¬
employment: they are 'survival' strategies
in the most basic sense of the word. In a

very real way, micro-enterprises are par¬
ticipatory development initiatives.

Donor support to micro-enterprises is
one way of supporting participatory devel¬
opment. Such assistance projects help
people, including the poor, gain access to
the resources they require to be able to
establish successful businesses. They
strengthen the technical skills of micro-
entrepreneurs and deepen their know¬

ledge base, enabling people to interact
with their surroundings more directly and
constructively. Helping people to establish
their own means of livelihood strengthens
individual perceptions of self-respect, self-
reliance and above all self-determination,

capacity-building skills that are central to
participatory development goals of empow¬
erment. When donors provide resources

to satisfy the desires articulated by the re¬
cipients themselves, when they involve
micro-entrepreneurs in the design and
implementation of specific projects, they are
deepening endogenous growth-processes.
And approaching economic development
through policies that build a strong and
resilient private sector - including micro-

enterprises - is one means of furthering
human capacities for initiative, creativity
and innovation.

Donor support to micro-enterprises has
typically taken the form of credit and tech¬
nical assistance. Some donors have ex¬

pended considerable efforts on finding
cost-effective, sustainable ways of deliver¬
ing credit to large numbers of micro-enter¬

prises. The biggest success in this regard
has been achieved through the 'minimalist'
or 'fast' model, which combines the basic
features of informal financial-institution

lending practices (that is, short-term un¬
secured loans of working capital, rapid
disbursement, personalised risk assess¬
ment, convenient location and accessibi¬

lity to illiterates, minimal paperwork re¬
quirements, flexible collection proce¬
dures, and interest rates that cover trans¬

action costs) with modern, streamlined

credit-management techniques. Training
and technical assistance are provided
only to educate clients to become good
credit risks.

The other lending model is based on the
'integrated' approach, which combines
credit with more specialised or extensive

technical assistance. Both approaches
have lowered transaction costs and lever¬

aged credit risk by incorporating the
'group' or 'solidarity' lending mechanism
into credit programmes, through which a
group of borrowers pledges collective re¬
sponsibility for repaying individual loans
and appraises subloans in addition to per-
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From micro-enterprises, through self-help groups, to learning democracy.

forming supervisory and collection tasks.
Repayment discipline has been reinforced
by such measures as the prospect of
stepped and/or repeat credits, informal
collateral, peer pressure, and fee or inter¬
est-rate rebates when the credit has been

fully amortised.
Some credit programmes have

achieved considerable success in reach¬

ing target enterprises and maintaining
portfolio quality and financial liquidity: the
Grameen ('rural') Bank in Bangladesh has
800,000 loans on its books, lends approx¬

imately $6 million per month to the
poorest sector of society (the average
loan size is $67), and reportedly has a
98% repayment rate. Nevertheless, operat¬
ing costs are high and the Grameen Bank
is dependent on continuing access to
grants and subsidised lines of credit to
cover these costs and remain financially

viable. Other programmes, notably in In¬
donesia, have coupled lending activities

with policies to mobilise savings, demon¬
strating that lending to the very poor can
be profitable without relying on 'group' or
solidarity mechanisms. In general, how¬
ever, credit programmes for micro-enter¬
prises have not proven profitable and

many are financially unviable.
Technical assistance to the micro-en¬

terprise sector covers a variety of ac¬
tivities: training in financial and business-

management techniques (record-keeping,
inventory control, pricing, credit-manage¬
ment, and so on), vocational training,
technological adaptation and business
advisory services. The provision of train¬
ing to micro-entrepreneurs has posed
problems for the donor community: diffi¬
culties derived from curriculum relevance,

the transfer and retention of skills, high
staff-turnover, quality of instruction, and
project sustainability have proved endur¬
ing, as has the capacity of the project to
reach the community. Assistance has
been further affected by constraints faced

by the entrepreneurs themselves, who
generally have insufficient time and
money to attend vocational or training
courses, which are often offered at distant

locations.

Donors have found some non-govern¬

ment organisations (NGOs), local and
more distantly based, to be very effective
intermediaries for delivering credit and
technical assistance to micro-enterprises.
These NGOs should be able to develop

substantial grassroots involvement, use -
and retain - local staff, offer autonomy in

project identification, selection, and im¬
plementation, show sensitivity to tradi¬
tional cultures and social mores, and at¬

tempt to influence the policy environment.
Donors have focused their assistance to

NGOs on improving financial and adminis

trative management capabilities, achiev¬
ing financial viability by developing com¬
plementary income-generating activities
and services, providing continuous and
relevant training to staff, and on upgrading
the ability of NGOs to collect and analyse
data regarding their clients. Institution-
building activities are complicated by the

individuality of NGOs: each has different
goals, different ways of operating, a differ¬
ent clientele and different sources of fund¬

ing.

D

Above and beyond these 'project-spe¬
cific' considerations, however, is the over¬

riding importance of domestic economic
growth. Donors now recognise that sup¬

ply-side interventions will come to naught
if real incomes - especially among rural
households and the urban poor - do not
stimulate demand conditions in the local

economy, leading to increased sales of
the goods and services produced by
micro-enterprises. Thus the donor com¬

munity now places far more emphasis

than before on the policy dialogue with

developing-country authorities and indi¬
rect assistance efforts aimed at policies

and reforms stimulating more efficient and
stable economic growth.
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EMPLOYMENT

Making
Labour Markets Work

What reforms would improve the capacity of the labour markets to accommodate
structural changes smoothly and rapidly - to foster employment growth and encourage
the active participation of individuals in economy and society? This is the central issue

that OECD Ministers of Labour will discuss when they meet at the Organisation's
headquarters on 14 and 15 January 1992.

Abrar Hasan

Although the volume of employment
in OECD countries rose appreci¬

ably during the 1980s, unemploy¬
ment rates - which had shot up in the

early part of the decade - have come

down only grudgingly. They were, too,
significantly higher than in the 1970s. The
proportion of long-term unemployed, more¬
over, reached record size in the 1980s,

and there were continuing barriers to full
participation, especially for women, older
workers and the disabled. And serious

mismatches between the supply of and
demand for jobs have been accompanied

by substantial shortfalls in the supply of
skills.

Patently, labour markets have failed to
adjust themselves satisfactorily to chang¬
ing trends. The persistence of these prob¬
lems is a clear indication that their origin is
structural in nature.

The changes in economic and labour-
market conditions call for new responses
from policy. And the challenges for
labour-market policy in the 1990s are
quantitatively and qualitatively different
from those of the preceding two decades.
Trade liberalisation and the globalisation
of markets, technological change, the de¬
sire of workers for more choice both in

work and working conditions, demographic
shifts, structural reforms in central and

eastern Europe, and new patterns of inter¬
national flow of labour - these are all

trends that are likely to gather momentum.

The Hew

Orientation

What, then, should be the new orienta¬

tion of labour-market policies?1 The new
policy framework developed by the OECD
requires a shift from a concentration on

short-term problems to one on the struct¬

ural requirement that labour markets

should be able to react efficiently to
economic and social change. The rationale
is that failure to achieve adjustment
lowers the potential for non-inflationary
economic growth, employment and social
development.

The policy shift aims at a fine balancing
of efficiency and equity. Efficient labour
markets are to be fostered through improv¬
ing the quality of the labour force, reduc¬
ing inequalities in access to jobs and train¬
ing, and increasing participation in eco¬
nomy and society. Promoting the efficient
functioning of the market does not mean
simply letting loose market forces by in¬
discriminate deregulation or a narrow
focus on wage flexibility. Rather, it implies
the progressive replacement of forms of

Abrar Hasan is Head of the Central Analysis Division of

the OECD Directorate for Social Affairs, Manpower
and Education.

income-support that generate dependency
by measures that reduce inequalities in
access to jobs and training. This goal is to
be achieved by improving employment-
related skills and by strengthening pro¬
cedures for job-search and recruitment -
in effect, a progressive shift from 'passive'
to 'active' measures.

This approach has been specifically de¬
signed for the conditions expected to pre¬
vail in the 1990s, when the main risks are

likely to come from the supply side - re¬
ductions in the rate of young people enter¬
ing the working-age population, popula¬
tion aging and deficiencies in skills. Con¬
comitantly, economies will be struggling
to keep pace with increased demands for

skills and for retraining, stemming from
technological and organisational change
and heightened international competition.
Migration flows, too, raise important prob¬
lems of adjustment. 'Immigration has made
and can, under appropriate cir¬
cumstances, continue to make a valuable

contribution to the economic and social

development of OECD countries'.2 None¬
theless, pressures for migration are build¬
ing up throughout the world and they raise
a large number of unresolved economic,

social and political questions that have to
be addressed.

It is important to note that this emphasis
on supply-side policies does not entail
neglect of the demand side - special job-
creation measures may be required for the
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disadvantaged, for example. But an impor¬

tant criterion for adopting any programme,

whether aimed at job creation or any

COHERENCE

AND CONSISTENCY

IN POLICIES

Policies geared to facilitating structural adjust¬
ment cut across a range of jurisdictions.
Labour-market policies operate in the wider
context of economic, social and educational

policies. For example, close interaction
between labour-market and economic poli¬
cies is essential for a concerted approach to
non-inflationary output and employment
growth. There are, in addition, important
micro-economic links between labour-

market policies and education and social
policies.

Policies for re-integrating the unemployed
into the workforce require, for example, that
programmes of social protection do not impair
incentives to work. Similarly, the provision of
skills is a responsibility shared between edu¬
cation authorities, the labour-market author¬

ities and enterprises.
There is nothing new about the realisation

that neither policy problems nor responses fit
neatly into departmental or institutional com¬
partments. But it is now much more urgent
that it be acted upon, and for two reasons.
First, the new framework proposes a shift in
policies - and therefore in resources -
across functions that involve different minis¬

tries. The emphasis on active measures, for
example, may mean shifting priorities from
some income-support measures towards
training opportunities or active job-search.
Second, there is increasing demand on the
part of the 'clients' of programmes that
policy-makers consider not a single but a
range of objectives. The range of problems
concentrated in some urban areas provide
an important illustration.

The discussion of coherence and consis¬

tency may be approached from at least three
different angles. First, there is the question of
policy design: trade-offs between labour-
market, social and economic policy-object¬
ives have to be addressed as policies are
formulated. Here transparency and clarity in
articulating and ordering priorities are of par¬
ticular concern. Second, there is the ques¬
tion of implementation. What initially appears
as a neat and coherent package may contain
important inconsistencies when it comes to

implementation. Finally, there is the issue

of impact: are policies and programmes co¬
herent and consistent viewed from the per¬
spective of their beneficiaries?

other, would be that it leads to a permanent

improvement in worker productivity and
employability.

Clearly, these considerations involve
not only labour-market policies but also
education, training and social policies,

and both the public and private sectors.
The interdependence of all these areas
raises the issue of coherence and consist¬

ency in policies (box).

Efficient

Labour Markets

There are indications in a number of

OECD countries that labour mobility has
declined since the 1960s. Deficiencies in

the matching of supply and demand have

become a serious concern: job vacancies
reach large numbers well before economic

activity peaks; they co-exist with high vol¬
umes of unemployment; functional flexi¬
bility within firms is inadequate; and so on.

Aggregate statistics, moreover, often
mask the much more profound imbalance

between labour demand and supply that
occurs in local and regional markets.

In view of the paucity of data, it is diffi¬
cult to say that the mismatching is worse
now than it was a decade ago. The indica¬
tions are nonetheless that the problem will
become more severe as the 1990s unfold.

Several developments - the increasing
premium on product and service innova¬

tions, improved efficiency in the organisa¬
tion of work, shorter product-cycles, in¬
creasing globalisation of factor and pro¬
duct markets - suggest that skills de¬
manded at work will be more variegated.
Consequently, matching supply and de¬
mand is becoming more complex and

costly.
These trends are putting pressures on

the traditional roles of the internal labour

market - the market within a firm - and the

external one. Excessive reliance on the

external labour market - mainly through

high rates of turnover - may speedily re¬
allocate labour between firms. But it can

also cause under-investment in skills. A

highly developed internal market may offer
good career paths to those lucky enough
to participate in it. But it can exclude po¬
tential entrants.

The importance of labour-market poli¬
cies is that they help shape the rules, regu

lations and customs that define the re¬

spective roles of the two markets and the

manner in which they operate. Although
the influence of public policy on the or¬
ganisation of internal labour markets may
be limited, it is by no means negligible.
Job-security legislation, for example, can
define the conditions for recruiting and
laying off staff.

The efficient matching of the demand

for and supply of labour is hampered by a
number of deficiencies in the operation of

public employment services (PES) in
OECD countries. There are many workers
who could be gainfully employed if suffi¬
cient information and proper counselling
were available at the right time. There is
scope for administrative improvement and
better co-ordination of different pro¬

grammes. And many firms could usefully

be given assistance and advice on recruit¬
ment, on planning their use of human re¬

sources and on work organisation.

These issues are closely linked to the
role of PES in relation to the recruitment

services provided by the private sector,
which are especially successful in particular

situations, such as handling large-scale
redundancies and in selected market

niches, such as temporary jobs or highly
specialised professional services. In sev¬

eral countries, such as Austria, Germany

1. Labour Market Policies for the 1990s, OECD

Publications, Paris, 1991 ; see also Anders Reutersward,
'A Flexible Labour Market in the 1990s' The OECD

Observer, No. 164, June/July 1990.

2. Meeting of the Council of the OECD at Ministerial
Level, June 1991.
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and Sweden, the role of the private sector

is severely restricted, while in others, such
as Canada and the United States, it is

increasing.

Access

to Jobs

Access to jobs can be restricted for
several reasons. Labour markets may

not satisfactorily respond to changes in
workers' demands for a broader choice of

work during the course of their lives. Some
income-support policies may encourage

dependency and may make seeking and
accepting work unattractive.

Disincentives to participate in the labour

force can drag workers down into a vicious
circle of low skills and low employability:

people who remain out of work for ex¬
tended periods tend to lose their skills,
job-readiness and motivation. The prob¬
lem will not be solved unless education

and training policies are designed to sup¬
ply the skills that the market demands, nor
if the opportunities for 're-skilling' are in¬
adequate.

A key element in combating shortfalls
in supply is providing everyone with the
opportunity to work. In practical terms,

this approach implies the reform and co¬
ordination of various types of income-

support policies to avoid disincentives to
work, coupled with active measures de¬
signed to equalise access to employment.
Re-integrating the long-term unemployed
is a major government concern - the
objective is that participation should lead
to sustained and rewarding work rather
than to dead-end jobs.

Another issue is the growth of so-called
'precarious' employment - intermittent or
temporary employment contracts, under¬
ground employment and some forms of
part-time work. Such developments raise
fundamental concerns about the balance

between equity and efficiency; the chall¬
enge for policy is to devise active meas¬
ures that would encourage access to jobs
without diluting gains made in social stand¬
ards.

There is room for improving participa¬
tion rates in most OECD countries, espe¬

cially because fewer young people are en¬
tering the working-age population. Yet in
most member countries, market rules and

regulations, often aided by policies, do
not provide incentives strong enough to
encourage people to work, women and
older workers in particular. The disabled

are another case in point. Here, too, the

central issue concerns the degree to
which active measures can be pursued
and are consistent with objectives of
equity. This consistency is necessary be¬
cause the extent to which people choose

to work is affected, for example, by the
nature and degree of social protection, the
incentives to retirement, whether taxation
is based on individual income or that of

couples, the availability of child-care facil¬
ities,3 and so on.

Skills

for Tomorrow

The development of skills in the working
population is a major priority for OECD
countries. Increasingly, the competitive¬
ness of firms, regions and entire nations
depends on the quality of the workforce.
The diffusion of new technologies, changes
in work organisation and management
styles, and increased globalisation of pro¬
duct and skill markets have engendered
rapid change in, and increased variety and
continuous upgrading of, the skills re¬

quired on the job.
The growing importance of 'human re¬

sources' can be seen in several indicators.

They show that intangible investment by
firms is increasing more rapidly than in-
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vestment in physical capital.4 Firms that
give high priority to investment in human
capital achieve better rates of product and
service innovation, and their productivity
and industrial relations performance is be¬
lieved to be better than that of other com¬

parable firms.5
The complexity, variety and meaning of

skills are undergoing constant change,

and they are hard to measure. But there
seems to be a consensus on three main

trends: a general increase in the minimum
skills demanded at work; a swifter obso¬

lescence of skills and, as a result, an in¬

creasing proportion of the labour force

3. See Elizabeth Duskin, 'Lone-Parenthood and the

Low-Income Trap', The OECD Observer, No. 153,

August/September 1988.

4. The Technology/Economy Programme (TEP) -

International Conference Cycle, OECD Publications,

Paris, 1991 , and Philippe Montigny, 'From Technolog¬
ical Advance to Economic Progress', The OECD
Observer, No. 170, June/July 1991.

5. Robert Boyer, 'New Direction in Management Pract¬
ices and Work Organisation: General Principles and
National Trajectories' in Technological Change as a
Social Process: Society, Enterprises and the Indi¬

vidual (provisional title), OECD Publications, Paris,
forthcoming 1992.

6. Communiqué of OECD Ministers of Education,

available free of charge from the OECD Directorate for
Social Affairs, Manpower and Education.

7. Adult Illiteracy and Economic Performance,
OECD Publications, Paris, 1991, and Donald Hirsch,

'Combating Adult Illiteracy', The OECD Observer,
No. 171, August/September 1991.

8. Employment Outlook, OECD Publications, Paris,
1991.

that has to be re-trained more frequently,
even continuously; and a shift in emphasis
among categories of skills, with a pre¬

mium on problem-solving, versatility and
the ability to communicate across funct¬

ions. These trends raise important quest¬
ions about the relationship between skill

formation and more comprehensive pro¬
cesses of education and training.

The meeting of OECD Ministers of Edu¬
cation in November 1990 took these fact¬

ors into account and called for a signifi¬
cant re-orientation of education and train¬

ing programmes.6 It emphasised in par¬
ticular the importance of a high-quality
start to life-long learning and quality edu¬
cation 'for all'. The formation of human

capital has to change from a model of

once-and-for-all career preparation
through initial education and training to
one of life-long and continual skill forma¬
tion.

Key aspects of this approach are to give
a higher priority to what the world of work
requires and, within this general orienta¬
tion, to the education and training require¬
ments of the adult population, since adult

workers will have an even more important
part to play than before in replenishing the
stock of skills. There are several reasons

for this course, of which demographic trends
are just one. Adult workers, too, will bear
the brunt of structural adjustment, often

disadvantaged by obsolete skills. Finally,
a small but significant proportion of the

workforce is functionally illiterate, a factor
which poses special difficulties for retrain¬
ing.7

In facing these challenges, the institu¬
tional arrangements for the supply of skills
leave much to be desired. In some OECD

countries the educational and vocational

preparation of the young does not provide

a strong basis on which to build further
education and training. The institutional
infrastructure for educational upgrading
and skill-training demands of adult workers
also has serious deficiencies. The respec¬

tive roles of the private sector - which has
the main responsibility for supplying skills
- and of the education and labour-market

authorities are not clarified. In particular,
the market for further education and train¬

ing of adults must be made to work more
efficiently, and new financing arrange¬
ments have to be developed.

Another critical deficiency in training
concerns the question of access: avail¬

able opportunities are distributed very un¬
evenly. Training opportunities in business
are concentrated in large firms and among
workers who are already well-trained.8 In
addition, women and less-educated workers

have special difficulties in gaining access
to training.

The progressive implementation of this
new framework has to be monitored care¬

fully, so that lessons are quickly learnt to
address economic and social changes as
they arise. A broad system of surveillance
and reviews of labour-market experience
across member countries should foster

the process of structural reform in an area

that holds the key to non-inflationary
growth and social development.
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FINANCE

The New Frontiers
of Insurance

and Financial Services

àlAmmud'unGraniGmij)?

[ Lion assurance

André Laboul

The changes in financial
markets in most OECD

member countries bear

witness to the convergence,
in both products and

structures, of a part of
the insurance sector and

other financial services.

This development has
already resulted in business

and financial restructuring
on a large scale, substantial

strategic investment and
an evident broadening of

the range and nature of
the products offered by many

financial intermediaries. '

The most striking elements of the
convergence between insurance
and other financial services were

first observed on the life-assurance market

with a sizable penetration by the banks and
a substantial development of the financial

component in the products marketed. In¬

surance companies are increasingly active
on the financial markets, too, and have

made some spectacular strategic invest¬
ments. There have also been some signi¬
ficant developments in the 'non-life' insur¬
ance sector, but so far on a much smaller
scale.

Not all financial-service activities, firms

or products are currently concerned in the

convergence process. Each sector has
characteristics of its own, meets specific
demands, and plays an economic, social
and financial role, which will continue to

call for adequate regulatory settings. But
so long as the potential risks inherent to it
can be kept within bounds, convergence
ought to make possible a more complemen¬

tary, better-integrated approach to the
management and sale of certain financial
services, which should benefit both the

providers and the consumers of those ser¬
vices. Governments are aware of this, and

are doing their best to bring in new regu¬
lations, allowing convergence and at the
same time controlling it.

Reasons

for Convergence

The factors that have induced financial

institutions and insurance companies to
move in this direction are numerous.

Some are general - population trends,
changes in the behaviour of personal sav¬
ings, financial disintermediation, inter-
nationalisation and globalisation of finan¬
cial markets, the development of new
communications and information techno¬

logies and of new management methods,
changing patterns of demand for financial
services and fiercer competition in the
financial services industry.

But the blurring of demarcation lines

between insurance and suppliers of other
financial services has also been fostered

by a number of factors specific to the
institutions concerned.

First, the banks: in several countries

they have been faced with tougher com¬

petition in the savings markets, notably
from insurance companies. This has

prompted them to seek new openings in
order to regain market shares and offset
declining profitability in traditional lines of

business by improving the return from dis¬
tribution networks often suffering from
structural over-capacity. From that stand¬
point the insurance market offered attract¬

ive prospects with its high growth rate, the

resources it can generate and the affinity or
complementarity of many of its products

with those traditionally marketed by banks
or other similar financial institutions.2

For their part, insurance companies have

increasingly seen the advantages of
broadening their own activities as a means
of gaining new customers and as an answer

to the penetration of their market by
banks. In the recent past, too, the insurance

industry has had to cope with declining
customer interest in traditional types of
services, and thus had a strong incentive
to boost the financial component in its
products.

There are nonetheless a number of dis¬

incentives to convergence in addition to
the regulatory restrictions and limitations
imposed in accordance with the traditional

principle that financial activities should be

segregated for prudential reasons. These

include the specific features of individual
market segments, uncertainties about the

economic viability of projects relying on
integrated financial activities, the start-up
and operating costs of functional linkages
and joint marketing arrangements, the

1 . Insurance Services and the Other Financial Ser¬

vices: Structural Trends (provisional title), OECD
Publications, Paris, forthcoming 1992.

2. See pp. 19-22.
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danger of losing management independ¬
ence, problems of corporate culture and

image, and the existence of alternative
strategies which can also be considered

as potentially profitable - marketing stra¬

tegies for specialist niches, for instance.
The institutions operating in different

segments of the financial services indus¬

try exhibit a variety of advantages and
drawbacks in the new competition ushered
in by convergence. These characteristics

are closely bound up with the structures
of their respective networks, their cus¬
tomer base and their financial and market¬

ing capacities. From the information avail¬
able it would seem that these advantages
and drawbacks are fairly evenly balanced
among the different segments of the market,
so that success is likely to hinge on indi¬
vidual corporate strategies and, in particu¬
lar, on the ability of the institution concerned
to make the most of the opportunities
offered by the available distribution net¬
works and to select the range of products
most suited to consumer requirements
and demands.

What

Strategies?
The choice of a strategy of financial

convergence depends on the existing reg¬
ulatory arrangements and policies and on
the economic incentives for the parties
concerned. Several types of strategy may
be - and have been - pursued by financial
institutions in their attempts to penetrate
other market segments.

For instance, for a bank wishing to enter
the insurance market, opportunities may
exist for the creation of an insurance sub¬

sidiary; the acquisition of a majority
shareholding in the capital of an insurance
company; the setting-up of a joint venture
with an insurance company or the forma¬
tion of a holding company; the purchase
of a minority but dominant shareholding in
the capital of an insurance company; the
conclusion of exclusive sales distribution

agreements, whether or not supplemented

or strengthened by financial alliances;

sales distribution agreements which may or
may not feature exclusivity clauses (limited
or otherwise); and independent intermedi¬
ation (that is, brokerage). A similar range
of strategies is available, mutatis mutandis,
to insurance companies wishing to pene¬
trate the banking market.

In principle, these strategies pursue the
same objective, contingent on the general
prohibition in OECD countries of inter-

sectoral bank/insurance company product¬
ion: the distribution of a product that 'be¬
longs' to a different segment of the mar¬
ket. But they are not identical. One key
point is whether or not the operator has
control of the production and/or distribu¬
tion of the service concerned. Another

essential point, related to the first, is the

flexibility of the linkage and the extent to
which it is irreversible. In practice, each
strategy has inherent strengths and weak¬
nesses whose importance can only be
properly assessed by the company itself.

Once it has selected its strategy, a firm
must choose among several types of dis¬
tribution, ranging from distributing under
its own name to relying on the existing
sales networks of the producing company
(its own role then being confined to offer¬
ing a purely advisory service). On this
choice appears to hinge the economic
success or failure of convergence, inas¬
much as the type of distribution and its
management have to be tailored to the

specific features of the companies con¬
cerned, depending on the products to be

marketed, the type of network, the training
and 'sales culture' of staff, how they are
paid, and so on.

Banking/insurance convergence stra¬
tegies can often seem very attractive be¬
cause an alliance allows one partner's
sales network to complement the other's.
On the basis of recent experience, the
process may potentially be the following:
the marketing of standard products may
be through networks of both the bank and
the insurance company, and the market¬
ing of more sophisticated products may
be only through the network of the partner
concerned: production of both standard

and sophisticated products is the sole

responsibility of the insurance company or
the bank, whichever is concerned; all-in

financial services to certain persons or
businesses could be sold jointly, using the
new telecommunication and information

technologies.

Indeed, the convergence currently
under way in most OECD member coun¬
tries is proceeding at different degrees of
intensity and following different strategies.
No predominant strategy has emerged
within the OECD area as a whole, though
there are dominant trends in some member

countries - for instance, the setting-up of
insurance subsidiaries or company buy-outs
in several European countries. Similarly,

the distribution of insurance products
appears to be mainly confined to life-

assurance products (usually involving
exclusive distribution arrangements),

although some interesting developments
are also discernible in non-life insurance.

What

Products?

Convergence is also apparent in the
changed financial nature of certain insur¬

ance products. While many life-assurance
products marketed in the OECD countries

have always embodied a financial compo¬
nent, recent years have seen a spate of
new products in which that component is

much larger than in the past. Not only
quantity but quality, too, has changed: the
financial component is now no longer sim¬
ply a guaranteed interest-rate but may
involve shares, bonds, money-market
funds, and so on. Overall, this develop¬
ment has made it possible to reduce the
duration often associated with insurance

policies. It has also made it easier to cash

in a policy, and has eased the constraint

of fixed and regular payments. Returns on
policies are higher because funds are in¬
vested more efficiently; the insurance and
investment functions are dissociated; and

the market image of many policies has
been boosted by giving more prominence
to their financial role.
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Table

LINKAGE BETWEEN BANKING AND INSURANCE:

LIMITATIONS ON STRUCTURAL OPERATIONS

Creation

ofan insurance

subsidiary
bya bank

ofa banking
subsidiary

byan insurance
company

Shareholding

ofa bank

in an insurance

company

ofan insurance

company
in a bank

Financial group in which a bank
or an insurance company
is the parent company or
a company of the group

United States

a = allowed

I = limited

si = strictly limited
f = forbidden

+ = regulations distinguish between insurance intermediaries and insurance companies
n.a. = not available

Note: Apart from these limitations, most of the OECD countries apply prudential measures. Prior
authorisations are also frequently required.
Source: OECD

If many present-day life-assurance poli¬
cies can compete on an equal footing with
other financial products, it is not solely by
virtue of their often concessional tax treat¬

ment but, more fundamentally, as a result
of the way in which their basic characteris¬

tics have evolved, so that they now corres¬
pond more closely to the realities of more
sophisticated and competitive financial
markets.

Another feature of the current banking/
insurance convergence is the growing
trend towards joint marketing of products
originating in different sectors. This is

broadly linked to the emergence of inte¬
grated financial services geared to com¬
prehensive portfolio management (covering
personal, property and financial assets).

What

Regulations?
The convergence of the financial and in¬

surance business worlds is not without

potential risks, since each of the two sect

ors has its own particular status as part of
a national financial structure and its own

peculiarities. Risks covered, techniques
used and business management call for
specific abilities in each case. Insurers, for

instance, have an inverted cycle of
production - the price (premium) is fixed
before the cost (amount of the claim) is
known - and have also to master actuarial

techniques and cover mortality risk in life
assurance. Furthermore, each sector -
financial services and insurance - has an

important role to play in national
economic and social development. All
these considerations, together with the
importance of protecting the consumer,
foster healthy competition and maintain
economic stability in general, under¬
pinning the regulatory settings established
by governments.

The principle of prudential segregation
of business, products and firms in the

sectors concerned generally applies. Reg¬
ulation prevents enterprises in one sector
from producing services considered to be

long to the others, and limits distribution.
On the same principle, intersectoral equity

holdings are also regulated (though less
strictly), especially if they result in direct or
indirect control (Table), and specific

supervisory authorities are established for
each of the sectors concerned.

The particular risks involved in the

convergence of banking and insurance
services also account for the careful atten¬

tion governments are giving to new devel¬
opments in that direction, especially the

emergence of financial conglomerates
which existing regulations cannot yet
adequately cover, or the tendency of cer¬

tain insurance companies to include a
higher proportion of risky investments in
their portfolio.

As long as it is kept within proper pru¬

dential bounds, convergence can be ex¬
pected to bring many advantages on the
economic, business, financial and social
fronts because it can lead to more efficient

and profitable network use, the marketing

of better products, economies of scale

and wider choice. That is why govern¬
ments have recently been changing their
policies in order, first, to allow con¬

vergence to proceed smoothly by making

regulations more flexible; and second, to
ensure that the different supervisory au¬
thorities can exercise proper control.
Closer intersectoral and international co¬

operation among the supervisory au¬
thorities of the sectors concerned could

help achieve these goals. A policy change
of this kind thus certainly does not mean a

general dismantling of controls over those
sectors, but rather the establishment of a

new, more flexible, more integrated but no
less watchful regulatory setting.
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Jan Schuijer

Recent developments
in the banking world have
been turbulent. During the

past decade banks have had
to cope with deregulation,

liberalisation and

'de-specialisation'. New
competitors have entered the

market as cross-border

restrictions have been lifted.

Demarcation lines between

financial sectors (commercial
banks, savings banks,

securities firms, insurance)
have become blurred.

Technological developments
have eroded statutory and
physical barriers between

countries and sectors.

Yet the opening-up of
the financial industry has not

led to a new era of bank

prosperity. Although
the pattern is far from

uniform among countries, the
financial evolution

of the 1980s has put the
banking industry under a

considerable degree
of stress. 1

1. Banks under Stress,

forthcoming 1992.	
OECD Publications, Paris,

Jan Schuijer is an economist in the Financial Affairs
Division of the OECD Directorate for Financial, Fiscal

and Enterprise Affairs.

With their concentration into

larger entities, the number of
banks has dropped. Conglom¬

eration (the merging of banks, securities
firms and insurance companies into single

operational entities) has intensified, pos¬
ing new challenges not only for banks but
also for regulatory authorities, which will
have to supervise very different activities
within one conglomerate.

There has also been a considerable

amount of deregulation. But that does not

necessarily mean that government inter¬
ference in the financial sector has waned.

New forms of regulation have been imposed
to try to safeguard against disruption of
the financial system, although they are
assuming an international character as
national regulators co-operate increas¬
ingly in harmonising their rulebooks.

In some instances, notably in the United
States, the government has been forced
to undertake substantial bail-outs in the

face of an imminent collapse of the sav-
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ings and loans sector, and of some banks.
Bail-outs have occurred in several other

countries.

These developments have put the bank¬
ing world under no small amount of pres¬
sure. Its main symptom is referred to as
'financial fragility': bank balance-sheets
have deteriorated as a result of the lower

quality of their assets and lower net earn¬
ings. Many banks have seen their profita¬
bility drop significantly, because of higher
provisions for losses on loans and in¬
adequate cost-management.

And a regulatory problem has emerged.
In spite of efforts to enhance international
co-ordination among national bank super¬
visors, the rapid internationalisation of

banking and finance has made it easier for
banks to circumvent regulatory controls,

in particular by operating from financial
centres with inadequate supervision or
through complex corporate structures.

Financial

Fragility
Financial fragility can be ascribed in

part to cyclical factors. Fairly easy lending

during the high-growth years of the 1980s
meant that more bad loans had to be written

off, not least in housing and construction.
But structural trends have also played a

major role. Among these, disintermedia-

tion - that is, the by-passing of banks by
depositors and creditors - has been par¬

ticularly important. Banks have been caught
in a scissors movement: on both their assets

and their liabilities sides they have been
confronted with intense competition from
non-bank institutions.

On the assets side, the availability of in¬
struments designed to tap money and
capital markets directly (like 'commercial
paper' - short-term debt-securities, usually

placed by large corporations or, occasion¬
ally, public-sector bodies) has enabled

large, high-quality borrowers to forgo
banks as intermediaries in acquiring fund¬
ing. Moreover, large private companies
have often become sufficiently well equipped

in technology and expertise to resort to
forms of in-house banking. Furthermore,
the loyalty of private companies to their
'home banks', although still an important
phenomenon in Germany and Japan, has
diminished there, as in many other coun¬
tries.

Funding by banks has become more
expensive, moreover, as households and
companies alike have become more sen¬

sitive to the returns on their savings, di¬

verting from the traditional low-interest in¬

struments to more sophisticated ones. As
a countermeasure, banks have introduced

high-yielding savings accounts, the fea¬
tures of which resemble closely those of

ordinary chequeing accounts. The aging
of the population and the more flexible re¬

tirement age have increased the demand

Table 1

BANK PROFITS BEFORE TAX1

% of gross income

i 1981 1982 j 1983 1984 1985 1986 1987 1988 1989 1990

United States2 24.8 20.9 19.8 18.8 19.2 16.9 5.7 22.8 15.3 14.2

Japan 25.1 27.6 30.4 29.7 29.7 33.1 37.5 40.7 35.3 30.1

Germany 14.8 15.8 16.6 20.9 23.7 22.0 18.3 23.0 21.9 19.8

France3 14.8 11.6 10.8 10.2 10.6 12.1 14.3 16.2 14.2 11.3

United Kingdom n.a. n.a. n.a. 18.7 23.0 23.9 3.6 28.4 2.1 13.0

Switzerland4 27.1 25.6 26.2 26.5 27.3 26.9 25.3 24.5 25.8 20.0

n.a. not available.

1. Commercial banks.

2. Excludes savings-and-loans sector.

3. Commercial banks plus credit co-operatives.
4. All banks.

Source: Bank Profitability: Statistical Supplement 1981--1989, OECD, 1991 ; national authorit es for 1 990

for tailor-made pension and life-insurance

schemes. And the protracted bull market

in shares and large privatisation projects
in a number of countries have widened the

appeal of investment in securities. Non-

banks, particularly insurance companies,
pension funds, mutual funds and the secu¬

rities industry, have reaped the benefits of
this diversification of investment.

By losing reliable debtors through disin-
termediation, banks have become more

deeply involved in the riskier segments of
the credit market; and on the liability side,
their funding has become more difficult
and, even more important, costly. Although
banks' interest margins should not necess¬

arily have been affected by this devel¬
opment (indeed, lending to less reliable
debtors should entail higher interest

rates), in the event they have narrowed.
This factor was a major cause of the de¬

mise of the savings and loan industry in
the United States. This 'thrift' sector had

extended long-term loans, often in the
form of mortgages, which were funded by
short-term deposits. Higher deposit rates,
combined with fixed long-term mortgage
rates, cut into the interest margins, so
much so that, in many instances, they
even reversed them. While interest mar¬

gins were squeezed, banks in the United

States and in many other countries often
failed to keep the lid on operating costs.
More expensive funding and the writing-
off of bad loans, together with technologi¬
cal developments (not least in communi¬

cations equipment), have stepped up cost

pressures on banks, forcing them to be
more cost-conscious.

The opening of borders to foreign banks
has provided them with new opportunities.
While major financial centres had long
been open for foreign establishment, other
countries rapidly caught up with them in
the late 1980s, particularly Australia, New
Zealand and the Nordic countries. Usu¬

ally, the strategy of the incoming banks
has been to get a foothold on the financial
market by specialising in 'niches' where
they might still gain some competitive
advantage over domestic banks, in, for

example, financing foreign trade, dealing
in foreign exchange and loans to specific
industrial sectors. Nevertheless, it appears
that in many cases foreign banks have fallen
on hard times, even to the extent of for¬

cing some of them to consider a strategic
withdrawal. In short, banking has not pro¬
fitably internationalised its activities to the
extent that might originally have been
imagined.

Regulatory
Responses

These trends have provoked regulatory
and legislative responses. National regu¬
lators have improved their international
co-operation and made efforts to har¬

monise their prudential standards. The

leading role here has been assumed by
the Basle Committee on Banking Supervi¬
sion, in which regulators from twelve
countries2 participate; its recommenda¬
tions are accepted by regulators across
the globe. And its main accomplishments
have been the establishment of the Basle

Concordat (which, in its present form,
dates from 1983) and the agreement on a
uniform standard for capital adequacy for
banks.

The Concordat sets out principles for

the supervision of the foreign establish¬
ments of banks by monitoring of the over¬
all business of the institution concerned. It

stipulates that both home and host coun¬

try authorities have a joint responsibility in
the supervision of solvency and liquidity:
supervisors in the host country (where the
foreign establishment is located) monitor
solvency and liquidity of the foreign
banks' establishments on its territory,
while supervisors of the home country
(where the parent company is located) are
responsible for monitoring the liquidity of
the banking group as a whole. If the

supervision of solvency, liquidity and for¬
eign-exchange operations and positions
in the host country is inadequate, the

2. Belgium, Canada, France, Germany, Italy, Japan,
Luxembourg, the Netherlands, Sweden, Switzerland,

the United Kingdom and the United States.
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Table 2

NET LOAN-LOSS PROVISIONS OF BANKS1

% of gross income

| 1981 1982 | 1983 1984 1985 1986 1987 1988 1989 1990

i UnitedStates2 6.6 9.6 11.1 12.8
Japan 0.8 3.3 2.2 2.3 1.2 2.4 2.2 3.3 3.4 2.4

Germany 15.6 21.9 22.6

France3 18.1 20.9 21.6 20.4 19.3 21.3 18.7 18.8 20.9 20.9

Switzerland4 14.7 17.7 18.7 18.7 19.6 19.0 19.1 17.8 18.9 20.7

n.a. not available.

1. Commercial banks.

2. Excludes savings-and-loans sector.
3. Commercial banks plus credit co-operatives.
4. All banks.

Source: Bank Profitability: Statistical Supplement 1981--1989, OECD, 1991 ; national authorities for 1990

supervisors of the home country should
extend their supervision to the foreign
establishments concerned, or discourage
the establishment in the particular host

country. And if supervision in the home
country is inadequate, the host authorities
may discourage or prohibit establishment
on their territory. Furthermore, if banking
groups incorporate non-banks, the bank¬
ing supervisors and those responsible for
the non-bank affiliates should liaise in

order to ensure the compatibility of their
supervisory standards.

The agreement on capital adequacy im¬
plies that banks, by the end of financial
year 1992, should have a minimum amount
of capital (in terms of the balance between
assets and liabilities) equal to 8% of their

risk-weighted assets. (The risk weights
vary between 0% for credits to OECD
member governments and 1 00% for loans
to private debtors.) This globally har¬
monised standard is meant to ensure that

banks have a safety cushion against the
risk of loan defaults by debtors (credit
risk). But other, market-related risks (inter¬
est risk, exchange-rate risk, position risk)
have become more important for banks as

a result of interest-rate deregulation, the
growth of their foreign business and their
venturing into new, non-traditional activities.
As a result, the Basle Committee is pre¬

paring additional capital standards to
cover such risks, which it does in close

harmony with the Montreal-based Inter¬
national Organisation of Securities Com¬
missions (IOSCO), the international body
of securities regulators.

Legislative responses have so far con¬
sisted of proposals to expand the range of
activities banks are allowed to engage in.

This is particularly true of the United
States and Japan, where until now banks
and securities firms had been largely pro¬
hibited from encroaching upon each other's
business, a restriction which new legis¬
lation is expected to relax considerably. The
prohibition of interstate banking in the
United States, which had prevented a
proper diversification of banks' assets, is
also set to disappear. In other countries,

distinctions between various types of insti¬
tutions have become blurred - between,

for example, savings banks and commercial
banks or, as in the United Kingdom, be¬
tween banks and building societies (which
provided mortgage credit).

Closing
the Loopholes

As a result of the recent controversy

surrounding the Bank of Credit and Com¬
merce International (BCCI), bank super¬
visors are expected to make fresh attempts

further to close loopholes in international
regulation. BCCI had been able to escape
regulatory control by taking advantage of
a highly complex corporate structure and
by operating from financial centres with
lax regulation. One incentive for unprinci¬
pled banks to do so is that they face few
repercussions from attempting to escape

control in this manner: usually, they do not
face restrictions on their operations in better-

regulated centres as a result.
This would suggest that impropriety

elsewhere should incur restrictions also in

properly regulated markets. To that end,
each bank could be assigned a 'lead-regu¬

lator' - the national regulator of a country
where the bank is established, and which
is able to oversee the entire business of

the bank concerned. Prudential regulation

and supervisory practice in this country
could then be required to meet a set of
minimum standards.

The deregulation of recent years has
been accompanied by a shift from one
type of regulation to another. In the past,
bank regulators used to restrict market
forces (by, for example, regulating interest,
restricting bank establishment, segregat¬
ing market segments) as a means of safe¬
guarding the integrity of the financial sys¬
tem. This approach was overdue for over¬
hauling: regulated institutions were
crowded out by ones that were less
strictly controlled, and the anti-competi¬
tive character of the old regime often
tended to make financial institutions

weaker rather than stronger. The regula

tion since introduced interferes less with

market forces and is thus more readily

compatible with free competition.
But that does not mean that the new

regulations do not affect the business of
banks. On the contrary: the new standard
for capital adequacy imposes a burden on
banks at a time when in several countries

they are already suffering from low (or
non-) profitability. Japanese banks, for
example, have had difficulties achieving
and maintaining capital adequacy. Unlike
banks in other major financial centres,
those in Japan hold large volumes of
shares, the market value of which is,
within certain limits, included in these

banks' capital.
And so the precipitous price fall on the

Tokyo Stock Exchange meant huge capital
losses for Japanese banks. Although in

general capital adequacy of Japanese
banks is reportedly up to standards, it was

expected that these losses would inspire
increased caution on the part of Japanese

banks, in particular in foreign lending.
Indeed, recent data from the Bank for
International Settlements indicate that

they reduced their foreign assets over the
year ending March 1 991 .3 The main bene¬
ficiaries of this development were Euro¬

pean banks, which expanded their foreign
assets more vigorously than US banks,
possibly because banks in Europe had
been less affected by financial fragility

than their US competitors.

Emerging
Trends

It seems likely that deregulation, in¬
creasing the scope of competition and
market forces, will continue in the foresee¬

able future, offering banks a wider range
of business opportunities. Yet they will
also be faced with intensified competition
from other financial institutions.

First, they can offer more extensive
advisory services. Second, as far as regu¬

lations allow, they can expand their range
of investment instruments offered - and

they have often done so. Innovative sav¬
ings accounts have been introduced; and

they have also facilitated investment in
securities by creating collective invest¬
ment funds. Third, the direct tapping of
capital markets by companies does not
necessarily exclude banks. Instead of
simply extending credit they can still assist
in the placement of commercial paper.

They may offer guarantee and back-up
facilities for commercial paper and other

money-market instruments issued by large
borrowers. Banks can, and must, match

the growing sophistication of debtors and
creditors with a growing sophistication in
their own services. That will entail a shift in

3. International Banking and Financial Market Devel¬

opments, Bank for International Settlements, Basle,
August 1991.
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their income structure: a lower proportion
of bank income will come from interest-

rate margins and more from commissions
and fees.

With profits under pressure, banks will

have to be more cost-conscious. They will
also have to improve their in-house risk
monitoring and management. The rapid
speed of financial innovation has not always
been accompanied by the establishment
of adequate mechanisms to monitor the

risks arising from the innovative products
(such as guarantee mechanisms, which
have sometimes burdened banks with

large unhedged positions). Competition
has often compelled banks to introduce
sophisticated new financial instruments,

without proper risk-assessment, and

tion will be the trend of the future, even

though conglomerates will continue to be
formed.

As yet, there is no evidence that the
economies of scale and scope in a con¬

glomerate will not be outdone by dis¬
economies of scale and scope. Larger
and broader as conglomerates are, they
are not necessarily stronger. Indeed, they
could become unwieldy. Large firms may
lose the flexibility necessary to continue to
respond adequately to new challenges;
overall management of highly different
activities may prove cumbersome. As a
result, sectors within a conglomerate may
be inadequately managed, become un¬
profitable and, hence, a burden rather
than a boon.

Structural complexity - a smokescreen for unscrupulous banks.

sometimes with massive losses as an in¬

evitable result.4 For want of a proper re¬
porting system, regulators were often
equally unable to monitor the risks taken,

and thus were unable to supervise them
effectively. Stricter prudential regulation
stands to lose much of its effectiveness

unless financial institutions have proper
in-house risk-management mechanisms
in place.

The profit squeeze will also stimulate a

further concentration in the banking sect¬
or. It is questionable, though, whether this
will involve mergers between large banks
from different countries. Large banks in
one particular country have merged (in
'elephant weddings') in order to withstand
intensified foreign competition. But large
cross-border mergers have not materialised,
although plans to that effect have some¬
times reached advanced stages. It is also
far from certain that financial conglomera-

4. E. H. Rotberg, 'Risk Taking in the Financial Ser¬
vices Industry', in Risk Management in the Financial
Services Industry (provisional title), OECD Publica¬
tions, Paris, forthcoming 1992.

The desegregation of the financial sect¬
or may trigger a development that parall¬
els the results of the liberalisation of

cross-border bank establishment. Banks

have established abroad, but the pre¬
dicted opening of new branches and sub¬
sidiaries on a massive scale has not

materialised. Indeed, in a number of in¬

stances banks are cutting back, even pull¬
ing out of, their foreign activities. The fad¬
ing of barriers will certainly lead to a
further integration as banks and non-bank

financial institutions engage in activities in
other sectors of the financial industry. But
specialisation among financial institutions
will survive the change, leaving scope for
specialised institutions to exploit niches in
financial markets. For example, the ex¬
pected repeal of the Glass/Steagall Act in
the United States (which separates the
banking from the securities sector) will
lead banks to set up securities affiliates.

But the financial strains in the banking
sector, and the mixed financial results of

US banks in the securities sector abroad

(in London in particular) will diminish the

immediate impact of the legislative change.
Financial fragility has already made banks
re-orient themselves towards their more

basic banking activities. Higher capital
requirements may strengthen the tend¬
ency for banks to explore and specialise in
activities that offer the best prospects of

profitability. This is why a degree of re-
specialisation in the banking world seems
a likely development in the years ahead.

The expected results of the liberalisa¬

tion and deregulation of financial markets

during the 1980s were a growing degree
of despecialisation and internationalisa¬

tion. Recent developments suggest that
the outcome will be less straightforward.
Indeed, before deregulation took effect,
the financial services industry was often
divided into clear-cut segments, both by
nationality and sector. The near future will
see a further fading of these barriers.

But the incentives for the financial in¬

dustry to break new grounds and to engage
in a vast array of new activities have di¬
minished. Rather than only despecialising
and forming conglomerates, it seems likely
that financial institutions will take a 'menu

approach': regulators will leave them with
a wider range of business opportunities,
but they will be more inclined to select
only those which they regard as best-suited
for their specific circumstances.
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What Role for Universities

in School Computing?
Pierre Duguet

Beyond the computer's ordinarypedagogical applications, teachers are having to consider
both what changes they should be introducing into course content and also what,

and how, their pupils learn as they work with computers. How can university research
in this area assist in providing teachers with help and training?

All the surveys to date have been
conclusive: the potential contri¬

bution of the new technologies
towards improving teaching and learning
will not be realised unless teachers re¬

ceive proper initial and in-service training
in their use in the classroom.1 In most

OECD countries, this training is designed
essentially to give teachers a basic under¬
standing of computer hardware and
familiarise them with some of the existing
educational software.

On the hardware side, the teacher is

shown how to operate a microcomputer

and how to perform ordinary tasks, such
as entering and outputting data, as well
as how to install and manage classroom
equipment so as to be able to use it to

best advantage. On the software side, he
or she is shown how to run the various

Pierre Duguet is a specialist in new information techno¬
logies in education at the OECD Centre for Educa¬
tional Research and Innovation (CERI).

kinds of business software (word-pro¬

cessing, spread-sheets, databases), as
well as the simpler computer-based learn¬

ing packages.
Such short courses, usually lasting only

a few days, are often held outside school
and many will not have been specifically
tailored to the types of hardware and soft¬
ware available in the teacher's school. In-

school courses are often of the 'cascade'

training pattern in which one suitably
trained teacher initiates his colleagues.

In either case, such courses at present
offer no more than an introduction to the

new information technologies in teaching,
and one may well wonder whether in the
near future they will still be of any use,
since more and more teachers are already
familiar with computers which are, more¬

over, growing constantly easier to use.
This wider computer literacy is clearly

not enough to allow the full potential of
computer-based learning to be used in

classroom practice. In the first place,
teachers have to be able to discover the

sources of software likely to contribute

most effectively to their pupils' learning,
which means that they must be shown
how to use educational databases and the

local and nation-wide communication net¬

works, to identify and procure such soft¬
ware. They also have to know how to
evaluate the software and how to suggest
ways of correcting any pedagogical or
technical shortcomings they come across
in it.

More broadly, teachers require training
in the pedagogical use of computers to
develop new learning activities corres¬

ponding to their own education strategies
and to the targets assigned their pupils.
They have to be able to assess and monitor

1 . Earlier work by the OECD Centre for Educational
Research and Innovation in education and the new in¬

formation and communication technologies; OECD
country assessments.
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pupil progress, analysing the origins of any
mistakes or misconceptions in the continuing
process of correction and explanation that

is necessary.

Training
Difficulties

This is an undertaking of some scale. It
can be implemented in part through more
intensive, longer-lasting training of the
kind provided in countries like Canada,
France, the United Kingdom and the United
States, which have made the biggest
advances in educational computing. But
experience even in these countries shows
that most such training is ineffective most
of the time because, in the present state

of the art, it sheds no light on what any
given pupil can learn or on what the learn¬
ing process is when the pupil is interacting
with a computer. All that is known is that
educational applications of computers,

certain minor tutorial or 'drill-and-practice'
packages apart, lead to alterations in the
content and sequence of courses, as also
to changes in teaching and learning pro¬
cesses. The reason is that such applica¬
tions are concerned less with 'declarative'

forms of knowledge, knowing 'what' - the
storage of knowledge - and more with
'procedural knowledge', knowing 'how' -
the construction of knowledge.

The effects are especially striking in
highly interactive 'learning environments',
such as simulation and modelling, problem-
solving, exploratory and discovery envi¬
ronments such as 'laboratories' and 'com¬

plex micro-worlds' and even in judicious
uses of ordinary business software, like
word-processing and databases. Indeed,
the computer's real pedagogical power
lies in its capacity to develop the 'meta-
cognitive' skills (the so-called 'higher-
order' thinking skills). This is all the more
valuable in that it is those very skills -
problem-solving, a critical approach, the
ability to retrieve, organise, analyse and
synthesise data, the ability to 'learn to
learn' - that are increasingly necessary
and increasingly prized in society.2

The real difficulties will begin when
teachers start using computers in this kind
of application for the first time. This is the

stage at which they will feel they require
continuous support. But who is to provide

Table

AVERAGE NUMBER OF PUPILS

PER COMPUTER IN PRIMARY

AND SECONDARY SCHOOLS
1988-1990

Primary J Secondary

Australia 1:50 1:49

Austria 1:30

Belgium
(Flemish-speaking)

1:229 1:30

Canada 1:30a

England 1:65 1:32

France 1:35 1:38

Japan 1:128 1:116b 1:28°

Scotland 1:62 1:30

Sweden 1:40

United States 1:37 1:27

a. Average of all provinces
b. Lower secondary
c. Upper secondary
Source: OECD

it? A colleague in the same subject-area
who has already tried out the same appli¬
cation or a similar one? That is often how

it happens; but such assistance is bound

to be limited because teaching aims,
especially for metacognitive skills, and
pedagogical strategies will vary from one
teacher to another, from one classroom to

another, from one school to another.

The most disturbing feature of our pre¬
sent stage of development is that it is the

teachers themselves who are acting as re¬
searchers, pioneering new approaches to
practical pedagogy, analysing the actual
effects of different software packages and
experimenting with alternative ways of
using them in their classrooms'.3

What Role

for the University?

At the same time, though, universities
are increasingly involved in familiarising
teachers with the use of computers in

education, usually in faculties or schools
of education. Some universities are con¬

ducting research into the impact of informa¬

tion technologies in education, but these
are still, unfortunately, the exceptions.

One of the reasons that most univer¬

sities are showing so little interest is that
research into pedagogical applications of

information technologies carries little prest¬
ige and attracts little funding. It offers no
real renown or reward to the researchers

concerned and receives very little outside
financial support compared with other
university activities. In 1988 the United
States Office of Technology Assessment
concluded that federal funding for R&D
which affects educational technology 'ac¬

counts for total spending of approximately
$240 million per year, never approaching
the billions committed to other major
categories of technology-related R&D'
and that 'Congress needs to consider a
substantial federal investment in R&D to

exploit more fully the power and potential
of technology for education'.4

When universities or other higher-edu¬
cation institutions nonetheless do con¬

duct R&D in education and technology,
they usually do so in some isolation, in
their own laboratories. It would surely
make sense for the university researcher
to team up with the teacher, who is often
also working on his own in the classroom,
to find out more about the impact of the

technologies, especially on content and
learning mechanisms. This must be an
area where there will be simply no substi¬
tute for feed-back between theory and
practice, especially because the one

merges into the other, and where it would
be desirable to put the researcher's

theoretical knowledge into context and
make much more of the teacher's empiri¬

cal knowledge. The university, too, of

course, bases its knowledge on observa¬
tion of real learning situations, but usually
taking pupil and teacher as experimental
subjects, not as partners.

The idea is to introduce projects that in¬
volve real co-operation between univer¬
sities and schools, in which researchers

and teachers are on an equal footing and
have a reciprocal interest in working to¬
gether. Some countries, understanding
the necessity of this, have assigned an im¬
portant role to universities and teacher-

2. See Stuart Maclure, The Teaching of Thinking',
The OECD Observer, No. 166, October/November

1990.	
3. 'Microcomputers and Secondary Teaching: Impli¬
cations for Teacher Education', Scottish Education

Department, Edinburgh, June 1988.

4. Power On! New Tools for Teaching and Learning,
Office of Technology Assessment, US Government
Printing Office, Washington DC, September 1988.
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training colleges in their national strategies
for introducing computers into schools:
Flemish-speaking Belgium, Ontario and
Quebec in Canada, also New Zealand, the

Netherlands and Turkey.

But perhaps it is Portugal which offers
the best example of the key role of the uni¬
versities, with the Minerva programme

(1985-92) involving all the universities on
a local and regional basis. The Portuguese
authorities explain that this approach had
consequences at several levels:

a high degree of cross-disciplinarity has
been created, with mixed teams of uni¬

versity staff with quite different
backgrounds, teacher college staff and
school teachers getting together to de¬
velop collaborative projects, engaging
in joint educational software and mat¬
erials development projects; this collab¬
oration has contributed to the creation

of a new breed of university staff, more
aware of the real world of schooling and

general education, and a new breed of
school teachers, more concerned with

educational research and learning mat¬
erials development.5
The Minerva experiment prompted

the Portuguese authorities and CERI to
organise an international conference, in
May 1991 to discuss this role of the uni¬
versities.6 The conference confirmed the

importance of training teachers through
research/activity in their classrooms, in
ever-closer co-operation with the univer¬
sities. The point had, moreover, already
been made in earlier CERI work on broad

issues in teacher training.7

An Uneasy Marriage
of Convenience

It would be good to be able to point to
other instances of university school co¬

operation leading to conclusions as posi¬
tive as those in Portugal. In the event, the
two 'partners' are very different, univer¬
sities often tending to take a superior if
not condescending view of schools. Uni¬
versities clearly see more prestige in co¬
operating with their peers than with
schools. Even when good will and reason
prevail to encourage collaborative work,
problems can arise.

This happened at the Educational
Technology Centre of the Harvard

Graduate School of Education, United

States, which in 1983 began to work on

projects with a number of public-sector
schools. Five years later it reported one of
the main curbs on co-operation:

despite overlapping interests, the re¬
lationships between schools and uni¬
versities have often been fraught with

misunderstanding and disappointment.
As a result, doing collaborative research
requires not merely building bridges
where few exist, but also helping people
from two different cultures to under¬

stand each other's goals, develop a
shared language, and work together to
see that both research and practice are

improved when the two are closely con¬
nected.8

To probe the school university relation¬
ship more deeply, in 1990 CERI conducted
a survey of 107 universities in 22 coun¬
tries. Analysis of the 154 university co¬
operation projects with primary and sec¬
ondary schools revealed difficulties and
problems for the two parties, both inter¬
nally and in implementing co-operation.9

On the teachers' side, there was a feel¬

ing that the additional work ought to be
compensated in one way or another, either
financially or by a reduction in teaching
hours. Teachers also felt that universities

ought to recognise their professionalism
more, to the extent of awarding diplomas,
and that they should be able to obtain
more equipment and technical help.

Researchers considered that university
authorities should recognise the worth of

such R&D projects, that permanent posts
should be established in independent inter¬

disciplinary centres (bringing together ex¬
perts in education sciences, development

5. 'Experiences and Prospects', Minerva working
paper prepared by the Portuguese authorities for the
Vilamoura conference, May 1991.

6. 'New Information Technologies in School: Teacher
Training, Research and the Role of Higher Education'
(report of the Vilamoura conference), forthcoming
1 992 (available free of charge from CERI at the OECD).

7. Teacher Training, OECD Publications, Paris,
forthcoming 1992.

8. Making Sense of the Future, Educational Techno¬
logy Centre, Harvard Graduate School of Education,
Cambridge, Massachussetts, United States, January

1988.	
9. 'Education and New Information Technologies.
Teacher Training and Research: A Survey of Co¬
operative Projects between Universities and Schools',
available free of charge from CERI at the OECD.

psychology, cognitive sciences, computing
and artificial intelligence) and that the re¬
search they were engaging in should have
a status comparable to that of basic re¬
search in the most prestigious disciplines.

To improve co-operation, both sides
emphasised the importance of joint project
planning, of clear and frank communica¬
tion, of mutual recognition for each other's
worth, knowledge and experience, of in¬
creased funding. But they also frequently
struck an optimistic note, dwelling on the
pedagogical interest of the research under¬
taken. One reply to the CERI survey aptly
sums it up: 'Co-operation will improve
with time!' So the marriage of conveni¬

ence may turn out well in the end....

Education systems can be expected to
be fairly innovative over the years ahead,
in response to pressure from information
technologies which have already re¬
volutionised the services and production

sectors. The training of creative teachers
by research is still both the basis and the
stumbling block for change. The univer¬
sities are clearly bound to play their part,
thereby complementing their principal
calling of teaching and research with their
'public service' function.

OECD Bibliography
Teacher Training, forthcoming 1992
Alan Wagner, 'Educating Teachers',

The OECD Observer, No. 169, April/
May 1991

The Teacher Today: Tasks,
Conditions, Policies, 1991

Stuart Maclure, 'The Teaching
of Thinking', The OECD Observer,
No. 166, October/November 1990

David Istance, 'What Prospects
for Teachers?', The OECD Observer,
No. 160, October/November 1989

Information Technologies
in Education. The Quest for Quality
Software, 1989

Pierre Duguet, 'Teaching: Software,
Hard Choices', The OECD Observer,

No. 157, April/May 1989
Information Technologies and

Basic Learning: Reading, Writing,
Science and Mathematics, 1987

New Information Technologies.
A Challenge for Education, 1986.

the OECD OBSERVER 1 73 December 1 991 /January 1 992 25



The measures used to protect nation¬
al industries from both fair and

unfair foreign competition reflect
the strategies adopted by multinational
corporations and the growing importance
of technology in industrial competitive¬
ness. To remain competitive in the global
market, companies have to harness modern

technology and use extensive supplier
networks to produce more sophisticated,

customised products with maximum flexi¬

bility and at minimum cost. Firms no
longer have a simple choice between ex¬

porting goods to foreign markets or estab¬
lishing production facilities locally. New
patterns of industrial linkage have emerged,
and companies now interact on a global
scale through such arrangements as joint

ventures, sub-contracting, licensing and
inter-firm agreements.

These developments have changed
traditional thinking about national com¬
parative advantage. Firms seek to maximise
their own advantages in production, market¬

ing and research, reducing the compara¬
tive advantage of a particular country to
the contribution it makes to their global
strategy. In this way, the internationalisa¬
tion of industrial activities has transformed

international economic relations and en¬

gendered frictions in trade and in foreign
investment. Large trade imbalances have
emerged within the OECD area, and the

newly industrialising economies (NIEs)
have become important competitors in

the markets for many manufactured goods:

Trade and industrial policies
designed to promote

competitiveness or
to facilitate structural

adjustment in the traded-

goods sectors may give rise
to distortions in international

competition and trade

restrictions. The growing
internationalisation

of industrial activities

requires OECD countries

26
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to assess the indirect

as well as the more obvious

direct effects of theirpolicies.
A multilateral approach
to industrial policy
will create a more

transparent international
market-place and help
prevent competition
between companies being
replaced by competition
between governments. 1

they now account for over 1 0% of world
exports.

The total value of world trade, including

services, is now approaching $4,000 bill¬
ion a year. Establishing foreign production
facilities has long been the preferred op¬
tion for large corporations in sectors that
benefit from market proximity (chemicals,

food products) and is becoming increas¬
ingly important in others (such as auto¬
mobiles) for a variety of economic and
trade-related reasons, not least the sup¬

port of export strategies and surmounting
of trade barriers.

Foreign investment since World War II
has taken place in waves, the first occur¬
ring in the 1 950s and '60s when large, out¬
ward-looking American corporations moved

abroad, mainly into Europe. Then in the
1980s it was the turn of globally oriented
Japanese and European companies to in¬
vest in other countries, especially in the
United States, which between 1982 and

1989 attracted more foreign investment
than all other OECD countries combined.

Japan is leading the overseas investment
drive at present, since Japanese com¬

panies (especially in the motor, chemical
and electrical machinery industries) are in¬
vesting abroad at about twice the rate of

1. Globalisation of Industrial Activities, OECD

Publications, Paris, 1991.

Candice Stevens is an economist in the OECD Envi¬

ronment Directorate; she worked formerly on trade

and industry issues in the OECD Directorate for Science,
Technology and Industry.
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International construction, automotive parts...

US companies and three times that of
German companies.

One growing practice which could re¬
sult in a relative decline in foreign invest¬
ment is sub-contracting. It has been en¬
couraged by technological developments
that make it practicable to spin off
production tasks to foreign firms that offer
cost, technical or locational advantages.
Complex international sub-contracting
centred around a prime contractor occurs
in a variety of sectors, especially con¬
struction. International licensing is an im¬
portant alternative in scientifically or tech¬
nologically sophisticated industries where
new products and processes are protected
by patents and copyright, such as phar¬
maceuticals or information technology. To
enhance the return on their investment in

research and development and at the
same time obtain distribution in foreign
countries, companies can sell access to

technology in exchange for a fee or royal¬
ties.

Mergers and acquisitions have become
a popular means of achieving economies
of scale in research, production and mar¬
keting as well as securing a local presence
in a target market. This is a strategy com¬
mon to many industries, including infor

mation technology, telecommunications,
consumer electronics, food processing
and distribution, insurance, and banking
and finance. The main activity was tradi¬
tionally between the United States and

Europe, but in 1989 Japanese companies
surpassed British firms in US take-overs

for the first time. There was also a sharp
jump in US take-overs in Europe in 1989,
when US companies accounted for over
30% of all cross-border acquisitions in
western Europe.

Joint ventures are expected to be used
increasingly in the 1990s by multinational
companies wanting to enter foreign mar¬
kets. They make for speedier market access
than exports and entail lower costs than

foreign investment. But there are pitfalls in
this form of international collaboration,
although they can be avoided by other ar¬
rangements wherein one company retains
overriding managerial control. Interfirm
agreements are a looser and more flexible

form of international co-operation, even
between competitors, since they can be
tailor-made to suit the requirements of all
parties. They are fast becoming the main
focus of international strategies for the
1990s, and are especially common in the
electronics and automobile industries.

They are often used to spread the spiral¬
ling costs of research and development.

An Uneven

Trading Field

To protect and promote their national
industries, governments take a variety of
measures that may distort international
competition and modify international
flows of goods and services. Fostering
high-technology and other 'strategic' sec¬
tors, whether for reasons of economic re¬

structuring, employment or balance of

payments, often entails the provision of
R&D funding and support, which gives
domestic producers competitive advan¬
tages in the global market and can cause
frictions among trading partners.2 The
rapid growth in trade in services is taking
place despite a variety of non-tariff bar¬
riers, such as discriminatory technical
standards and public procurement poli¬
cies. Although the OECD has developed
codes of conduct in this sector, which are

now being broadened and strengthened,

semi-conductors, chemical products..

no multilateral system of rules and stan¬
dard practices governing trade in services
has yet been put in place by the GATT.

Governments also impose conditions
on foreign investment through a variety of
what are known as TRIMs (trade-related
investment measures).3 By requiring in¬
vestors to transfer technology, conduct
research and development in the country,
use local inputs or export a certain pro¬
portion of output, governments do not
seek to discourage foreign investment,
since that is preferable to imports, but
they do try to ensure that investment

takes place in conditions that bring the
biggest advantages to their economies.

In the safeguarding of intellectual prop¬
erty rights, governments may be guilty of
sins of omission rather than commission

to the extent that they fail to pass or en¬
force laws to protect the patents, trade¬
marks and licenses of foreign companies.
Legal regimes and procedures that affect

2. See Barrie Stevens, 'Strategic Industries: What Pol¬
icies for the 1990s?', The OECD Observer, No. 172,
October/November 1991.

3. See Anthony Kleitz, Trimming Investment Disin¬
centives', The OECD Observer, No. 162, February/
March 1990.

4. See Jacques de Miramon, 'The International Interest

in Intellectual Property', The OECD Observer, No. 163,
April/May 1990.

5. See Gerhard Abel and Anthony Kleitz, 'Improving
Trade Policy', The OECD Observer, No. 172, October/
November 1991.
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where industrial

policies can create
distortions in trade.
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trade flows through their effects on these
intangibles are known as TRIPs (trade-
related intellectual property rights meas¬

ures) and mainly affect sectors that rely on
patents to obtain licensing income (pharma¬
ceuticals, agrochemicals, semiconductors)
as well as sectors with embodied techno¬

logy and brands that are easy to counter¬
feit and emulate (computer software,
clothing, records and cassettes).4

Export financing is another widespread
form of government support to industry
that distorts international competition and

trade, despite the existence of both OECD
and GATT codes on the subsidisation of

exports. Most governments provide ex¬

port credits and guarantees that allow for¬
eign buyers to defer payment or obtain
loan finance, often a critical consideration

in the award of contracts by developing
countries. Much of the aid given to the
Third World is tied to the purchase of

goods and services from the donor coun¬
try. International construction companies
in particular are highly dependent on the
financial backing of their governments for

winning contracts in the developing world.
An ad hoc device that governments find

particularly convenient in relieving severe
import pressure is bilateral trade arrange¬
ments, such as 'voluntary export restraints'

(VERs) and 'orderly marketing agree¬
ments', which limit the volume of trade in

particular products through the use of
political and/or economic pressure. They
are described as 'grey-area measures'
because they are ill-defined under the
GATT.5 The sectors most affected are

semiconductors, automobiles, consumer

electronics, steel and textiles. According
to GATT officials, the total value of trade

affected by these arrangements increased
by over 60% in the 1980s, representing
over half the overall growth in government
trade intervention. There are currently
some 250 VER agreements in force, many
of them dealing with exports from Japan
and the Asian NIEs.

Sectors

under the Spotlight
To assess the extent and impact of the

trade distortions produced by government
industrial policies, the OECD has examined

four key sectors where different forms of

intervention affect trade flows and inter¬

national competitiveness: semiconductors,
chemicals, automotive parts and inter¬
national construction.

Semiconductors

Fierce competition in this sector has
forced producers to use technology to the
limit to cut production costs, and some
companies have combined low costs with
aggressive pricing to increase market
shares and penetrate new markets. In
some instances, this strategy has led to

allegations of dumping, raising questions
about the definition of dumping in inter¬
national trade, where 'fair value' is partly

based on the relationship of prices to
costs.

In anti-dumping investigations of
Japanese manufacturers, both the United
States and Europe have used constructed
values to determine 'fair' market prices

for semiconductor imports. The United
States concluded that Japanese com¬

panies had sold several products in the
US market at below constructed value,

causing material injury to the American
semiconductor industry. The Japanese
countered that such calculations could

over-estimate costs by not taking into
account their more advanced position on

technology-based learning curves in the
production of semiconductors and their
longer-term pricing strategies.

Some countries which regard an indi¬
genous semiconductor industry as essen¬
tial for economic growth and national se¬
curity, and which consider that foreign
suppliers have built up an unacceptably
high share of their domestic market, have
responded by negotiating bilateral agree¬
ments. The Semiconductor Trade Agree¬

ment signed between the United States
and Japan in 1986 was designed to give
external suppliers better access to the
Japanese market, while more recently
Japan and the EC reached agreement on
minimum prices for Japanese semicon¬
ductors sold in the European market.

Chemicals

The chemical industry suffers more than
any other from patent infringement, the
products most at risk being pharmaceuti¬
cals, plant-protection chemicals and ferti¬
lisers. The annual economic loss for

OECD chemical producers is put at $7-8

billion, while the total economic losses to

OECD industry of unauthorised use of in¬
tellectual property are estimated at $70
billion a year, or 3% of the value of world
merchandise trade. Pharmaceutical com¬

panies incur the highest costs of patent
infringement, estimated at 5% of their
annual world-wide revenues.

As well as eating into profit margins,
one of the consequences is to reduce the
rate of return on R&D outlays, which are

particularly heavy in the chemical industry,
whose innovativeness is a major economic

THE GROWING SCOPE

OF THE GATT

The establishment of the General Agreement
for Tariffs and Trade (GATT) in 1947 went a
long way to eliminating the crude protection¬
ism that prevailed before World War II,
when OECD countries generally had high
and complicated tariff structures designed to
limit the import of manufactured goods. Suc¬
cessive rounds of GATT negotiations sub¬
stantially reduced tariffs, and by the early
1970s they had been lowered to a point
where they were no longer regarded as a
major barrier to trade. But by then other
trade-distorting practices had come to the
fore: governments were using regulations,
technical standards, procurement policies
and other devices to discriminate against
foreign suppliers. These non-tariff barriers to
trade were the main focus of the Tokyo

Round of GATT negotiations from 1973 to
1979, which attempted to limit their effects
on trade by laying down codes of practice
and common rules and procedures.

Since then, other impediments to interna¬
tional trade outside the scope of the GATT
framework have emerged, since the GATT
has traditionally dealt with trade in manufac¬
tured goods. Issues such as trade in servi¬
ces, which remains more subject to discrimi¬
natory government intervention, conditions
governing foreign investment, and the pro¬
tection of intellectual property rights were on
the agenda of the recent Uruguay Round of
negotiations. Existing GATT provisions on
subsidies, countervailing duties and dump¬
ing were also due to be reconsidered in the
light of current trends in the international
marketplace. In addition, there are other re¬
strictions on trade that the GATT has yet to
consider, such as so-called 'grey-area' meas¬

ures, referring to bilateral arrangements in
which one country agrees to limit the volume
of export or import of particular items.
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asset for OECD countries. The patent sys¬
tem is especially important in preventing
imitation in the pharmaceutical sector: it
has been calculated that patents increase
imitation costs by about 30% for drugs
compared to 1 0% for chemicals as a whole

and 7% for electronics and machinery.

Automotive Parts

As the market for automobiles becomes

increasingly global and vehicle manufac¬

turers buy in more and more parts from
both domestic and foreign suppliers

possessing technology, quality or cost
advantages, so the parts industry itself is

becoming increasingly international and
competitive. US and European automakers

are moving away from vertical integration,
emulating the Japanese who obtain 80% of
their components from external sources.

Some countries give the domestic motor
parts and components industry consider¬
able support by demanding that auto¬
mobiles produced in the country by for¬
eign companies have a minimum propor¬
tion of local parts. In some developing
countries, minimum local-content require¬
ments have been in force for decades;

they were introduced by Brazil in 1956, by
Mexico in 1 962 and by South Korea in 1 966.
Most OECD countries do not have condi¬

tions although they sometimes negotiate
commitments from foreign assemblers in
return for government financial support or

other benefits. Japanese manufacturers
that have established assembly plants in
Europe are subject to local-content ratios

if they want their products treated as
European-made rather than imported.

Such requirements are considered by
some to be an unfair trade restriction that

should be regulated under the GATT;
others view them as a method of maximis¬

ing the benefits of foreign investment. The
OECD analysis suggests that Japanese
automakers should make more effort to

integrate foreign part-manufacturers into
their supply networks at home and abroad; it
also calls on OECD host countries to

avoid the excessive use of incentives and

disincentives to foreign investment.

International Construction

Like other service activities, construction

runs up against non-tariff barriers in both
OECD and other countries. In most coun¬

tries it is regarded as a domestic industry

using local manpower, and so developers
tend to turn automatically to local com¬
panies rather than look further afield. For¬

eign firms often face administrative delays
in obtaining permits and authorisations,
as well as restrictions on the number of

workers they can bring in from abroad.
They thus have to have a physical pre¬
sence in the country to be able to com¬
pete effectively against local contractors.

Furthermore, since the services provided
by engineering firms and building contrac¬
tors are usually associated with pur¬
chases of materials and equipment, it is
significant that companies tend to recom¬
mend suppliers from their home countries,

compounding the effect of the preference

given to domestic firms. OECD codes of
practice and GATT provisions are aimed
at harmonising procedures and making
trade in services more transparent, and
should contribute to creating more equal
conditions of international competition.

Another distorting factor in the inter¬
national construction business is the

amount of financial assistance that the

company's home country is prepared to
provide to the client country. Whether in
the form of export credits, concessional
loans or tied aid, the financing offered can
be critical in the choice of contractor, out¬

weighing the bid price itself. OECD coun¬

tries are currently strengthening guidelines
for publicly guaranteed export credits in
order to reduce, if not eliminate, the sub¬

sidy element.

The issues raised by these trade-inhibiting
and competition-distorting government
practices concern essentially the har¬
monisation of trade and industrial policies
in the context of the internationalisation of

industrial activities and global competition
between firms. Industrial policies may
form non-tariff barriers not only to trade in
goods but also to flows of technology,
capital and services. Conversely, trade
policies may affect industrial devel¬
opment; for instance, border measures
can be used to boost infant industries and

preserve capacity in declining sectors.
The overlap between industrial and

trade policies calls for more systematic
assessment by OECD governments to en

sure that they are having the desired ef¬
fect and are not creating undesirable side-
effects. In general, trade policies are
short-term measures designed to correct
unfair trade situations or allow sectors to

adjust to international competition, while
industrial policies have more long-term
impacts on industrial development and
structural adjustment.

Multilateral approaches to industrial
policies may be necessary to reduce con¬
flicts in the international system and en¬
sure future industrial growth. Government
attempts to create competitive advan¬
tages for domestic industries have led to

conflicting industrial policies which will

not be tolerated in an increasingly global
system. New multilateral rules may be
necessary to ensure that competition be¬

tween governments does not replace
competition between companies as in¬
dustrial activities become more and more

global.
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What Price
the Airwaves?

Tim Kelly

The war in the Persian Gulf highlighted
the value of mobile radio, micro¬
wave and satellite links in establish¬

ing an operational communications service
in a very short time. But the airwaves can
be used just as efficiently for commercial
business and consumer services. As a

result, the available frequency spectrum

is rapidly becoming over-crowded. The
number of applications to use the radio

spectrum in the last ten years outweighed
the previous eighty, according to data from
the International Frequency Registration
Board (IFRB), a Geneva-based organisation
which tracks frequency assignments in
different countries. Furthermore, applica¬

tions in 1989 alone exceeded the previous
decade.

The allocation of rights to use the spect¬
rum is generally at the discretion of national

governments. Because the dominant use
of radio frequencies is by the military and
civil emergency services, all OECD gov¬
ernments have developed some sort of
policy for allocating the spectrum. But
these mechanisms were generally devel-

The frequency spectrum is
a bountiful and potentially

profitable resource.
But its extent is finite.

And the demand for its use is

growing. So how should
rights to the use of

the spectrum be assigned?
Can airwaves be priced?

oped in an era when it was viewed as a
virtually boundless resource. Most current
principles for allocating rights to its use
are based on a once-and-for-all distribu¬

tion by the state without formal means for
recovering portions that are no longer
used. Governments are increasingly being
called upon to limit conflict between differ¬
ent interest-groups, not only in minimising

Tim Kelly is a policy analyst in the Information, Computer
and Communications Policy Division of the OECD Di¬
rectorate for Science, Technology and Industry.

radio interference between existing users

but also in allocating licences to new ap¬
plicants. There is thus growing pressure to

find a more equitable way to allocate
rights to the use of spectrum while at the

same time ensuring that its use continues
to serve the broader public interest, how¬

ever that may be defined.
The lack of spectrum availability pre¬

sents a chicken-and-egg conundrum in
which the market potential of innovative
products, such as wireless local-area net¬

works or vehicle-tracking devices, cannot
be fully tested until access to the spec¬

trum is granted. Yet spectrum use is usu¬
ally allocated only on the basis of proven

market potential. And so, to encourage in¬
novation, to provide incentives for effi¬

ciency, and to penalise spectrum-hoard¬

ing both by governments and business
users, it may be necessary to consider a
reform of the current system.

The main commercial use of the spect¬

rum is in the portion between 30 KHz and

3 GHz. Beyond this point, it is employed
principally for satellite applications and
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infra-red devices such as TV remote con¬

trol units. Below 1 GHz the principal use is

over-the-air broadcasting, which occupies
a little under half of the available spectrum
in most OECD countries. Government,

mainly the armed forces, takes a further
third, and the remaining portion is used for
a variety of services, including mobile
cellular radio (in the 450 and 900 MHz

bands), and other mobile communications
services (box). Above 1 GHz the spectrum

is used mainly for fixed microwave links in
telecommunications and for radio naviga¬

tion (for example, for radar and air traffic
control). Advances in technology are en¬

abling new applications to be developed
for the portion of the frequency spectrum
above 1 GHz. For instance, the licensees

for the Personal Communications Networks

(PCN) in the United Kingdom use the band
between 1.7 and 2.3 GHz. Nevertheless,

products which make use of higher fre¬
quencies are generally more expensive

than existing applications, which operate
in lower bands.

The battle for the airwaves provides a

good example of the convergence between

telecommunications and broadcasting
because both sectors have ambitious

plans that depend on frequency availabil¬
ity. On the one hand, the telecommunica¬
tions sector is developing a whole series
of new technologies which provide mobile,
radio-based access to the public switched
telephone network; on the other, the

broadcasting sector is gearing up to a
major new round of investment in high-
definition television (HDTV) transmission.

The Mobile

Revolution

At the start of the 1980s private mobile
communications hardly existed at all out¬

side specialised user-groups such as taxi
drivers or haulage companies. By the start

THE JARGON OF THE AIRWAVES

Like many fields of academic research, the
study of the airwaves or, more correctly, the
electromagnetic frequency spectrum, has
generated its own jargon. The task of pene¬
trating the language is made harder by the
rapid pace of technological change and the
fact that different technologies are in use in
North America, Japan and Europe.

The standard units of measurement for fre¬

quency are hertz (Hz), or cycles per second.
In this article the units referred to are

kilohertz (thousands of cycles per second),
megahertz (millions) and gigahertz (thousand
millions). A particular band of frequency is
assigned to a specific use, and then allo¬
cated to an organisation or firm.

A number of technologies are emerging for
mobile communications. Older technologies
include citizen's band and public mobile
radio (PMR) which are used extensively by
trucking companies and taxi firms. The most

widespread form is analogue cellular radio
which uses sophisticated computer techno¬
logy to switch user calls between 'cells'
around a particular transmitter. Cells can
vary in radius between 500 metres and 30

kilometres, according to the number of
users.

Cellular radio was first developed in Scan¬
dinavia where the Nordic Mobile Telephone
(NMT) system has been operating since the
early 1 980s. A different technology, Advanced

Mobile Phone System (AMPS), grew up in
America starting in 1 983; it was imported to
the United Kingdom in 1 985 in a slightly differ¬
ent form, Total Access Communications

System (TACS). Other countries have de¬
veloped their own technologies, although
there is a trend towards standardisation. The

next big step is to move towards digital sys¬
tems. The main contenders are the Digital
Advanced Mobile Phone System (DAMPS)
proposed in North America and the Groupe
Spéciale Mobile (GSM) standard proposed in
Europe and named after the working group
which has been defining it.

Beyond cellular radio, there are a number
of alternative systems proposed for mobile
communications including Personal Com¬
munications Networks (PCNs) which employ
a micro-cellular technology and Second/
Third Generation Cordless Telephone Sys¬
tems (CT2/CT3), also known as Telepoint.

In television, too, there are incompatible
standards in play, including NTSC (North
America and Japan), PAL and Secam (Europe).
It seems increasingly likely that the next

generation of High Definition Television will
also be based around incompatible standards.

The main contenders at present are Hi-Vision
in Japan, HD-Mac and the interim standard
D2-Mac in Europe, and an American standard
still to be chosen but likely to be a digital
technology.

The main obstacle to the extension of mobile tele¬

phony is the unavailability of the radio spectrum.

of the 1 990s, there were almost ten million

subscribers to cellular radio services in

OECD countries and a growing number of
consumers of other technologies, such as
mobile radio, telepoint, cordless tele¬

phones and radio-paging. In the decade
to come, the pace of change is likely to
quicken as digital technologies are in¬
troduced, standards are harmonised and

as equipment and usage prices fall. There
is the very real possibility that mobile
communications services will do for the

telecommunications industry in the 1990s
what the personal computer did for the
computer industry in the 1980s: that is, to

bring about a revolutionary change in the
way products and services are sold and
used.

The pattern of growth of cellular radio in
the OECD area has been uneven. Some

countries have more than 50 mobile

phones per 1,000 inhabitants, while other

countries have still not opened a service.
Cellular radio is generally better de¬
veloped in countries where the service

has been in operation longer, such as
Scandinavia, or where there is competi-
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tion in the provision of services, as in
North America, Japan and the United
Kingdom. The market penetration of
mobile phones is lower in countries which
originally chose a non-standard techno¬
logy, such as Germany, France and Italy.

The high rates of growth over the past
decade have been achieved in the face of

high prices for handsets and call charges
which are, on average, four times those
levied on the fixed-link network. As prices

fall and technology matures, mobile com¬
munications can begin to compete with,
or substitute for, fixed-link services. For

the mobile communications industry, the
goal is to develop a small, pocket-sized
handset with a single transferable number
that is unique to a person, not a tele¬

phone. If this breakthrough can be
achieved by the start of the new century,
the demand for mobile communications

will really take off.
The restriction on spectrum availability

is one of the main constraints to the reali¬

sation of this vision. The existing fre¬
quency bands for analogue cellular radio
are already becoming saturated, leading
to a fall in the quality of service and the
clarity of calls. Some gains can be made,
as, for instance, in the shift to more effi¬

cient, digital technologies, or in the use of
higher frequencies. Even satellite delivery
of services now seems possible: the US
firm Motorola is proposing a futuristic pro¬
ject, codenamed 'Iridium', which envis¬
ages 77 low-flying satellites circling the
globe. Nevertheless, all these alternatives
add to the basic cost of the service. And

communications companies eye jealously
the huge slices of the frequency spectrum
used by the broadcasters.

Low Cost,
High Definition

The broadcasting organisations are one
of the strongest interest-groups in OECD
countries and they have traditionally been
granted privileged access to the airwaves
at little or no cost. Over time, they have
extended their use of the spectrum as
colour TV has replaced black-and-white
and as extra channels have been made

available. But the shift to high definition
television (HDTV) is likely to imply an in¬

crease in spectrum requirements because

Infrastructure can be shared between mobile commu¬

nications operators and public broadcasters.

of the immense amount of picture inform¬
ation which has to be transmitted.

In Japan and in Europe, experimental
HDTV broadcasts have been made via

satellite with some re-broadcasting over

cable-TV systems. The standards
adopted ('Hi-Vision' in Japan and 'MAC
in Europe) depend on squeezing the best
performance possible out of analogue
technology. In North America the Federal
Communications Commission (FCC) has

adopted a policy of encouraging simul¬
taneous over-the-air broadcasting ('simul¬

casting') of both HDTV and conventional
signals. The FCC is currently supervising
the public testing of six alternative HDTV
standards, and it seems likely that a digital

standard will be chosen in preference to

an analogue system. Even though digital
systems are more efficient than analogue
systems in their use of the spectrum, the
policy of simulcasting will significantly in¬
crease spectrum requirements for broad¬
casting purposes. Moreover, it is not clear
how the spectrum assigned by the FCC to
H DTV will be allocated between the different

TV channels.

The proposed frequency assignment for
HDTV in North America does not en¬

croach on that currently assigned to
mobile communications, but it neverthe¬

less means the possible future use of this
portion of the spectrum is effectively
closed to personal and other commercial
communications. Furthermore, it imposes

constraints on the licensing of new market
entrants.

Developing
a Market Mechanism

Obviously enough, none of the interest-
groups that currently use the spectrum
would argue in favour of paying for it.
Some, indeed, such as radio astronomy

users, would probably be priced out of the
market if it became a competitive free-for-
all. Nevertheless, there is a general con¬
sensus among economists that a market-
based pricing system, based on tradable
property rights, offers a more rational and
efficient system than current rationing
techniques. Market mechanisms are par¬
ticularly appropriate where choices have
to be made between competing operators
or technologies.

A pricing mechanism does not neces¬
sarily mean that the organisations with the
deepest pockets will gain control. It is
possible to assign a quasi-market price to
intangible values such as 'entertainment'
or 'freedom to communicate', which do

not lend themselves to quantitative ana¬

lysis. Furthermore, there is more than one
way to set market prices. The options
might include:

the direct sale or auction of spectrum

rights by the state - in New Zealand, for
instance, a competitive market has been
created for most of the spectrum above
1 GHz

indirect sale, whereby spectrum rights
are distributed by lottery and can then be
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HDTV is likely to be delivered by satellite in Japan, by cable in Europe and over-the-air in North America.

resold in the market - this system is in
operation for the allocation of cellular
radio licences in the United States and

has produced sizable profits for private
individuals and speculators lucky enough
to win the lottery

a rental or tax-system which penalises
under-use - spectrum licence fees are

being proposed for use in Australia and
elsewhere

a franchise or renewable licence system
subject to review after a certain period - in
the United Kingdom, commercial TV
franchises are awarded for 15 years
on the basis of competitive bids plus
a guarantee of commitment to quality

programming.
In all of these cases, safeguards have to

be built in to protect non-commercial
users and to ensure a balanced approach

to different social, linguistic and ethnic
groups as well as to defend political
pluralism.

Added to these micro-economic con¬

siderations is an international policy
aspect. The frequency spectrum knows
no international boundaries, especially
when services are delivered by satellite.
This inescapable fact considerably limits
the scope for independent, unilateral ac¬
tion by individual countries. The World

Administrative Radio Conference (WARC),
which co-ordinates different national ap¬
proaches to spectrum use, is scheduled

to meet in Spain in 1992 with such issues
as mobile communications, HDTV and

satellite services high on its agenda. De¬
veloping countries are keen to avoid a
carve-up of the international frequency
spectrum when they are not in a position
to take advantage of emerging techno¬
logies. And yet the advanced countries

would like to press ahead with releasing
and re-assigning more of the spectrum to
encourage innovation.

Ultimately, the decision on how to allo

cate the spectrum rests with individual
governments, working in co-operation to
avoid cross-border interference and to

promote international standards. Any
changes to the current system must be
evolutionary, since considerable forward-

planning is required in frequency manage¬
ment.

In telecommunications economics, the

study of the frequency spectrum is one of
the few areas where relatively 'pure'
economic principles, such as rent, amenity
or resource allocation, can be applied.
And, indeed, the OECD has recently
started a study of the economics of fre¬
quency allocation, concentrating on a re¬
view of existing policies within OECD
member countries and an evaluation of

the merits of alternative systems.
Moreover, the study is being carried out
within the context of a broader OECD

project on the policy implications of the
convergence between communications

technologies, specifically between tele¬
communications and broadcasting.

It is becoming clear that the primary
issues are economic rather than technical

in nature. No new spectrum can be
created, although there are moves to re¬
allocate 'virgin' spectrum from military to
civil use as part of the 'peace dividend',
especially in central and eastern Europe.
So it is becoming urgent that the world
should consider ways of allocating newly
available bandwidth, of promoting com¬
petition and of reclaiming unused portions
of the spectrum assigned away in the
past. An approach based on the market
seems to be the best way of ensuring that
regulation keeps pace with technological
change.

OECD Bibliography

Convergence between
Telecommunications and Broadcasting:
Case Studies from North America and

Western Europe, forthcoming 1991
Communications Outlook, 1990
Tim Kelly, The Marriage of

Telecommunications and Broadcasting',
The OECD Observer, No. 1 60, October/
November 1989.

34
the OECD OBSERVER 1 73 December 1 991 /January 1 992



INDICATORS
<

-1

<

H-
C/5
Z>

<

1990 1991 1992

Gross Domestic Product 1,6 0.2 1.8

Inflation Rate 4,1 3.3 3.7

Unemployment Rate 6.9 9.9 9.9

Current Balance* -4.8 -4.0 -4.2

<
Q

<
Z

<
o

1990 1991 1992

Gross Domestic Product 0.5 -1.0 3.1

Inflation Rate 3.0 4.6 3.0

Unemployment Rate 8.1 10.1 10.1

Current Balance1' -3.3 -1.7 -1.4

UJ

o
z
<
rr
u_

1990 1991 1992

Gross Domestic Product 2.8 1.4 2.7

Inflation Rate 2.7 2.9 3.1

Unemployment Rate 8.9 9.4 9.7

Current Balance1' -1.1 -0.9 -0.8

Q

Z

<
_l

UJ

o

1990 1991 1992

Gross Domestic Product 0.1 1.0 3.8

Inflation Rate 12.5 6.4 8.3

Unemployment Rate 1.7 2.1 1.8

Current Balance-' -3.1 -2.9 -4.3

<

1-
(/>

<

1990 1991 1992

Gross Domestic Product 4,9 2.9 3.0

Inflation Rate 2,5 3.7 3.8

Unemployment Rate 3.3 3.5 3.8

Current Balance-' 0,5 0.1 0.1

rr

<

z
UJ

a

1990 1991 1992

Gross Domestic Product 2.1 1.1 2.1

Inflation Rate 2.3 2.2 3.0

Unemployment Rate 9.5 9.8 9.2

Current Balance' 1.1 0.9 1.2

>-
z

<

rr
UJ

a

1990 1991 1992

Gross National Product 45 2.8 2.2

Inflation Rate 3.4 4.0 4.2

Unemployment Rate 5.1 5.0 5.1

Current Balance5 3.2 0.0 0.7

a
z
<

UJ
rr

1990 1991 1992

Gross National Product 5,7 2.2 2.5

Inflation Rate 3.6 3.1 3.0

Unemployment Rate 14.0 14.7 15.1

Current Balance" 3.0 1.0 0.4

O

UJ

m

1990 1991 1992

Gross Domestic Product 3,5 1.9 2.3

Inflation Rate 3.5 3.3 3.6

Unemployment Rate 8,8 8.8 8.9

Current Balance3 2,2 1.9 2.9

Q

z

<

z

LL.

1990 1991 1992

Gross Domestic Product 0.4 -2.4 0.9

Inflation Rate 5.2 5.2 4.1

Unemployment Rate 3.5 5.9 6.9

Current Balance ' -4.8 -4.1 -3.7

UJ

o
UJ
UJ

rr
o

1990 1991 1992

Gross Domestic Product 0.1 0.3 1.4

Inflation Rate 20,1 17.3 13.3

Unemployment Rate 7,7 9.0 10.0

Current Balance3 -5.3 -4.6 -3.3

>
_i

<

1990 1991 1992

Gross Domestic Product 2.0 1.7 2.7

Inflation Rate 7.5 7.0 5.9

Unemployment Rate 11.2 11.3 11.2

Current Balance3 -1.3 -/.) -1.0

Notes: figures in italics are OECD estimates
a. current balance as %ofGDP/GNP Source: Economics and Statistics Department, OECD; for further information, contact The OECD Observer

the OECD OBSERVER 173 December 1991/January 1992 35



INDICATORS

z

<
Q.

<
-3

1990 1991 1992

Gross National Product 5.6 3.5 3.5

Inflation Rate 1.9 2.3 1.9

Unemployment Rate 2.1 2.2 2.3

Current Balance3 1.2 1.2 1.5

Q

Z

<

<
UJ

rsi

UJ

z

1990 1991 1992

Gross Domestic Product 1.2 -0.4 1.0

Inflation Rate 2.9 2.0 2.5

Unemployment Rate 7.8 9.3 10.0

Current Balance ' -2.6 -3.0 -2.4

Z

<
a.
CO

1990 1991 1992

Gross Domestic Product 3.7 2.9 3.3

Inflation Rate 7.3 6.7 5.8

Unemployment Rate 16.3 15.9 15.6

Current Balance - -3.4 -3.0 -2.9

>
UJ

rr

Z3

1990 1991 1992

Gross Natona: Product 7.3 3.7 5.9

Inflation Rate 564 58.0 52.0

Unemployment Rate 10,4 11.1 11.4

Current Balance3 -2,4 -2.2 -1.6

O
rr

O
m

UJ

X
z>
_l

1990 1991 1992

Gross Domestic Product 2.6 2.9 3.4

Inflation Rate 3.4 3.2 3.4

Unemployment Rate 1.3 1.4 1.5

Current Balance' 2.2 1.9 2.9

>

<

rr

O
z

1990 1991 1992

Gross Domestic Product 4.8 2.6 3.1

Inflation Rate 1.3 2.2 4.2

Unemployment Rate 5.2 5.1 4.5

Current Balance' 3.0 4.7 4.4

Z
UJ

Q
UJ

c/>

1990 1991 1992

Gross Domestic Product 0.3 -0.9 0.4

Inflation Rate 9,2 8.4 3.8

Unemployment Rate 1,5 2.8 3.6

Current Balance -2.6 -2.3 -2.1

2
O
Q

O
z

Q
UJ

h-

Z
=>

1990 1991 1992

Gross Domestic Product 0.8 -1.8 1.6

Inflation Rate 6.8 6.7 4.6

Unemployment Rate 5.9 8.2 9.6

Current Balance3 -2,5 -1.0 -1.2

CO
Q
Z

<
_l

rr
UJ

I
i-
UJ

z

1990 1991 1992

Gross Domestic Product 3.9 2.1 2.3

Inflation Rate 2.9 2.6 2.9

Unemployment Rate 6.7 6.5 6.4

Current Balance J 3.8 3.6 4.3

_i

<
O

H
rr

o
0.

1990 1991 1992

Gross Domestic Product 4.4 3.4 3.4

Inflation Rate 14.2 12.8 11.5

Unemployment Rate 4.7 4.5 4.6

Current Balance -0.1 -1.1 -1.6

a
z

<
_i

rr
UJ

N
i-

CO

1990 1991 1992

Gross Domestic Product 2,6 1.2 1.7

Inflation Rate 6.5 5.0 4.0

Unemployment Rate 0,4 1.1 1.2

Current Balance3 4.2 5.2 5.5

Gross National Product

Inflation Rale

Unemployment Rate

Current Balance '

1990 1991 1992

1.0 -0.2 3.1

4.1 4.0 3.6

5.5 6.7 6.3

-1.7 -0.2 -1.0

Notes: figures in italics are OECD estimates
a. current balance as %ofGDP/GNP Source : Economics and Statistics Department, OECD; for further information, contact The OECD Observer

36 the OECD OBSERVER 173 December 1991/January 1992



New OECD Publications

SUE FILL IN THE FORM WITH THIS ISSUE FILL IN THE FORM WITH THIS ISSUE FILL IN THE FORM WITH THIS ISSUE FILL IN T

Economy

OECD Economic Surveys
1990-91 Series

JAPAN (November 1991)
(10 91 03 1) ISBN 92-64-13576-6, 150 pp.

UNITED STATES (November 1991)
(10 91 03 1) ISBN 92-64-13576-6, 150 pp.
1991-92 Subscription
(17 to 22 Surveys to be published):
(10 00 00 1) ISSN 0376-6438: FF850 £102 US$180 DM332
Per issue: FF60 £7.50 US$13 DM24

CCEET - Centre for Co-operation with
European Economies in Transition

THE ROLE OF TAX REFORM

IN CENTRAL AND EASTERN

EUROPEAN ECONOMIES

(November 1991)
This publication summarises the proceedings
of a conference on tax reform in the economies

in transition organised in January 1991 by the
Centre for Co-operation with European Economies
in Transition, in co-operation with the Inter¬
national Monetary Fund.

The topics discussed focus on the introduc¬
tion of new tax systems - the personal income
tax, the taxation of enterprise profits and value
added taxes - including in each case an ana¬
lysis of the experience of OECD countries. Ad¬
ministrative and political constraints on imple¬
menting new taxes and the effects of these
changes on the transition towards a market
economy in Central and Eastern Europe are
also examined.

See Jeffrey Owens, 'Options for Tax Reform',
The OECD Observer, No. 1 70, June/July 1 991 .
(14 91 05 1) ISBN 92-64-13575-8, 460 pp.
FF280 £40 US$68 DM115

Agriculture
CHANGES IN CEREALS

AND DAIRY POLICIES

IN OECD COUNTRIES:

A Model-based Analysis
(November 1991)
Cereals and dairy products are major agri¬
cultural commodities in OECD countries. This

study uses a quantitative economic model to

examine the potential impacts on domestic and
international markets of reducing government
support to cereals and dairy farmers. Lowering
the degree of support generates substantial na¬
tional benefits, but alternative ways of imple¬
menting reductions have differing domestic
and international effects. The study also high¬
lights the complexity and interdependence of
agricultural policies among commodities and
countries.

Technical annexes describe the structure of

the model and show how commodity-specific
policies are incorporated.
(51 91 06 1) ISBN 92-64-13582-0, 172 pp.
FF140 £19 US$33 DM55

FOOD CONSUMPTION STATISTICS

1979-1988

See Statistics

Development
Development Centre Studies

ECONOMIC DEVELOPMENT

IN ETHIOPIA:

Agriculture, the Market and the State
James Pickett

(October 1991)
Extreme poverty, a soaring population, war and
climatic disaster have combined to block social

and economic progress in Ethiopia. Inappropriate
government intervention, based on the com¬
mand-economy model, has particularly handi¬
capped the performance of agriculture which,
the author argues, must be the key to economic
progress. Based on a penetrating review of
development theory and practice, this study
examines Ethiopia's economic situation and
prospects and suggests policies that would
free the market to drive agricultural and wider
development in Ethiopia.
(41 91 11 1) ISBN 92-64-13572-3, 216 pp.
FF150 £21 US$36 DM62

THE DIFFUSION OF ADVANCED

TELECOMMUNICATIONS

IN DEVELOPING COUNTRIES
Christiano Antonelli

(November 1991)
Advances in telecommunications technology

strongly affect the ability of firms and countries
to compete in global markets. This study examines
in detail the economic factors underlying the
speedy adoption of advanced telecommunica¬
tions in many newly industrialising economies
and shows how they can catch up with - and
leap-frog - even certain OECD countries. The
study cites macro-economic evidence and pro¬
vides a micro-macro model of diffusion, linking
technological change, investment and product¬
ivity growth.
(41 91 13 1) ISBN 92-64-13578-2, 104 pp.
FF79 £10 US$19 DM30

Education

ENVIRONMENT, SCHOOLS
AND ACTIVE LEARNING

(October 1991)
The environmental imperative poses new chall¬
enges to education systems: how can schools
prepare children, tomorrow's citizens, to be¬
come more sensitive to environmental con¬

cerns and develop a sense of responsibility for
the world in which they live? This book discusses
the pedagogical implications of this challenge
based on concrete examples of environmental
initiatives in schools in a number of OECD

countries. Selected for their innovative

methods, these initiatives often call into quest¬
ion traditional boundaries between disciplines.
Pupils had the possibility to define a project
and its objectives, and then carry it out so as to
have a concrete impact on the environment.

See Kathleen Kelley-Lainé, 'The Environment at
School', The OECD Observer, No. 165, August/
September 1990.
(96 91 02 1) ISBN 92-64-13569-3, 152 pp.
FF125 £16 US$30 DM48

HIGHER EDUCATION MANAGEMENT

Journal of the Programme
on Institutional Management
in Higher Education
Vol. 3, No. 3
(November 1991)

New Financial Models: A market economy
for higher education?

Markets and Higher Education: How do in¬
stitutions respond to financial incentives?
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Finance and Steering: The German experi¬
ence

Financing Higher Education: The Dutch case
New Financial Models: The case of Australia

Evaluation in Management: Broadening the
assessment of teaching and research

Cost Effectiveness and Reduction: The

importance of financial savoir-faire

Research Schools Stimulate Change in Uni¬
versities: Dutch research policy

Competition in Higher Education: Conclu¬
sions from an international symposium

Trends in Higher Education: The role of the
state

Improving University Administration: A Finn¬
ish case study

Index of Articles: An analytical listing of articles
published since 1987.
1992 Subscription (3 copies):
(89 00 00 1) ISSN 1013-851X: FF220 £26 US$46 DM86
Per issue, 130 pp.:
(89 91 03 1) ISBN 92-64-13585-5: FF90 £11 US$19 DM35

Energy
IEA (International Energy Agency)

NATURAL GAS

PROSPECTS AND POLICIES

(September 1991)
Natural gas is becoming the fuel of choice in
many markets, both in OECD countries and
elsewhere. Since the mid-1980s, there have

been dramatic changes affecting the role of
natural gas in member countries' economies.
Estimates of gas reserves have increased. The
structure and regulation ot the industry continue
to evolve. Natural Gas Prospects and Policies
examines these and other recent developments
and sums up forecasts to 2010 for supply and
demand, prices, and other aspects of the natu¬
ral gas and liquified natural gas markets.
(61 91 16 1) ISBN 92-64-13567-7, 256 pp.
FF220 £30 US$52 DM88

ENERGY EFFICIENCY

AND THE ENVIRONMENT

(September 1991)
Energy efficiency in IEA member countries has
increased in recent years, but the potential for
further improvements remains. Energy Effi¬
ciency and the Environment evaluates this po¬
tential in a range of end-use sectors. It also ex¬
amines the environmental benefits of achieving
this potential, especially in terms of reducing
carbon dioxide emissions.

This assessment of the realistic potential for
improving energy efficiency also examines the
many technical, economic, regulatory and mar¬
ket factors that determine how consumers per¬
ceive the cost-effectiveness of efficiency im¬
provements.

In addition, the study weighs various policy
measures designed to overcome barriers to
energy-efficiency improvements and accelerate
the introduction of energy-efficient technology.
The effectiveness, cost and macro-economic

impact of such measures are examined, and
areas for further work are identified.

See Genevieve Mclnnes and Erich Unterwurzacher,

'Energy, Environment and the Drive for Effi¬
ciency', The OECD Observer, No. 172, October/
November 1991.
(61 91 15 1) ISBN 92-64-13561-8, 256 pp.
FF200 £28 US$48 DM82

ENERGY POLICIES

OF IEA COUNTRIES

1990 Review

(September 1991)
The lEA's review of member countries' energy
policies and the international energy situation in
1990 describes recent trends and developments
in energy demand, conservation and efficiency,
supply of primary fuels, technology and R&D.
The annual review also contains the lEA's

World Energy Outlook to 2005. Member coun¬
tries' policies are reviewed in depth every three
years, in rotation. In-depth reviews of the poli¬
cies of Austria, Denmark, Germany, Greece,
Ireland and Japan were made in 1990. The
other 15 member countries' policies, reviewed
in depth in previous years, are summarised and
briefly updated in this volume.
(61 91 14 1) ISBN 92-64-13562-6. 420 pp.
FF450 £62 US$105 DM185

ELECTRIC

DEMAND-SIDE MANAGEMENT

Workshop Proceedings
(September 1991)
Three volumes

Demand-side management (DSM) can help
electric utilities make the best use of their costly
assets while reducing primary energy require¬
ments and environmental consequences. At
the IEA Conference on Advanced Technologies
for Electric Demand-Side Management, gov¬
ernment officials, senior utility executives and
DSM experts assessed future research and
development priorities and examined how
technological advances can contribute to DSM
programme innovations. The three volumes of
conference proceedings highlight the experi¬
ences of more than 20 countries in the OECD

and Central and Eastern Europe.
Volume 1 presents addresses on Europe, the

Pacific, North America, Eastern Europe and de¬
veloping countries, as well as summaries of the
seven conference workshops on the status and
impact of DSM technology.

Volume 2 contains papers on the status of
DSM technologies for load control, energy stor¬
age and communications between utilities and
customers.

Volume 3 reproduces papers that deal with
how DSM technologies can benefit utilities, the
environment, and consumers in the residential,
commercial and industrial sectors.
(61 91 13 1) ISBN 92-64-13563-4, 1,400 pp.
FF500 £70 US$118 DM206

ENERGY BALANCES

OF OECD COUNTRIES 1960-1979

(October 1991) Bilingual
Contains a compilation of data on the supply
and consumption of coal, other solid fuels, oil,
gas, electricity and heat. The figures are ex

pressed in millions of tons of oil equivalent.
Complete supply/consumption data are shown
from 1960 to 1979. Key energy indicators are
also included.

(61 91 17 3) ISBN 92-64-0351 5-X, 739 pp.
FF490 £58 US$105 DM176

NEA (Nuclear Energy Agency)

SMALL AND MEDIUM REACTORS

Status and Prospects
and Supplement
(October 1991)
Interest is growing, in OECD countries and
elsewhere, in smaller reactors more than in

those now generally in service. Small and
medium-sized nuclear reactors (SMRs), gener¬
ating less than 600 MW, are being designed for
three purposes: electric power production, heat
generation (both for industrial process heat and
space heating) and co-generation of both heat
and power.

This study by the OECD Nuclear Energy
Agency, drawing on the latest information from
manufacturers and potential users, explores
the design concepts and status of development
of these reactors, their economic rationale and

markets, safety aspects, and the further steps
required to facilitate their introduction. Aimed
at decision-makers in government and industry, it
provides an objective review of SMRs in the
context of current concerns over fuel sources

and technologies capable of providing reliable,
low-cost energy with minimal environmental
impact.
(66 90 09 1) ISBN 92-64-13560-X,

132 pp. + 208 pp. free supplement
FF290 £40 US$70 DM120

LICENSING SYSTEMS

AND INSPECTION

OF NUCLEAR INSTALLATIONS

(November 1991)
This revised and updated study covers twenty
OECD countries. It provides a description of the
nuclear licensing regulations and practices
applied in OECD countries with specific provi¬
sions in that field. The national systems have
been described according to a standard format
to facilitate comparisons and research. In most
cases, the descriptions are supplemented by
flow charts illustrating the procedures and
specifying the different authorities involved.
(66 91 06 1) ISBN 92-64-1 3574-X, 148 pp.
FF200 £28 US$50 DM82

Environment

ENVIRONMENTAL POLICY:

How to Apply Economic Instruments
(October 1991)
In the field of environmental policy, economic
instruments, such as taxes and charges on
emissions, financial assistance, user charges,
taxes on polluting products and marketable
permits, can be a powerful, market-based com¬
plement to direct regulations. This volume pre¬
sents guidelines developed by the OECD for
the practical application of economic instru¬
ments to deal with air, water, waste and noise
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pollution. They target economic sectors which
have a major impact on the environment (energy,
transport, agriculture and industry). Intended
for use by governments, these guidelines will

'10 BESTSELLERS'

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

OECD Economic Surveys
1990-1991 Series

GERMANY

(10 91 15 1) ISBN 92-64-13543-X
FF60 e7.50 US$13.00 DM24

OECD Economic Surveys
1990-1991 Series

FINLAND

(10 91 31 1) ISBN 92-64-13542-1
FF60 £7.50 US$13.00 DM24

OECD Economic Surveys
1990-1991 Series

DENMARK

(10 91 13 1) ISBN 92-64-13545-6
FF60 £7.50 US$13.00 DM24

OECD Economic Surveys
1990-1991 Series

UNITED KINGDOM

(10 91 28 1) ISBN 92-64-13544-8
FF60 £7.50 US$13.00 DM24

5. OECD ECONOMIC OUTLOOK

No. 49

(12 91 49 1) ISBN 92-64-13532-4
FF110 £13.50 US$24.00 DM43

6. OECD ECONOMIC OUTLOOK/

HISTORICAL STATISTICS

1960-1989

(12 91 01 3) ISBN 92-64-03348-3

FF110 £14.00 US$26.00 DM42	

7. OECD EMPLOYMENT OUTLOOK

1991

(81 91 02 1) ISBN 92-64-13540-5

FF20 £26.00 US$48.00 DM78	

8. NATIONAL ACCOUNTS

OF OECD COUNTRIES

Detailed Tables - 1977-1989

Volume II

(30 91 03 3) ISBN 92-64-03506-0

FF470 £61.00 US$112.00 DM182	

9. ENERGY STATISTICS

OF OECD COUNTRIES

1980-1989

(61 91 08 3) ISBN 92-64-03299-1

FF350 £45.00 US$84.00 DM136	

10. TRANSFORMATION

OF PLANNED ECONOMIES

Property Rights Reform
and Macro-economic Stability
(14 91 03 1) ISBN 92-64-13491-3
FF125 £16.00 US$30.00 DM48

also interest business, industry and public interest
groups concerned about the environment and
sustainable economic development.
(97 91 03 1) ISBN 92-64-13568-5, 128 pp.
FF115 £15 US$28 DM45

RESPONDING TO CLIMATE CHANGE:

Selected Economic Issues

(October 1991)
In deciding how to respond to the problem of
global warming, it will be important to consider
the economic efficiency - how best to use scarce
resources - of alternative policy options.
Economic efficiency is affected by both the
costs and the benefits of policy decisions, and
by the way in which these decisions are actually
implemented.

This report examines three specific elements
of the economic efficiency question. It first
looks at the costs of adapting to the threat of a
rise in sea level caused by global warming. It
then examines how market instruments might
help reduce the total costs of responding to
climate change. Finally, it offers some suggest¬
ions on how economic considerations might
contribute to the design of an efficient inter¬
national agreement on global warming.

This volume is one of several studies to be

published by the OECD on the economic as¬
pects of climate change.
(97 91 04 1) ISBN 92-64-13565-0. 192 pp.
FF150 £21 US$36 DM62

URBAN INFRASTRUCTURE:

Finance and Management
(November 1991)
In spite of pressure to reduce public expendi¬
ture, many governments in OECD countries must
deal urgently with deteriorating urban infra¬
structure and with new infrastructure require¬
ments. This report describes common problems
in managing and financing urban facilities and
services in selected OECD countries. It docu¬

ments their efforts to improve management
practices and to find new ways (often involving
the private sector) to finance current mainte¬
nance and future provision of urban infrastructure.
See Ariel Alexandre and Eric Oberkampf,
'Funding Urban Infrastructure', The OECD
Observer, No. 172, October/November 1991.
(97 91 07 1) ISBN 92-64-13584-7, 100 pp.
FF95 £12 US$22 DM37

ENVIRONMENT, SCHOOLS
AND ACTIVE LEARNING
See Education

FREIGHT TRANSPORT

AND THE ENVIRONMENT

See Transport

Financial Affairs

FLOWS AND STOCKS

OF FIXED CAPITAL 1964-1989

See Statistics

BANK PROFITABILITY:

Statistical Supplement
See Statistics

Industry
STRATEGIC INDUSTRIES

IN A GLOBAL ECONOMY:

Policy Issues for the 1990s
(October 1991)
Government support to economically strategic
industries is already generating friction among
governments, and promises to become a criti¬
cal issue in the 1 990s. Some governments con¬
sider support essential for an economy's com¬
petitiveness, while others see it as a major
threat to the future of the international system
of trade, investment and technology transfer.
The contributions in this report, based on an
OECD 'Forum for the Future' conference, assess

the issues at stake, and conclude on the

importance of concerted international attention
to the question of agreed guidelines for state
support to R&D, increasing international con¬
vergence of policies on competition and foreign
investment, more analysis of structural differ¬
ences between national economies, and the

accessibility of technology for third countries.
See Barrie Stevens, 'Strategic Industries: What
Policies for the 1990s?' The OECD Observer,

No. 172, October/November 1991.
(03 91 03 1) ISBN 92-64-13559-6, 120 pp.
FF120 £12 US$20 DM35

MANAGING TECHNOLOGICAL

CHANGE

In Less-advanced Developing
Countries

(October 1991)
Mastering technological change is a complex
political, economic and social process. Most of
the less-advanced developing countries lack
the institutional structures through which this
process works. Developing their capacity to
manage scientific and technological change
may require breaking with past approaches,
notably donor-driven technology choices. This
volume, based on a meeting of aid donors and
independent experts, points to the importance
of defining technological priorities closely inte¬
grated with economic strategies and human
resource development in specific developing-
country settings. This can be done by encourag¬
ing interaction among the key groups involved -
politicians, economic strategists, scientists and
technicians, administrators, farmers, large and
small entrepreneurs, and bankers.
(43 91 03 1) ISBN 92-64-13570-7, 88 pp.
FF70 £10 US$17 DM29

INDUSTRIAL POLICY

IN OECD COUNTRIES

Annual Review 1991

(October 1991)
This annual report examines recent govern¬
ment initiatives to promote industrial devel¬
opment and adjustment. It also reviews trends
in industrial performance in OECD countries, on
the basis of quantitative indicators enabling
international comparisons. A special part is de-
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voted this year to the relationship between
trade and industrial policy measures.

The report also contains information on in¬
dustrial policy measures by the Czech and
Slovak Federal Republic, Hungary and Poland,
as well as by Korea, Taiwan, Hong Kong and
Singapore.
(70 91 03 1) ISBN 92-64-13571-5, 144 pp.
FF145 £20 US$35 DM58

TECHNOLOGY AND PRODUCTIVITY:

The Challenge for Economic Policy
(October 1991)
Debates about the contribution of science and

technology to economic growth often run up
against the 'productivity paradox' - the percept¬
ion that while technical change has acceler¬
ated in recent decades, productivity growth has
not kept pace. This report of an OECD seminar
examines in detail some of the factors behind

the apparent long-term slowdown in producti¬
vity growth despite increased scientific and
technological activity by industry and govern¬
ments.

In this volume, top international experts and
scholars in the field examine four broad quest¬
ions about the 'productivity paradox':

Is the slowdown in the growth of factor pro¬
ductivity linked to the emergence of a new
techno-economic system?

Can real changes in productivity and the
speed of technological change be reliably mea¬
sured?

Has adapting productive systems to new
technologies led to organisational problems
within firms or in inter-firm relationships, and
hence to unsatisfactory performance?

How can the endogenous character of tech¬
nical change be reflected in macro-economic
models?

The OECD's Technology/Economy Programme,
launched in 1988, addressed the importance of
integrating policies for science and technology
with other aspects of government policy, par¬
ticularly economic, social, industrial, energy,
education and manpower policies. Another OECD
publication gives a summary of the work of ten
international conferences held under the Tech¬

nology/Economy Programme. A third provides an
overall synthesis together with policy recom¬
mendations prepared by a high level group of
experts. The fourth TEP publication will be the
general background report.
See Philippe Montigny, 'From Technological
Advance to Economic Progress', The OECD
Observer, No. 170, June/July 1991.
(92 91 01 1) ISBN 92-64-13549-9, 648 pp.
FF560 £78 US$129 DM231

ICCP Series 'Information, Computer and
Communications Policy'

No. 24 - TELECOMMUNICATIONS

EQUIPMENT:

Changing Markets
and Trade Structures

(October 1991)
The regulatory and institutional framework of

the world's telecommunications markets has

changed radically over the past decade. At the
same time, developments in technology have
opened new and broader service markets.
Taken together, these trends have resulted in
an adjustment in international telecommunica¬
tions equipment trade which is reflected in
shifting balances of trade for many OECD
countries.

This report looks specifically at trade trends
in OECD countries over the past ten years,
analysing industrial policy initiatives and direct
or indirect measures affecting telecommunica¬
tions equipment trade.
(93 91 02 1) ISBN 92-64-13553-7. 84 pp.
FF80 £10 US$19 DM31

No. 25 - INFORMATION TECHNOLOGY

STANDARDS:

The Economic Dimension

(October 1991)
This report analyses the economic implications
of standardisation in information and communi¬

cations technologies, for individual firms and
for the course of technological innovation. The
analysis focuses on major emerging standardi¬
sation trends, the economic factors which af¬

fect the evolution of standards, and the role of

the various actors involved - governments,
equipment-makers, service-providers and
users. It makes specific proposals on how the
role of governments with respect to standard-
setting might be redefined.
(93 91 03 1) ISBN 92-64-13564-2, 120 pp.
FF90 £12.50 US$21 DM37

No. 26 - SOFTWARE ENGINEERING:

The Policy Challenge
(November 1991)
Software engineering (SE) offers a range of real
and potential solutions to the widely acknow¬
ledged productivity and quality problems as¬
sociated with current software, the main cost

factor in developing information technology
systems. SE holds the potential to transform
software development from craft activity to en¬
gineering discipline. This report analyses the
policy challenges posed by emerging SE tools
and techniques.
(93 91 04 1) ISBN 92-64-13573-1, 60 pp.
FF70 £9.50 US$17 DM29

Transport

ECMT (European Conference
of Ministers of Transport)

FREIGHT TRANSPORT

AND THE ENVIRONMENT

(October 1991)
Freight transport is vital for trade and for the
economy. Yet the movement of goods causes
pollution and other environmental nuisances.
This publication is an account of an inter¬
national seminar which examined ways to re¬
duce the environmental damage caused by the
movement of goods without undermining the
important economic role of freight transport.

Recommendations for international action are

also made.

(75 91 07 1) ISBN 92-821-1156-3, 120 pp.
FF120 £17 US$28 DM49

STATISTICAL REPORT

ON ROAD ACCIDENTS IN 1989

(November 1991) Bilingual
This report records the trends in road accident
statistics for 1989 in the 19 ECMT member

countries (Europe) and four associate members
(Australia, Canada, Japan and the United States).
It also provides data on the trends from 1975 to
1989 in numbers killed, casualties (killed and in¬
jured), accidents causing casualties, and road
vehicles in these countries - taken both indi¬

vidually and as a whole - and sets out a number
of factors to be taken into account in any analysis
of the situation.

(75 91 09 3) ISBN 92-821-0171-1, 80 pp.
FF90 £12.50 US$22 DM37

'Transport for People
with Mobility Handicaps' Series

INFORMATION

AND COMMUNICATION

(October 1991)
Physical access to many transport facilities has
improved in recent years for people with mobil¬
ity handicaps. But this alone is not enough; it is
also essential that accurate information on ser¬

vices be effectively communicated to all users,
including those with mobility problems. This
publication, an account of an international
seminar on the topic, describes some of the
ways in which improved information is being
disseminated to people with mobility handicaps.
Recommendations for further improvements
are also made.

(75 91 06 1) ISBN 92-821-1157-1, 154 pp.
FF80 £10 US$17 DM33

Statistics

FOREIGN TRADE

BY COMMODITIES 1989

Series C, Volume 5
ISSN 0474-540X

(October 1991) Bilingual, 370 pp.
Since the publication of data for 1 988, Series C
is issued in five volumes, on a subscription
basis only. The new format is intended to pro¬
vide data sooner and in a more practical form.

Each of the first four volumes of the new

Series C contains the tables for six individual

reporting countries published as and when the
data become available. Thus, data for a par¬
ticular country will not necessarily appear at the
same time and in the same volume each year.

The fifth volume includes the OECD main

country groupings (OECD-Total, OECD-Europe,
OECD-North America, EEC, and EFTA) as re¬
porting groups.

For each country, Series C shows tables re¬
lating to the SITC Sections and Divisions (one-
and two-digit). Each table shows both imports
and exports over the latest six-year period with
c. 100 partner countries or country groupings
(COMECON, OPEC, etc.).
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Up to 1987, data were reported according to
SITC Rev. 2. As from 1988, countries are re¬

quired to report data according to SITC Rev. 3.
Yet there is no discontinuity in the published
figures, since the Sections and Divisions for the
previous years have been converted into SITC
Rev. 3. It should be noted that the United

States and Turkey still reported in Rev. 2 for
1988 data.

Sold on a subscription basis only (5 volumes)
(34 90 05 3) FF1,800 £211 US$396 DM648

FOREIGN TRADE

BY COMMODITIES 1990

Series C, Volume 2
ISSN 0474-540X

(October 1991) Bilingual, 469 pp.
Sold on a subscription basis only (5 volumes)
(34 91 02 3) FF1,800 £211 US$396 DM648

FLOWS AND STOCKS

OF FIXED CAPITAL 1964-1989*

(October 1991) Bilingual
The Economics and Statistics Department
(ESD) of the OECD publishes statistics on the
main subjects influencing the development of
the economy, such as national accounts, for¬
eign trade, labour force, industrial production,
leading indicators and short-term statistics.
Most are available as printed publications, on
magnetic tape, and on diskette, and, in the
case of foreign trade by commodity, on micro¬
fiche. The page inside the front cover of the
publication gives further details and an enquiry
card to obtain more information on content,

prices and periodicity. In addition, ESD puts
forward its own forecasts in its semi-annual

publication OECD Economic Outlook, based on
a review of each member country. Particular
attention is paid to the policies that govern¬
ments are adopting to solve present economic
problems.
* Also available on diskette

(30 91 04 3) ISBN 92-64-03514-1, 60 pp.
FF90 £13 US$22 DM37

BANK PROFITABILITY:

Statistical Supplement
(November 1991) Bilingual
Trends in bank profitability and factors affecting
it are major indicators of changes in the state of
health of national banking systems. These OECD
statistics, based on financial statements of

banks, provide a unique tool for analysing
developments in bank profitability in the period
1981-89, updating the OECD publication Bank
Profitability, Financial Statements of Banks -
1980-86.

(21 91 03 3) ISBN 92-64-03518-4. 200 pp.
FF150 £21 US$38 DM62

FOOD CONSUMPTION STATISTICS

1979-1988

(October 1991) Bilingual
Food Consumption Statistics presents a de¬
tailed and comprehensive overview of production,
trade, stock variation, processing, other uses
and consumption for almost ninety agricultural
commodities and commodity groups over the
period 1979-88. It is a unique compilation of
international data, covering all OECD member

countries except Iceland. In addition, nutrition
specialists will find a set of consumption ratios
per person by commodity and for the total of all
products.
Other OECD agricultural statistical series in¬
clude Meat Balances in OECD Countries and

Economic Accounts for Agriculture.
(51 91 02 3) ISBN 92-64-03513-3, 540 pp.
FF425 £60 US$100 DM175

QUARTERLY OIL STATISTICS

AND ENERGY BALANCES

Second Quarter 1991
ISSN 0378-6536

(October 1991) 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,
natural gas liquids, and nine oil product groups
as well as natural gas. Import and export data
are reported by source and destination. The
energy balances show primary energy require¬
ments by type of fuel. Data are shown by coun¬
try, and are also aggregated by region.
Per issue, 364 pp.
(60 91 03 3): FF220 £26 US$46 DM86
1991 Subscription (4 issues)
(60 00 00 3): FF750 £90 US$158 DM293

ENERGY PRICES AND TAXES*

2nd Quarter 1991
ISSN 0256-2332

(October 1991)
Contains a major international compilation of
energy prices at all market levels: import prices,
industry prices and consumer prices. The
statistics cover main petroleum products, gas,
coal and electricity, giving for imported pro¬
ducts an average price both for importing
country and country of origin. Every issue in¬
cludes full notes on sources and methods and

a description of price mechanisms in each
country.
* Also available on diskette

Per issue, 364 pp.
(62 91 04 1): FF220 £26 US$46 DM86
1991 Subscription (4 issues)
(62 00 00 3): FF750 £90 US$158 DM293

ENERGY STATISTICS

OF OECD COUNTRIES

Volume 1: 1960-1969

Volume 2: 1970-1979

(October 1991) Bilingual
Contains a compilation of energy supply and
consumption data in original units for coal, oil,
gas and electricity. Complete supply/consumpt¬
ion data are shown from 1 960 to 1 979. Data for

the gross and net production of electricity and
electricity capacity are also included. Summary
tables for all time periods are shown for the cate¬
gory 'other solid fuels' such as wood, waste,
etc., as well as for heat.
(61 91 18 3) ISBN 92-64-03516-8. 2 x 663 pp.
Sold as a two-volume set: FF790 £95 US$168 DM284

STATISTICAL REPORT

ON ROAD ACCIDENTS IN 1989

See Transport

S^gU"
OECD HEADQUARTERS, PARIS

Vacancies occur in the OECD Secretariat in

the following areas:

Public Administration

Balance of Payments
National Accounts

Agricultural Economics
Development Economics
Energy Economics
Industrial Economics

Labour Economics

Monetary Economics
Econometrics

Environment

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
language; good knowledge of the other.

Initial appointment:

two or three years.

Basic annual salary:

from FF 252,000 to FF 329,000 (Adminis¬
trator) and from FF 363,00 (Principal
Administrator), supplemented by allowances
depending on residence and family situation.

Vacancies are open to both male and female
candidates from OECD member countries.

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

Human Resource Management
OECD

2, rue André-Pascal
75775 PARIS CEDEX 16

FRANCE
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