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WHY AND HOW

TAXING ENERGY

Why and How
January 1893

This study reviews the energy-tax
regimes of selected OECD
countries and explores why

energy is taxed, if present
regimes might be employed for
new uses, and how effective

energy taxes might be at
achieving aims other than raising
revenues. The study begins by
comparing five OECD countries
with different tax regimes, energy
mixes and pollution burdens:
Australia, Denmark, Germany,

Japan and the United States. It
highlights issues faced by
governments considering new
energy taxes as a way to affect
energy consumption and

iergy-related pollution.
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ENVIRONMENT AND TAXATION

Taxes are increasingly used for environmental purposes. 'Eco-taxes' take many
forms and may affect polluting emissions and taxes on environmentally damaging

products (pesticides, fertilisers, motor vehicles and fuels, for example). The
introduction of carbon taxes has become an important item on the political

agenda because of the debate on global warming. But the environment may
already be suffering because of inappropriate tax structures currently in force,
in particular in transport, energy and agriculture. Environmental and fiscal
policies should be mutually reinforcing. Governments are more and more aware
of the potential gains in terms of both economic efficiency and environmental
effectiveness to be reaped by integrating and reforming the current tax systems.

The carbon and sulphur content of combustibles, for example, can be specifically
taxed. The following reports present case studies of the use of environmental
taxes in several countries.

THE CASES OF THE NETHERLANDS, SWEDEN AND THE UNITED STATES

January 1994
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LE CAS DE LA FRANCE

January 1994

(in French only)
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Also of Interest

'Carbon Taxes and Current Energy Policies
in OECD Countries'

in OECD ECONOMIC STUDIES, No. 19

Special Issue: 'THE ECONOMIC COSTS

OF REDUCING C02 EMISSIONS'

(13 92 19 1) ISBN 92-64-13828-5, 194 pp.
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SPORT ]

> GLOB/

WARMING

January 1994

This publication p
proceedings of an international
ECMT seminar on the subject and
analyses the rote of transport in
the global warming phenomenon.
Those transport policy options
likely to stabilise and reduce
greenhouse gas emissions are
particularly singled out.
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in the project.



SCIENCE AND TECHNOLOGY

The Dawn of Global

The OECD Observer - The or¬

ganisation of a Megascience Forum
at OECD raises a number of quest¬
ions. First of all, what does the term
'megascience' mean?

Françoise Praderie - This rather awk¬
ward neologism refers to what used to
be known as 'big science'. The term
was coined some thirty years ago by
Alvin Weinberg, then head of a large
applied nuclear physics laboratory in the
United States, to describe those

'modern-day cathedrals' - large-scale
scientific installations.1 Since then, they
have become so complex, and so
expensive to develop, both in financial
terms and in terms of the technical and

scientific manpower required, that they
have come to be known as 'megascience'
projects. The cost of the Hubble Space
Telescope, for example, will eventually
work out to over two billion dollars; and

by the time the Superconducting Super
Collider (SSC) project was finally can¬
celled by the US Congress (in October
1993), it was estimated that it would
cost some $11 billion. In short, mega¬
science embraces equipment such as
particle accelerators, large telescopes,
Earth observation satellites, océano¬

graphie research vessels, and so on.
The term 'megascience' is now also used

1. Alvin M. Weinberg, 'Impact of Large-Scale Science
on the United States', Science, Vol. 134, No. 3473,

21 July 1961.

to describe major research programmes
such as the Global Climate Change
Programme, the International Geosphere
Biosphere Programme, or even - al¬
though it is still not yet finalised - the
International Human Genome Project.

mmmmm Presumably the vast sums of
moneyrequired to buildsuch facilities
or organise such research pro¬
grammes are now simply too large
for one country alone to provide all
the funding?

Of course. We have now reached the

stage where governments can no longer
afford to fund such research alone and

where scientists are afraid they might

The OECD OBSERVER No. 187 April/May! 994
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Scientific Co-operation

be denied access to exciting new areas
of research as a result of failure to secure

international co-operation in the pooling
of resources. Scientists the world over

constantly meet one another to trade
ideas and to invite constructive criticism

of their work by foreign colleagues -
the international scientific community
has been a reality for many years. The
requirements of scientists and policy¬
makers are therefore very much the
same.

hh« What prompted the OECD to
set up a Megascience Forum?

The initial impetus for the Forum came
from rising budget constraints, particu¬
larly in countries with highly developed
research bases. For other countries,
which were anxious not to lose out in

the global research stakes, the main
incentive was to obtain better access

to large-scale projects. Far too often,
some countries find that they are asked
to participate in projects only once all
the decisions over research objectives
and planning have already been taken,
thus presenting them with a fait accompli
and ignoring the fact that they might have
been able to provide scientists capable
of making valuable contributions from
the start of the project. Lastly, there was
the sudden collapse of the Berlin wall
which suddenly opened up new opport¬
unities for scientific co-operation.

In response to these developments,
the Research Ministers of OECD coun¬

tries met in March 1992 and decided

to set up a body to promote exchanges
in the area of megascience. The idea
of a forum was put forward and the
Ministers suggested that it should have
four main objectives: to pool information
on large scientific programmes as soon
as plans started to be made; to improve
the mechanisms for consultation and

co-operation; to try to secure, if possible,
global co-operation in future pro¬
grammes; and to put in place mechan¬
isms to monitor on-going co-operation.
The OECD was therefore mandated by
Ministers to set up a forum which would

meet these objectives and whose results
would be assessed after an initial period
of three years.

mmh Why set up what is basically
a scientific forum in an economic

organisation such as the OECD?

As an organisation set up to promote
co-operation, the OECD is simply ful¬
filling one of its basic roles by providing
governments with an instrument they can
use to define common policy. I should
add that, over the past forty years, the
OECD has been fully aware of the role
played by science and technology in
economic development. Indeed, I think
that it would be true to say that the OECD
deserves at least some of the credit that

governments should have decided to set
up ministries of research. The aim of
the forum is therefore to help those
ministers of research gain a better
understanding of the issues raised by
megascience projects.

iHB Would it be true to say that
anotherreason forchoosing the OECD
was the fact that, until now, big
science has largely been the preserve
of the industrialised nations?

Yes, it's perfectly true that for many years
the industrialised countries have been

the only economies with sufficient re¬
sources to build large instruments, and
it is for this reason that the OECD was

seen as a logical basis for creating a
forum on megascience. A necessary
basis, yes, but one that perhaps is no
longer sufficient given that other coun¬
tries outside the OECD area have

developed major research programmes.
Take the example of China, with its space
or condensed-matter research pro¬
grammes; India, which has a long
tradition of basic research and big
science projects; or even Brazil and its
space research programme. The
Megascience Forum groups 21 of the
24 OECD countries. Countries with

observer status in the Megascience
Forum include such major economies
as Russia, and also Mexico and Hun

gary. But to return to the industrialised
nations, it must be said that their

commitment to co-operative pro¬
grammes is heavily dependent on the
size of their budget deficits, which in
some cases can result in major projects
simply being cancelled. The example
which springs to mind here is the recent
decision by the United States to cancel
the SSC project. Such cancellations
suggest that countries should give timely
consideration to sharing the cost of
future projects with other nations -
particularly since the ending of the cold
war has removed some of the justification
for projects aimed at enhancing 'national
prestige'. It would also be eminently
desirable to put an end to the ruinous
duplication of research projects and
facilities which characterised that period.

wmm Will the end of East-West com¬

petition signal the start of a vigorous
fight over science research between
the three main economicareas: Japan,
Europe and the United States?

It is perfectly true that scientific ex¬
changes take place on this kind of
geographical basis. But they also take
place in Europe, too, where well-
established structures for co-operation,
such as CERN or the European Science
Foundation, already exist. We are clearly
moving, though, towards a redistribution
of roles between the three regions you
mention. That will be the next stage:
global international co-operation.

Can you give any examples of
areas where this is already happening
now?

Yes: research into elementary particle
physics. Although the American SSC
project has now been abandoned, work
is proceeding on another very large
project, the LHC (Large Hadron Collider)
planned by CERN. This programme is
almost as ambitious as the SSC in the

United States, but less expensive since
it uses existing infrastructure. It so
happens that both the Americans and
the Japanese are thinking of coming in

The OECD OBSERVER No. 1 87 April/Mayl 994
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The Japanese deep-sea submersible Shinkai6500.

This manned craft, which reaches a depth of

6500 metres, has explored the trenches near the

islands of Japan.

on this project, on the understanding that
subsequent programmes will be carried
out in either the United States or Japan.
Discussions are under way on this type
of issue.

As part of the workof the OECD
Megascience Forum?

Within the scientific community. Al¬
though the Forum plans to discuss
elementary particle physics in 1994, it
will be looking at the projects planned
to follow on from the LHC programme
ratherthandecisionscurrently in progress.
It is important to understand the role
of this body, which is a subsidiary of
the OECD Committee for Scientific and

Technological Policy. The Forum acts
as an interface between the scientific

community and governments. It asks the
scientific community to comment and
give an opinion on big-science projects,
and then, after discussing and summa¬
rising these comments, informs govern¬
ments of its findings. But we mustn't
forget that the Forum is made up of senior
civil servants responsible for research
who already work closely with the bodies
responsible for deciding science policy.

tmrnmam In short, you provide a link
between scientists andcivilservants?

It's both more and less than that. It's

less in that scientists are already used
to dealing with government. They are
used to dealing with civil servants in
their own country. What they do discover
are the benefits to be gained from taking
part in a forum in which representatives

of the governments of 21 countries are
trying to reach a consensus. Conse¬
quently, they are more than willing to
take part in the meetings between
experts organised by the OECD. Fur¬
thermore, the Forum provides a means
of forging closer links between different
scientific communities and of raising
scientists' awareness of the importance
of taking account of social requirements.
As for governments, the Forum tries to
put forward proposals which will enable
them to make more effective use of

expenditure on big science projects, and
to suggest new instruments for
co-operation. This requires some pre¬
liminary work on methods and pro¬
cedures, notably in planning. Such
procedures, which are already essential
in establishing budgets for national
programmes, are absolutely indispens-
ible for international co-operation. Pro¬
visions must be made to cover contin¬

gencies such as the unexpected with¬
drawal from the project of one of the
partners or cost overruns. This is the
problem currently faced with the Euro¬
pean Southern Observatory (ESO), where
the Very Large Telescope, an array of
four eight-metre telescopes, is proving
to be more expensive than initially
expected. The governments concerned
have therefore got together to find a
solution, either by cutting costs, borrow¬
ing money or abandoning part of the
project. It is not the role of the Forum
to deal with specific problems. What it
can do is suggest ways in which to
analyse the problem and devise pro¬
cedures which would allow governments
to find the best solution to such problems.

Such procedures would also help to
decide what action should be taken when

policy changes prompt countries to
review their participation in a given
international programme.

How do you select the scient¬
ists invited to take part in expert
meetings organised by the Forum?

Good question. Since we have no direct
access to the scientific community, we
ask governments to propose scientists
whom they consider to be the most able
and respected in a particular field. Until
now, all the scientists we have worked

with have been of the very highest
calibre. Obviously, the number of sci¬
entists involved in the Forum is relatively
small, with each country sending no more
than three, four or maybe six individuals.
The scientific community does, in fact,
have other platforms at its disposal,
notably the International Council of
Scientific Unions (ICSU) - a non-gov¬
ernment organisation known for its skill
in organising major projects, such as
the programme on climate change. Until
now it has not played any particular role
in the development of large scientific
facilities.

Could the Forum concept be
applied in other areas, such as AIDS
research?

AIDS research, as it happens, is organ¬
ised on a national basis and there is

no major programme linking the various
research efforts. The International Council

of Scientific Unions deals with natural

sciences and fundamental research, but
not with medical research. This is

unfortunate, since AIDS is a major
problem and a grave cause of concern
to people everywhere. AIDS is obviously
an issue that could well be dealt with

in the context of a forum, but until now
we have been unable to address it within

the context of the Megascience Forum.

To take a closer look at how

the Forum works in practice, perhaps
you could tell us how the experts'

The OECD OBSERVER No. 187 April/May1994
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The research vessel Joides Resolution is used

for deep drilling in the sea campaigns of the

international Ocean Drilling Program.

meetings are conducted and how the
work of the experts fits into discuss¬
ions within the Forum.

The first step is to review the main
scientific issues in the area under

consideration. So two or three speakers,
usually leading experts in the field
concerned, are asked to give an oral
presentation. We then review all the
existing major facilities in the area
concerned, as well as projects in prepar¬
ation, and ask the scientists present for
their opinion on the way in which
international co-operation is proceeding
in the area concerned. We then ask them

to suggest ways in which co-operation
might be improved. The Chairman then
sums up the conclusions of the meeting,
which are subsequently recorded in the
form of minutes and submitted to the

Forum for discussion. Provided that there

are no problems, the Forum endorses
the experts' conclusions which are then
published. By the time the ministerial
meeting to be held at the end of the
initial three-year period of operation is
held in 1995, we should have available

a series of texts providing detailed
reviews, within given scientific sectors,
of existing facilities, projects, expendi¬
ture commitments, and policy issues
applicable to all scientific sectors, such
as the proper use of scientific data.

m^H Could these reviews provide a
basis for future co-operation?

No, not directly. Each document simply
provides an overview of the situation
in a given area of megascience. We
have no remit to pursue work in given

areas to the point where a start could
be made on planning co-operation. If
governments so wished, we could
organise a meeting to help expedite work
on a given project discussed within the
context of the Megascience Forum. But
so far, they have not asked us to do
that.

^na Is it conceivable that such

projects might develop spontane¬
ously between countries on the basis
of what they have learned here?

Yes, certainly. There are some countries
which are extremely keen to become
involved in co-operation, one being
Russia, which is attempting to secure
joint funding for its own projects. For
the time being, there is little doubt that
the members of the Forum have adopted

a very cautious approach to such
possibilities, probably because of the
recession. But ideas discussed within

the Forum have made progress else¬
where. Last spring, for example, the
space agencies decided to avoid de¬
veloping competing Mars exploration
programmes, and to co-ordinate their
missions to ensure that they are at least
complementary. While the Forum does
not claim credit for this initiative, let us

say that some ideas are more acceptable
simply because they have been sug¬
gested openly. For example, a discuss¬
ion which recently took place in the
Forum on neutron beams swiftly con¬
vinced those present of the importance
of joining forces in building the next
generation of facilities. There, maybe,
one large facility is required in the United
States and another in Europe - but most

participants felt that the best solution
would simply be to build one.

Can you report any practical
results achieved by the Forum?

I shall simply mention the most spec¬
tacular one, which was in the area of

deep drilling. There are two types of deep
drilling: deep-water drilling at sea, carried
out in international waters, and drilling
on land on the continental shelf, where

it is largely subject to the sovereignty
of the countries concerned. International

co-operation has long been a feature
of deep-water drilling, and an océano¬
graphie research vessel is currently
operating successfully under the joint
Ocean Drilling Programme (ODP). But
with drilling on land, projects are run
exclusively nationally and within terri¬
torial boundaries. In one of the experts'
meetings of the Forum, the experts in
continental drilling were highly impressed
by advances in ocean drilling techniques
and were able to see for themselves

the benefits to be gained from inter¬
national close collaboration. As a result,

the participants decided to set up an
international continental drilling pro¬
gramme along the same lines as the
ODP, with Germany as lead country.
An international conference was recently
held in Potsdam (August 1 993), and the
next step will be to choose world
geological and geophysical sites for
exploration. The Megascience Forum
was warmly thanked for having helped
to secure government approval for this
project within such a short space of time.
I am quite sure that it will be thanked
again when efforts in a number of other
different areas come to fruition.

I
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Integrating
Handicapped Children

Peter Evans

Integrating disabled pupils
into mainstream schools

is a policy aspiration
for most OECD countries.

What does it mean

in practice?
And what effect

does it have, both
on disabled children

and the others?1

Recent developments in thinking
about the educational chal¬

lenges presented by children
with disabilities have led to substantial

changes in the way this problem is
formulated. Broadly speaking, there are
two different models in operation across
the OECD area.

One approach is to define disabilities
in terms of an underlying medical cause.
This method has a centuries-long histo¬
rical tradition derived from the special
rehabilitative treatment given to soldiers
blinded or deafened in battle. It provided
a model for the first schools for children

with sensory disabilities and which
specialised in teaching communication
skills, through media such as Braille,
for the blind.

This approach soon became gener¬
alised to other children who were failing
at school, particularly because of physical
ormental handicap, and for each medical
'cause' that was identified, a new type
of special school was established - an
approach that in some countries con¬

tinues to this day. Under this system
around a dozen categories of handicap
cover such disabilities as deafness,
partial hearing, blindness, partial sight,
severe and mild mental handicap, physi¬
cal handicap, emotional and behavioural
disturbance, speech impairment and
specific learning disabilities such as

Peter Evans specialises in the education of children
with learning difficulties in the Centre for Educational
Research and Innovation (CERI) in the OECD Direct¬
orate for Education, Employment, Labour and Social
Affairs.

dyslexia. Such a framework covers
between approximately 2.5 and 5% of
school-age children in the OECD coun¬
tries.

The alternative method of describing
the problem introduces the idea of
special educational needs (SEN). As the
term suggests, this approach focuses
the inquiry not on the child's disability
as such but on the identification of the

special educational input required to help
the child progress towards agreed
educational goals. There are obvious
educational requirements that have to
be taken into account for the deaf and

the blind, for example, but for other
disabilities they can be less obvious. Are,
for instance, behavioural problems
ascribable to learning difficulties - or
vice versa? The notion of SEN thus

introduces the idea of teaching based
on an overall evaluation of the child's

educational requirements, as opposed
to a purely medical diagnosis and school
placement which may be based on
possibly quite spurious or irrelevant
criteria. For example, a highly intelligent
child with a physical handicap might be
placed in a special school on the basis

1. Integration: Special Education Principles, Pract¬
ice and Prospects across OECD Countries and Case
Studies in Integration: Good Practice across OECD
Countries in Educating Children with Special Needs
in Ordinary Schools, OECD Publications, Paris, 1 994.

of that disability rather than in one that
takes account of his cognitive require¬
ments.

A key point in the difference between
the two approaches is that the concept
of SEN allows all children to be seen

on a continuum of 'teachability'. Whether
the child can be successfully integrated
into the mainstream school thus depends
on the organisation and skills practised
in the school. In the United Kingdom this
idea has been neatly encapsulated in
the Education Act of 1 981 , where children

with SEN are described as having
learning difficulties that require provision
over and above that normally made -
a definition which replaced a categorical
set of medical definitions. The idea of

SEN also provides a framework which
can incorporate other pupils who are
technically non-disabled but also have
difficulties in learning. The Warnock
Report, presented to the British govern¬
ment in 1978, noted that between 16
and 20% of children would have SEN

at some time in their school lives. This

figure, which is representative also of
other countries, means that in a class

of 30 children five or six are likely to
require some form of special help. Many
teachers and administrators are still

unaware of this figure and of what it
implies for the educative process.

The OECD OBSERVER No. 187 April/May1994
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The reasons that lie be¬

hind the differences in the

proportion of pupils whose
needs are explicitly recog¬
nised and for whom special
provision is made reflect a
subtle blend of historical,

policy, practice and defi¬
nitional issues (Table). Some
countries-Belgium, France,
the Netherlands and Swit¬

zerland , for example - clearly
use a categorical model in
identifying disabled pupils,
and provide special schools
forthem. This approach may
be compared with that of
Denmark, Finland and Ice¬

land, for example, where the
analytic framework of SEN
is being used and applied to the whole
range of pupils perceived as having
difficulties in learning, thus reducing the
number in special schools. And the more
children thus integrated, the more readily
can they be viewed as part of a
continuum, not as 'the disabled' v. the
'able-bodied'.

Germany, Norway and the United
States include children with learning
disabilities in specific areas of the
curriculum (such as reading) as a separate
category of disability. These are children
with difficulties who are normally edu¬
cated in regular schools but with special
help.

Countries with particularly low figures
for special provision are equally inter¬
esting. The United Kingdom, for ex¬
ample, has a 'statementing' procedure
whereby children with difficulties have
a 'statement' prepared by a team of
professionals; it identifies SEN, delin¬
eates the resources required to meet
them and may also absolve the children
of the obligation to participate in some
or all of the national curriculum. Through

this system additional resources are
allotted to pupils with SEN but, presum¬
ably because of the financial implica¬
tions, the number of statemented child¬
ren has remained close to the number

that would have existed if the categorical
model had still been in use.

In mixed-ability groups children can contribute to a common task on the basis of their
differing capabilities.

In Greece and Turkey the provision
is limited although the numberof children
with educational problems is recognised
as being much larger than the existing
figures imply. In Japan the figure seems
to be derived from low reported preva¬
lence of children with mild to moderate

learning difficulties.
There is thus an enormous degree of

variety among OECD countries, in the
extent to which they promote integration
and supply special help, in teaching
practices, and therefore in the financial
costs - since initial evidence suggests
that integration seems less expensive
than segregation.2

Aspects
of Integration

The integration movement first began
and developed out of the civil-rights
campaigns of the 1950s and '60s,
accelerating the development of post¬
war egalitarian values. As a result, some
countries (Sweden and the United
Kingdom, for example) developed com¬
prehensive schooling, providing the
natural context for integration. Schools
socialise as well as educate, and it was

thus argued that integration allowed all
children to learn more effectively about
the range and nature of 'the human
condition'. The successful examples that

2 sprang from these re¬
st forms - say, the increased
| degree of integration in
I Swedish schools - then

helped others to continue to
try out similar ideas. Italy,
for example, now has inte¬
gration for all pupils if their
parents ask for it; and the
United States has devel¬

oped practices which pull in
the same direction. From

this movement, pressure de¬
veloped - supported by a
vociferous parental lobby -
for disabled children to be

integrated into 'normal'
schooling. This pressure has
not abated; if anything, it has
strengthened, and many

countries (not least the United States)
have passed legislation to make sure
that children are educated in the 'least

restrictive environment' and that on

leaving school they have access to all
public buildings and transport systems,
thus encouraging the possibility of full
participation of disabled people in
everyday life, including the labour market.

More recently, many countries have
realised the very high costs of segre¬
gated provision and those with large
numbers of pupils in special schools are
questioning why this provision is as
extensive as it is. For example, Sweden
makes no provision for special schools
for partially sighted children - they are
all integrated into the mainstream. In
France, by contrast, 81 % of blind children
and 54% of partially sighted children are
in special schools. In the Province of
New Brunswick, in Canada, 87% of

children with impaired hearing are in
regular schools whereas in Finland there
are only 24%. Four in five pupils with
physical impairments are in mainstream
schools in Sweden, in contrast to 13%

in Belgium. The wide differences be¬
tween these figures serve to demon¬
strate the possibility for further integra¬
tion, given that schools and educational

2. The Integration of Disabled Children into Main¬
stream Education: Ambitions, Theories and Pract¬
ices, OECD Publications, Paris, 1994.

The OECD OBSERVER No. 187 April/May! 994



EDUCATION

systems can become appropriately
structured. At the same time, the dif¬
ferences indicate a lack of consensus

among OECD countries about the most
appropriate ways of providing for child¬
ren with SEN and over the criteria by
which 'success' might be judged.

Systemic
Features

There are a number of aspects of
school systems which have to be in place
to sustain integration where that is the
goal. The central concept here is access.
Schools must be made accessible to

disabled pupils. But this simple idea
carries with it substantial implications for
reforms that can benefit the whole school

population, not only the disabled.
It is self-evident that children with

restricted mobility will require school
buildings to be fitted with ramps, lifts,
and so on. But it goes farther than that,
since changes will also have to be made
in the classrooms themselves: special
seating arrangenments, modifications to
taps, switches, computers, and the like.
Achieving physical access provides for
'locational integration', in the sense that
the disabled can be educated in the

company of other children. It may also
meet requirements of social integration,
since they are in the position to com¬
municate with their non-disabled peers.

To give children access to learning
itself, the conditions are more demand¬

ing. The amplification of sound and
magnification of images may not in
themselves be enough for children with
sensory disabilities, since the disabled

themselves, their teachers and possibly
their peers may have to learn and use
elements of a specialised communica¬
tion system, such as a sign language
or Braille writing.

The third aspect of access, through
funding, can in some cases facilitate

integration and in other cases set up
barriers against it. In the United Kingdom,
for example, the official system of
compiling 'statements' about selected
children's special requirements can
ensure that they are provided with special

equipment and/or help
necessary to their being
integrated into ordinary
schools. Yet in some coun¬

tries the very process of
tying funding specifically
to disabilities can serve to

label children and steer

them in the direction of

segregated special
schooling. That underlines
the advantage of a move
towards policies, practices
and school conditions that

make sure that these

children can be educated

in regular schools - what-
everthe financial arrange¬
ments.

From a pedagogic per¬
spective a vital issue in
achieving sustained inte¬
gration is that teachers
can effectively 'differenti¬
ate the curriculum' fortheir

pupils. That is, teachers
must depart from the
practice of teaching the
whole class the same

contents at the same time.

Thus they set separate
tasks for different groups
within the class and oc¬

casionally, particularly
where children have spe¬
cial needs, for individuals.

Each group is likely to
consist of children of simi¬

lar degrees of attainment,
although it is possible to
have mixed-ability groups
where children contribute

to a common task on the

basis of their differing
capabilities. For example, one may
search for relevant information, another

may summarise it, another may supply
illustrations, and so on. Whatever the

grouping, the teacher can foster
co-operative learning, whereby those
children who can manage tasks help
those who cannot - a procedure which
has been shown to be extremely effect¬
ive in stimulating learning, provided all

Table

CHILDREN WITH SPECIAL EDUCATION NEEDS

% of all pupils

Pupils
for whom

special

provision
is made

Outside Mainstream

Outside

formal

education

In special
school

and unit

In special
class

in ordinary
school

Total

Australia 5.22 0.00 0.63 0.92 1.55

Austria 2.55 <0.1 2.55 <0.1 2.55

Belgium 3.08 <0.1 3.08 3.08

Canada' 10.79a 0.04

Denmark 13.03 0.00 0.65 0.98 1.63

Finland 17.08 0.14 1.85 0.83 2.82

France 3.54 1.38e 1.26 0.64 3.28

Germany2 7.00" 0.00 3.69 3.69

Greece 0.86 0.18 0.20 0.489 0.38

Iceland 15.71 0.00 0.58 0.71' 1.29

Ireland 1.45 0.22 1.04 0.41 1.67

Italy 1.27

Japan 0.89= 0.00 0.63 0.52 1.19

Netherlands 3.63 <0.1 3.63 0.00 3.63

Norway 6.00d <0.1 L_ 0.6' _l <0.7

Spain 2.03 0.80 0.23 1.03

Sweden 1.60 0.00 L_ 1.03h .J 1.03

Switzerland 4.90 0.00 L_ 4.90' -J 4.90

Turkey3 0.74 0.28 0.33 0.61

United Kingdom4 1.85 0.00 1.3 1.3

United States 7.00 0.00 2.90

.. not available

1. New Brunswick only.
2. Former Federal Republic of Germany only; 1989.
3. An estimated 14% of children up to the age of 18 are handicapped.
4. England and Wales only.
a. Includes gifted pupils.
b. Estimate.

c. Children of compulsory school age.
d. Excludes individualised help for minor disabilities.
e. Children in establishments provided by the Ministry ol Social Security (not the Ministry

of Education), a proportion of whom are educated in ordinary schools.
t. No distinction was drawn between these two different types of provision,
g. Part-time provision only: otherwise in ordinary classes,
h. No distinction was made between special schools and units and classes.
j. Children in upper secondary schools.

Source: OECD

members of the group are actively and
constructively participating in the as¬
signed work.

One of the central planks of this
teaching method is the effective use of

assessment, which has to be planned
in such a way as to give teachers regular,
frequent and reliable measures of every
pupil's progress - that is, it must be
'formative'. Curriculum-based tests are

10
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required to ensure that progress is being
made and that teaching and the cur¬
riculum can be modified to suit the pupil
if he or she is not making progress.
End-of-term or -year tests, intended to
give a 'summative' account of overall
progress of a class or school are
inadequate for this purpose. An import¬
ant development is that the presence
of pupils with SEN in classrooms will
mean the simultaneous presence of
other specialised teachers and profess¬
ionals in the classroom; teachers will

thus have to learn to work effectively
in this new context.

These changes inevitably place de¬
mands on teachers' time and organising
skills, not to mention the importance of
diagnostic skills and an encouraging
attitude towards pupils with SEN. For
this reason careful consideration has to

be given to the content and style of
teacher training, both at the initial phase
and after they have begun their careers.

So does the integration of the disabled
have either beneficial or adverse effects

on pupils' progress? There is substantial
evidence in the research literature that

integration assists the academic progress
of those with disabilities. Furthermore,

these changing methods have been
shown to be beneficial for all pupils.3
They involve making the curriculum more
directly relevant for the individual, more
careful planning of teaching, monitoring

Differing abilities suggest that teachers must depart from the practice of teaching the whole class the same thing
at the same time.

pupil progress more carefully, changing
classroom organisation with team teach¬
ing, the teaching of small groups, and
so on - all things which can be very
helpful for all pupils. There is a disad¬
vantage: some disabled pupils may
develop difficulties in self-confidence,
self-esteem and in other aspects of their
social development - a feature that
requires careful attention.

There is substantial evidence in the literature that integration assists

the academic progress of students with learning difficulties.

In practice, the
integrating of children
with SEN into main¬

stream schools, now

a policy goal in most
OECD countries, has
been shown to be

successful, provided
that changes take
place in the way in
which schools are

organised, in the
curriculum and in

teaching methods.

3. Peter Evans (éd.), Euro¬
pean Journal of Special
Needs Education, Vol. 8,

No. 3, OECD Publications,

Paris/RoutledgeS Kegal Paul,
London, October 1993.

Extensive reforms of this sort require
support throughout all strata of the
education system, from national through
to local, as well as in the school and

the community. The information that has
been accumulated about educational

and school reform from work with children

with learning difficulties has salutory
implications for the whole of the edu¬

cation system, particularly for those
students who have left the system
without the qualifications necessary to
get a job and thus to enjoy the benefits
of independence.
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Schools:

A Matter of Choice
Donald Hirsch

More choice of school is changing the balance of power in
education away from 'producers' - teachers and

bureaucrats - and towards 'consumers' - pupils and their
parents. But policies to increase choice are controversial

and, when adopted, have to be designed carefully if they are
to avoid creating a hierarchy in which the most popular

schools do the choosing and a large proportion
of consumers end up disappointed.1

Parents and their children have

become fussier in choosing
schools than in the past. They

no longer take for granted that the local
public school, whatever its quality, has
to be attended. And if there is no choice

officially within the public system, they
may opt for private schools, move close
to a preferred school or find loopholes
in the system.

More privileged parents are better
placed to do all three of these things
than less privileged ones. This has
created pressure in some quarters to
recognise school choice as an official
possibility, in the hope that the expected
advantages of choosing a school will
not be available only to the rich. There
is some evidence that, given adequate
information and assistance with trans¬

port, many poorer families, as well as
middle-class ones, make choices about

schooling.
Interest in school choice is nothing

new. At the advent of universal public
education at the end of the nineteenth

and beginning of the twentieth centuries,
a number of European countries -
notably the Netherlands and France -
introduced public support for denomi¬
national schools run by churches as a
compromise in the conflict between

statism and religious freedom. Private
or semi-private religious schools thus
remained the major alternative to public
ones.

But in the past decade, with the advent
of the more discriminating parent and
explicitly free-market governments, a

Donald Hirsch worked until recently on human-resource
issues in the Centre for Educational Research and

Innovation (CERI) in the OECD Directorate for Edu¬
cation, Employment, Labour and Social Affairs.

new debate about school choice has

been raging in a number of OECD
countries - and in particular those (most
notably the United States) where there
has been little or no subsidised alter¬

native to public schools. This time the
issue revolves around belief not in God

but in the market. The argument is over
two main points. First, would the breaking
of the quasi-monopoly of the neighbour¬
hood public school in the education of
pupils in its area create a competitive
framework that will improve school
performance across the system, or,
through its overall effects, weaken the
quality of public schooling? Second, are
the interests of individual parents and
students - their preferences as con¬
sumers - to override wider social con¬

siderations such as those which underlay
the institutions of national systems of
schooling?

This debate has led to many different
kinds of policy changes in various
countries, but especially in those where
the ruling party has a strong pro-market
stance. Since the late 1 980s in particular,
three such countries -the United King¬
dom, Sweden and New Zealand - have
introduced radical measures aimed at

producing schools that compete for
customers like enterprises rather than
seeing themselves as local agents of
larger educational organisations.

In some countries -particularly Aus¬
tralia, New Zealand and Sweden -

subsidies to the private sector have been
introduced to encourage new competi¬
tors from outside the public system,
creating a private alternative with rela¬
tively low direct costs to parents. The

1 Schools: A Matter of Choice, OECD Publications,
Paris, forthcoming 1994.

wmJmW-

result has been some growth, but not
yet the creation of a major private sector
where it did not exist already. Moreover,
as large demonstrations in favour of
public education in France have recently
shown, it can be politically difficult to
change the terms on which an existing
private sector is state-subsidised.

A more radical form of competition in
Sweden, New Zealand and the United

Kingdom has been within the public
sector: the lifting of rules that assign
pupils to specific schools, the direct
linking of money for schools to the
number of pupils who enrol, and a
devolution of responsibilities that effect¬
ively turns schools into semi-autono¬
mous, perhaps even quasi-commercial,
businesses. In their more extreme form,

the 'open enrolment' policies that allow
consumers to shop around in this market
generally state that parents may apply
for any school, and that all public schools
must continue to accept any pupil that
applies while there is spare capacity.

Even though policy is not always
implemented in the name of market
competition, the role of the active 'con¬

sumer' in education is growing. In the
Netherlands, a special case where nearly
70% of children attend private, mainly
religious, schools with equal state fund-
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A TALE OF TWO HARLEMS

A renowned example of school choice, in
combination with a wide range of reform
initiatives, is in the East Harlem school district
in New York. This district - in the 1970s a

poor ghetto whose schools were failing bad¬
ly - was transformed by inspired educational
leaders and a total rejection of several ortho¬
doxies of educational administration. Junior high
school students within the district may choose
any school they wish, and each provides
a different programme, with subject
specialisation ranging from performing arts to
maths and science, and educational styles
ranging from open classrooms to Latin and
uniforms.

The initial impact of the overall reform

programme was to raise reading standards in
the district from rock-bottom to middling, but
the more important longer-term effect has been
to create enthusiasm about schooling in the
area, rather than resignation and apathy. This
advance has originated more from the motivation
of the teachers who have been allowed to carry
out their educational ideas than from the direct

discipline of the market.
One of the most innovative aspects of the

East Harlem system is that there are often
several 'schools' to a building. As well as
avoiding some of the disadvantages of large,
impersonal institutions, this innovation solves

a fundamental problem about accommodating
varied tastes in schooling. Where only two or
three schools are geographically convenient for
each pupil, it is impossible to offer a range
of choices, since each school feels it has to

cater for a wide spectrum of the population.
But when there are ten or fifteen accessible

to each pupil, there is more scope for each
to find its market 'niche'.

In the original Haarlem, a medium-sized town

in the Netherlands, there is also a range of
choices, in very different circumstances.
Haarlem's mainly middle-class families are
active choosers, using a range of criteria,

including religion, character of school and
perceived quality. The schools on offer are
differentiated by religion, but parents increas¬
ingly distinguish them by the atmosphere of
the various schools rather than the content

of their worship. At the secondary level, there
is also differentiation by academic stream,
which to some degree is associated with
separation between classes and races.

Haarlem's large number of Turks and
Moroccans are almost completely absent in
the higher-stream schools.

As in New York's Harlem, Dutch children

enjoy a wide variety of choice only because
the system tolerates smaller schools than in

most countries. This apparent luxury can
increase costs, but it is considered a price
worth paying for a degree of choice that is
taken for granted in a country whose very
existence depends on pluralistic structures to

accommodate the major (religiously defined)
communities.

But one thing that underpins choice in the
Netherlands is more rarely mentioned: the
bicycle. Teenagers in Haarlem think nothing
of cycling ten kilometres or more to school
every morning along its excellent cycle lanes.
Unlike buses, trains or other forms of transport
that do not require parents as chauffeurs,

bicycles have the flexibility of taking you from
any one point to any other, rather than along
fixed routes. The consequences for choice
among Haarlem's 15 secondary schools
(average enrolment: 500) are considerable.

These examples illustrate different ways of
providing choice in quite different institutional
settings. But in both cases, small schools are
an essential feature and choice is but one

of several factors in wider endeavours by
school authorities to improve educational qual¬
ity. Both Harlems, moreover, underline the

fundamental point that choice is an important
consideration for people in very different social
classes.

administrators in many school districts
have actively sought ways to increase
choice and diversity within the public
system by loosening catchment areas
and creating 'magnet' and other spe¬
cialised schools attracting children from
a wide area.

Choice, of course, is not the only factor.
More significant, often, is the determi¬
nation of public authorities to introduce

reforms that meet the varying require¬
ments of students, whether for highly
specialised knowledge or more attention
to learning difficulties.

What Product

Differentiation?

Diversity in education, even though
fostered by changing consumer demand,
has always to some extent been led

by school administrators, attempting to
ensure that a range of choices exist
within the system. Indeed, diversity is
a very prominent feature of the public
education system of many OECD coun¬
tries.

The problem with a laissez-faire system,
encountered to varying degrees in the

ing to public ones, choice has tradition¬
ally been an aspect of religion-based
pluralism, reflecting the structure of the
state itself. Catholic families would read

Catholic newspapers, belong to Catholic
trade unions, send their children to

Catholic schools; Protestant and

non-religious families behaved corre¬
spondingly. Now, in a much more secular
age, there is more inclination to cross
religious divides. Yet the religious schools
remain popular, because they offer an
alternative often chosen on grounds
which include school character or aca¬

demic quality.2
In Denmark, high subsidies to 'free'

(that is, non-state) schools controlled by
parents has allowed pluralism of ideas.
In the 1960s, for example, the growth
of small schools with non-traditional

ideologies was more demand-led than

2. Karen Seashore Lewis, 'Choice and Centralism in

Dutch Education', The OECD Observer, No. 172,
October/November 1991 .

in many other countries.
Although in Denmark
capital for private schools
is directly linked to en¬
rolment, smallness is part
of the philosophy of many
of them, and government
rules insisting on control
by parent-elected boards
effectively preclude
school 'conglomerates'.
Today, although that phi¬
losophy continues, a more
hard-headed approach by
parents and officials alike
has curbed some of the

more extreme cases of

unstructured schooling.
In the United States,

while advocates of vouch¬

ers for private schools
have not succeeded in

getting them implemented
on a significant scale,

Table 1

CHOICE OF SCHOOL IN SWEDEN'

Entry ages: 7, 10 and 14

%

ol parents

Friends/good peer atmosphere 34

Quiet/not violent/small classes 21

Good teachers/school leadership 16

Social factors/attention to pupils 15

Special pedagogical character

(Waldorf, Montessori, etc.) 12

Geographical factors 10

Better equipment/facilities 8

Attention to pupils with problems 7

Special subject character (music, art, foreign language) 5

Good reputation 5

Possibility of parent influence 4

Special religious character 2

1 . 01 a sample of Swedish parents 7% said they had at some time chosen a school other
than their nearest public one; they were asked to give reasons lor their choice. The
categories represent summaries of reasons given spontaneously.

Source: 'Det Fria Skolvalet - en artitydundersokning bland fôrâldrar till barn i grundskolan',
Temo Testhuset Marknads Opinion, Solna, Sweden, January 1 993.
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Table 2

CHOICE OF SCHOOL IN ENGLAND'

% of parents responding

Entry age: 1 1

An influential

reason

One of the three most

important reasons

Child preferred school 59.2 23.3

Near to home/convenient for travel 57.3 23.7

Children's friends will be there 56.1 14.5

Standard of academic education 55.7 21.0

Facilities 55.7 20.6

School's reputation 54.6 20.6

Child will be happy there 49.2 21.0

School atmosphere 44.7 5.0

Policy on discipline 42.0 11.5

Standard of education in non-academic areas 40.1 6.5

Examination results 38.9 11.1

What school teaches/subject choices 37.4 6.9

1 . Eighteen other reasons, of lesser importance, were given. Parents were selecting trom a
number of secondary schools in an English town.

Source: P.A. Woods, 'Parental Perspectives on Choice in the United Kingdom: Preliminary
Thoughts on Meanings and Realities of Choice in Education', Annual Meeting of the American
Educational Research Association, Atlanta, April 1993.

United Kingdom, New Zealand and
Sweden, is that there is no guarantee
that a range of options will emerge or
that, if it does, there will not be damaging
consequences forthe system as a whole.
In these three countries there is sur¬

prisingly little attempt in general to create
schools with particular characteristics -
specialising in, say computing, ancient
Greek, or adopting novel teaching
methods; it seems that everyone is
competing to satisfy 'middle-of-the-road
values' better than the school next door.

The result is that schools remain similar.

And where every school attempts to
provide essentially the same 'product',
it is inevitable that hierarchies will

emerge, with the highest-rated schools
able to pick and choose their students
(and thereby to consolidate their advant¬
age) rather than students and parents
themselves choosing schools.

The reason is that, unlike in a market

where successful producers expand and
others wither, it seems that in practice
there is limited scope for successful
schools to duplicate themselves. In none
of the three countries with market-inspired
school choice has the government
allowed capital as well as recurrent
funding -for, say, teachers' pay and

lighting - to be related
directly to the number
of pupils enrolled. The
more ardent advocates

of choice may justly
argue that a true edu¬
cational market has not

therefore been tried:

there is limited scope
for supply to expand
and contract in re¬

sponse to demand. One
reason is that even

'neo-liberal' govern¬
ments are unwilling to
risk the political fall-out
that may result from
leaving school provi¬
sion entirely to market
forces. They fear the
damage to pupils stuck
in a school that is

allowed to witherslowly.
Equally, experienced school administra¬
tors and many educational analysts are
wary of the limitations of the more
extreme forms of the

market philosophy
when applied to child¬
ren's schooling.

The market, then, to
the extent that it can

be said to exist on a

national scale, is regu¬
lated in many ways.
Thus successful public
schools in Britain and

New Zealand have

more money for teach¬
ers and computers, but
ultimately must put a lid
on numbers. This could

lead to two kinds of

exclusiveness -select¬

ion by ability or other
criteria, such as parent¬
al or pupil characteris¬
tics, or a restriction of

places by residence
which produces pre¬
cisely what school
choice was intended to

avoid: unequal access
to people of different

classes, allowing the rich to buy into
areas with better schools.

Spreading
Opportunities

There are broadly two ways in which
the design of school choice policies might
aim to limit these disadvantages.

First, they might try to ensure that if
not everybody is to get the school of
their choice, at least opportunities might
be spread around more evenly. It is
possible that more information and better
transport would help the less privileged
to become consumers as effective

as middle-class families. Transport
vouchers allocated according to income,
for example, might be a better way of
giving poor people a real choice of school
than subsidies to specific bus routes.
But so far there is little evidence to

suggest that significant redistribution
would follow from such a scheme.

For older children, the importance of
residence in school assignment could

Table 3

CHOICE OF A FRENCH LYCÉE1

% of parents responding

Entry age: 15

An influential

reason

One of the three most

important reasons

Success of 'baccalauréat' 6.2 10.4

Quality of teaching 15.0 20.3

Reputation 13.7 25.1

Discipline 0.7 3.3

Total of above 4 reasons2 35.6 59.1

Smaller classes 2.0 4.3

Subject option 14.7 20.9

Atmosphere 1.0 6.9

Continuity 10.7 16.2

Closeness 27.0 51.7

Sibling(s) 2.6 10.1

Child's preference 6.5 12.4

Total 100.0 181.6

1. 38.4% of respondents gave no second reason and 84.1% gave no third reason. The parents
had children who had recently entered a lycée after attending a collège (lower-secondary school) in
the 12th Arrondissement of Paris.

2. The first four reasons, which might be considered as representing judgments of the 'value' of a
school, were cited at least once by 59.1% of respondents, but represent only one-third of all
reasons given.

Source: R. Ballion, 'Le choix du lycée', Convention No. 88-89, Ministère de l'éducation nationale,
Paris, 1989.
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Table 4

CHOICE OF SCHOOL IN THE UNITED STATES

%

of parents

Quality of teaching staff 96

Maintenance of school discipline 96

Curriculum/courses offered 95

Size of classes 88

Grades/test scores of students 88

Close proximity to home 74

Extracurricular activity 68

Athletic programme 53

Racial or ethnic composition 32

Source: 'Survey of the Public's Attitude towards the Public
September 1991.

School' Phi Delta Kappan,

be reduced. In Boston, Massachusetts,

for example, every family has to go to
a 'parent information centre' before
listing a choice of schools in order of
preference, and living nearby is not
guaranteed to get a pupil into any
particular school. One apparent effect
of this policy, combined with other
policies to raise the quality of weaker
schools, has been to reduce

the 'cluster-ing' tendencies of
the middle classes, and to

produce a flatter hierarchy of
preferences: fewer schools are
considered universally desir¬
able or undesirable. In 1993

under this system, 85% of
children applying for Boston
public schools were assigned
to their first choice of school

and 94% to one of their first

two choices. The policies of
Boston and other Massachu¬

setts cities require closer study
in order to understand better

the factors at work in families'

decisions.

A second way in which the
problem of school hierarchies
can be tackled is to stimulate

diversity, and hope that con¬
sumers will have varied pre¬
ferences. In Britain, Australia

and the United States, for

example, there have been
various attempts to create
networks of schools special¬
ising in languages, technology
or with other special subjects
or features.

Such experiments have
worked best where they are

both universal, in the

sense of making every
school special in some
way, and inspired in the
schools themselves

ratherthan imposed from
above. Where specialist
schools have been 'bea¬

cons of excellence' (such
as Britain's City Tech¬
nology Colleges), they
have sometimes been

islands as well, with questionable
benefits for the whole system.

Where the 'special character' of schools
has been planned centrally (as is
sometimes the case with American

magnet programmes), diversity may be
more illusory than real, as the label is
not accompanied by new educational
ideas. East Harlem (box, p. 13) is a

In spite of attempts increase choice in education, there seems

to have been little attempt to generate schools with particular
characteristics.

rare example of one that meets both

requirements. But by its very bottom-up
nature it is not easily replicable. It should
be added that none of these experiments
in diversity has operated nationally: they
are either limited to particular regions,
states or areas, or to a particular category
of school.

The liberalisers' argument that re¬
moving restrictions on schools and
universalising parent/student choice will
'let a thousand flowers bloom' has yet
to be proven - or even tried on any
large scale. Some restrictions have been
removed, and some new flowers have

sprung up, but nowhere near enough
to affect the general quality of schooling.
Establishing a market soil would not be
enough on its own to create these flowers
of innovation: they would depend on the
supply of imaginative gardeners - edu¬
cators with good ideas and resources
to back them.

The challenge of policies supporting
school choice has been to find ways
of allowing all social groups to choose
on equal terms. Experience to date
suggests that no real solution has yet
been found. This is scarcely surprising,
since in society at large neither indi¬
viduals nor groups are able to make their
choices on consumption on anything like
equal terms. Choice in education is likely
to remain part of a continuing policy
debate, and understanding of the effect¬
iveness of various innovations is likely
to improve with time.
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A New Approach
to Industrial Policy

Conditions of competition in
to adapt their behaviour

The principal policy orientation
in the OECD countries in the

1980s was made to promote
structural-adjustment policies, intended
to stimulate liberalisation, deregulation
and competition. Now a new policy
paradigm is underway, complementing
those earlier efforts. It is intended to

strengthen the framework conditions for
industry, making the factors of product¬
ion (labour and capital) and the insti¬
tutions which surround firms (law, taxa¬
tion, trade regimes and so on) more
effective for the building of capability
and competitiveness. In a world where
capital resources are becoming increas¬
ingly mobile, both nationally and inter¬
nationally, and tend to locate them¬
selves in the most favourable environ¬

ments, this capability becomes ever
more important. Indeed, it can be argued
that without such 'framework conditions'

the continued effectiveness of struct¬

ural-adjustment policies may be im¬
perilled.

The underlying thrust of the micro-
economic reforms of the 1980s was to

re-affirm and promote the central role
of the competitive firm in the allocation,
re-allocation and control of economic

resources. Too many sectors and
markets (including factor markets) had
become relatively resilient to full com¬
petition, and incentives of both firms and
individuals to meet rigorous competition
were limited. In many countries radical
reform was indispensible to overcome
the ensuing inefficiencies and, espe¬
cially, to reactivate the unrealised pro¬
ductive potential created by the rapid
development of technology (not least the
revolution in information technology). In
short, productivity, efficiency and growth
hadtobefurtherstimulatedbytheopport-
unities, disciplines and incentives of
more fully competitive markets.

In many respects these reforms have
been successful, and have given a new
stimulus to OECD economies. But the

ensuing challenges have not been met

Rauf Gônenç

the world marketplace are changing fast, and firms are having
to keep abreast of them. How is industrial policy evolving

to maintain its relevance?

;\larkc'ts.\W^^v\larke'ts,\l;

with the expected speed in all countries,
especially in labour markets. In many
countries labour resources freed from

uncompetitive activities, alongside with
new workers entering the labour force,
could not be (re)employed or (re)deployed
on the desired scale and at the speed
in the economy.

This outcome has put pressure on
governments in many countries to slow
the implementation of structural policies
in the late 1980s and early '90s, es¬
pecially in the opening of domestic
markets to full international competition.
Prospects of additional risks of down¬
ward adjustments in national industrial
capabilities and structures, have become
widespread in several countries. As a
result of these concerns, many countries

have been slowing-down their reform
agenda.

Second thoughts were nurtured by a
concern among policy-makers that
existing firms and activities may not be
facing the competitive challenges in the
most adequate institutional and
infrastructural environment, which in¬

cludes skill-adjustment and labour-
market institutions, industrial R&D and

technology-transfer arrangements, and
tax, legal and corporate-governance
environments for long-term investments.
If such 'environmental circumstances'

did indeed play an important role in
company performance, and if these

Rauf Gônenç is a specialist in structural policy in the
OECD Directorate for Science, Technology and
Industry.
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The intensive co-operation and competition

between Japanese firms produces a unique
environment in the OECD area. The town of

Tsukuba (above) became a science park
after the Universal Exhibition of 1985.

circumstances could be seriously im¬
proved in certain respects, spontaneous
market outcomes, without these im¬

provements, might indeed be less than
optimal. This line of analysis puts the
assessment and adjustment of the 'frame¬
work conditions for industry' high on the
agenda for national policies.

Indeed, research conducted recently
on industrial organisation in several
OECD countries suggests that a number
of elements in the business environment

beyond the individual firm have a bearing
on firm performance.1 Firms are sur¬
rounded by a framework of factors
beyond their control (box, p. 18).

These factors can be qualified in
economic theory as 'systemic externali¬
ties': companies cannot improve them
by independent action. In the past, giant
corporations used to have a direct
influence on systemic externalities,
especially in sector-specific areas by
'internalising' them - for example, intra-
group banking, intra-group education,
intra-group production of key equipment,
and so on. In today's technologically
complex and less concentrated econo¬
mies, the room and rationale for such
intemalisation has diminished consider-

LThis kind of research is becoming widespread in
OECD countries. Two particularly important lines of
work are the studies conducted in the Harvard Business

School by Professor Michael Porter and his team, and
the international set of studies undertaken under the

label 'Made in ...' first introduced by the Massachusetts
Institute of Technology, and applied to the United States,
Japan, France and Sweden. Periodical reports prepared
by the Industrial Structures Council of MITI in Japan
also form part of this literature.

FROM INDUSTRIAL POLICY

TO COMPETITIVENESS POLICIES

Hanspeter Gassmann

The term 'industrial policy' has been contro¬
versial in several OECD countries for some

years. The interventionism it suggests does
not seem to fit too well into the general concept
of market economies, where decisions made

as to sectoral investments, what products
should be produced, and in what location, are
best left to market forces. In the period after

the second World War, governments in several
countries have effectively used industrial policies
to various ends: to build up industries, es¬

pecially heavy industries; to target the devel¬
opment of particular new products, often to
catch up with foreign competitors; and to shield
domestic industry from competing imports. This

old-style industrial policy used essentially three
instruments: import tariffs, sectoral subsidies,
and regional subsidies.

The gradual opening of frontiers to free trade,
the growing integration of the world economy,
the liberalisation of capital markets, the growth
of foreign direct investment, the virtual shrinking
of the planet through faster and cheaper air
transport and telecommunications - all factors
encompassing what is now called the 'globalis¬
ation' of industry and services - have changed
that. The result has been a gradual weakening
of the effectiveness of the 'classical' instru¬

ments of national industrial policy. Otherfactors
are also responsible for this development, such
as the reduction of the contribution of manu¬

facturing industries to GDP and employment,
the rapid growth of services, and the generally
poor showing of government attempts to 'pick
winners' in new areas of technology.

Today one can increasingly observe not only
growing competition among firms for market
shares, growth and profit performance, but also
increasing competition among nations to provide
the most effective economic environment

conducive to attract new investment and new

firms and to prevent existing firms from leaving
the country. The recession presently affecting
a number of OECD countries, particularly the

growing unemployment observed throughout
the area, and in Europe especially, has helped
sharpen minds and increased soul-searching
about the economic conditions that have

brought about this situation.
This reflection takes in not only macro-

economic factors, such as excessively high
interest rates, taxation or labour costs. A host

of other, more qualitative factors, more difficult
to describe, also come into play. Among them

are the management style of firms, the
relationship between shareholders and man¬
agement ('corporate governance'), short- versus
long-term returns on investment, the degrees
of skill of the workforce and investment in

training, the state of physical infrastructure for
transport and communications and related
costs, environmental policies, and the quality
and effectiveness of public administration (in
some European countries for instance, it can

take a firm up to six years to obtain a building
permit to construct a new factory).

All in all, these 'framework conditions' for

industry have an impact on the competitiveness
of enterprises, and on the attractiveness of
regions or nations for industrial investment and
thus for jobs. In many countries the study of
these competitiveness conditions has long
been a favorite area of attention, especially
in times of recession. Such studies of the

subject that exist have primarily been
country-specific, and contain only general
references to, and occasional comparisons
with, the situation in other countries.

In this age of globalisation, a more systematic
comparison of these framework conditions for
industry has to be developed to offer para¬
meters for national competitiveness. OECD
countries require comparative analyses on
which to base their fine-tuning of measures
and policies for national competitiveness. The
OECD already produces a variety of indicators
and statistics that are internationally compa¬

rable and which now have to be put into a
more coherent focus for policy-makers and

enterprises in industry. This wish was also
voiced at an Industry Committee symposium
on the globalisation of industry held in
December 1993.

That work is now underway. The OECD
has begun to develop a methodology for an
international comparison of parameters of
competitiveness, with the first results expected
in 1995. They should show how differences
in various quantitative factor inputs (such as
capital, labour or energy costs) affect com¬
petitiveness. So, too, do variations in more
qualitative parameters such as how companies
are managed - in, say, the emphasis some
countries place on maximising short-term
returns on investment, whereas others take

a longer-term view with strategic interests, such
as market share, in mind. The OECD's analysis
is also intended to show the effect of differences

in government subsidies to industry, in com¬
petition policies, in market access, in the
protection of intellectual property, of the en¬
vironment, and so on.

The approach taken is essentially
micro-economic and 'bottom-up', in that as well
as providing internationally comparable data
on competitiveness, it will take into account
the views of representatives of the private
sector and of trade unions on current difficulties

and on the solutions they advocate. The work
on framework conditions will thus incorporate

qualitative as well as quantitative para¬
meters for national competitiveness, and reflect

real problems as closely as possible.

Hanspeter Gassmann is Head of the Industry
Division in the OECD Directorate for Science,

Technology and Industry.

The OECD OBSERVER No. 187 April/May1994
17



INDUSTRY

DETERMINANTS

OF THE INDUSTRIAL

ENVIRONMENT

Factor-market conditions

Capital-market conditions: quality and com¬
petitiveness of financial services, capital
costs

Labour-market conditions: qualifications and
skills of labour force, wage-costs
R&D/technology system: access to research
and development and technology facilities
Physical infrastructure: transport, tele-com¬
munications, energy, services and prices

Firm organisation
Corporate law: corporate organisation forms
Corporate tax system: operating, dividend
and capital gains taxes
Public-support measures: supports to com¬
pany operation, investment and innovation

Product-market conditions

Local-market conditions: responsiveness of
domestic demand, intensity of domest-ic
competition
Trade profiles: openness to foreign com¬
petition and access to international markets

Market-entry regulations: opening of new
areas for business activity

Intellectual property, environment, stand¬
ards

Environmental policies: environmental rules
and regulations
Standard-setting: institutions and policies
Industrial and intellectual-property pro-tection:
patents, copyrights, trade secrets, trade¬
marks

Responsiveness of public administration,
land planning and approval procedures.

ably. Co-operative initiatives by corpo¬
rations (joint research, for example) and,
more often, public policy, law and
technology- or sector-specific institu¬
tions - such as foreign-trade regimes,
tax arrangements for investment and
R&D, payroll taxes, training and tech¬
nology-transfer organisations, research
programmes, systems of industrial fi¬
nance and governance, and so on - are
the driving forces shaping and improving
these framework factors.

This approach reveals national econo¬
mies as systems of institutions in factor
and product markets, and in regulations,
laws and policies which influence the
incentives, property rights, organisation
and governance patterns, and the com

petitive strategies and behaviour
of corporations. It then appears
possible that differing national
systems may lead to different
behaviour and performance in
various industrial areas -as has

been amply explored in the
semi-conductor industry, where
differing capital-market and gov¬
ernance regimes led to divergent
R&D, investment and pricing
strategies in different countries.2 Ten¬
sion, or 'systemic frictions' might then
result in the international arena because

of a possible 'uneven playing field' in
international competition.3Transparency
of the

national framework conditions and the

mutual examination of related institutions

can improve the understanding of these
systemic differences.4

In economic jargon, the idea of 'frame¬
work conditions' for industry can be
labelled 'post-Chandlerian', since their
point of reference is the work of Alfred

Chandler of Harvard University, who
revealed the shaping of factors of
competitiveness by firms themselves.
According to Chandler, such capacity
for 'internalisation' characterised the

modern industrial revolution between the

mid-nineteenth and mid-twentieth cen¬

turies.5 The researches of Ken'ichi Imai

of Hitsotubashi University and David
Teece of the University of California at
Berkeley have provided new develop¬
ments to this approach, and have applied
them to inter-firm co-operation in more
complex modern economies. In their
theories, direct co-operation between

2. Makuto Sumita, Globalisation of the Semi¬

conductor Industry, OECD Publications, Paris, forth¬
coming 1994.

3. See also pp. 35-38.

4. See Scott H. Jacobs, 'Why Governments Must Work
Together', The OECD Observer, No. 186, February/
March 1994.

5. The Visible Hand: Managerial Revolution in American
Business, Harvard University Press, Cambridge (Mass.),
1977.

6. Ken'ich Imai, 'Interpénétration of Organization and
Market: Japan's Firm and Market in Comparison with
the U.S' International Journal of Industrial Organization,
December 1984; David Teece, 'Transaction Cost

Economics and the Multinational Enterprise: An As¬
sessment', Journal of Economic Behaviour and Or¬

ganization, March 1986.

firms reverts to internally co-ordinated
firm action for the creation of competitive
advantage.6 Douglass North, a co-win¬
ner of the Nobel Prize in Economics

in 1 993, went further in the identification

of parameters underlying firms' competi-

Figure

DIRECT GOVERNMENT SUPPORT TO

INDUSTRY IN 22 OECD COUNTRIES

net cost to government in $ billions
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60 60

40 40
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Export Labour/Training SMEs

HHJ Investment Regional R&D

Crisis Aid ^M Sectoral

Source: OECD

18 The OECD OBSERVER No. 187 April/May1994



INDUSTRY

The first members of the National Academy of Sciences, Washington, 1925. The energy and initiative
of entrepreneurs can take as a starting point the knowledge generated in a country's specialised
institutions.

tive investment, and has located them

in more structural political, legal and
institutional environments. In this re¬

spect, North's work can be seen as a
prototype of the post-Chandlerian per¬
spective.7

Public policies are not the only factors
shaping these framework conditions.
Consequently, the new policy paradigm
of 'Framework Conditions for Industry'
now being developed goes beyond
traditional instruments and encom¬

passes a wider and more subtle set of
actions, adjustments and innovations in
a broader set of policy areas. This
evolution is visible in the general de¬
crease and structural change of tradi¬
tional policy actions in OECD countries
(Figure).8

This passage from subsidies and tariffs
to institutional adjustments as the main
focus of policy reflects the essence of
the evolution in the approach of gov¬
ernment to industry. Rather than trying
to remedy the perceived shortcomings
in the behaviour of the market ('market
German business gains a large measure of its

competitive advantage from high-quality technical

training.

failures') by altering the signals from
domestic markets (product prices via
tariffs, and capital costs via subsidies),
policies shift to initiatives aimed at
strengthening the capacity of national
enterprises and agents to react to these
signals - without altering the signals
themselves and maintaining them at
world prices. Institutions in various areas -
science and technology, education and
training, management styles and pat¬
terns of organisation, corporate law,
finance, and so on - can be seen as

'routines' (instruments) available to agents
in choosing their technologies, profess¬
ional skills, contract forms, financing
programmes, and the like. In other words,
the focus shifts from altering behavioural
incentives to strengthening behavioural
capabilities.

The competitive economies of the
global marketplace are likely to be those
offering economic agents the most
complete and effective environment and
institutions for the building of capability
and competitive advantage. These
environments will not only stimulate
investment, innovation, competitiveness
and growth in existing enterprises, but
will also attract new investment, con-

7. Institutions, Institutional Change and Economic
Performance, Cambridge University Press, Cambridge,
1990.

8 Industrial Support Policies in OECD Countries,
1986-1989, available free of charge from the OECD
Directorate for Science, Technology and Industry; see
also Rauf Gônenç, 'From Subsidies to Structural
Adjustment', The OECD Observer, No. 166, October/
November 1990.

tribute to the creation of new markets

and new jobs, and therefore to the wider
deployment of capital. Policies to support
industry should be expected to become
policies to identify, build and adjust the
critical institutions of national industrial

environments.
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A Turning-point
for Southern Africa

Stéphanie Baile and Horst Breier

The march towards democracy and the market economy seems to be underway in Southern
Africa. What reforms does this change require of the countries of the region? And what

does it mean for donor countries?1

Southern Africa2 is now in the

midst of profound change. Most
countries in the region are

involved in the historic and encouraging
movement towards democracy, peace
and market-oriented economies. These

far-reaching changes - including the
emergence of a post-apartheid South
Africa, restoration of peace in Mozam¬
bique, the recent independence of

Horst Breier is Head of Division, and Stéphanie Baile
a development policy analyst, in the Economics and
Environment Division of the OECD Development
Co-operation Directorate.

Namibia and the political and economic
transition in Zambia and Zimbabwe -

have helped remove major obstacles to

1 . This article reflects the discussions on 'Development
Challenges and the Role of Aid in Southern Africa'
which, at the invitation of the Chairman of the OECD

Development Assistance Committee (DAC), took place
between African experts from the region and repre¬
sentatives of OECD countries in Windhoek, Namibia,

on 7-8 September 1993, and the subsequent DAC
meeting in Paris in December 1993.

2. Southern Africa, as defined here, comprises the
members of the Southern African Development
Community (SADC): Angola, Botswana, Lesotho,
Malawi, Mozambique, Namibia, Swaziland, Tanzania,
Zambia and Zimbabwe, and the Republic of South
Africa.

development. But the devastating civil
conflict in Angola, the huge scale of war
damage resulting from almost two
decades of civil war in Mozambique and
the déstabilisation policy of South Africa,
the legacy of apartheid and the existence
of striking economic and social inequali¬
ties are factors which will continue to

impede development for some time to
come.

In addition, the countries of Southern
Africa face the same crisis as most of

the rest of Sub-Saharan Africa. In the

1980s they experienced a decade of

ZAMBIA

Former British colony
(Northern Rhodesia).
Independence in 1 964.

First multi-party elections
held in October 1991.

TANZANIA

Former British colony (as
Tanganyika and Zanzibar).
Independence in 1961.
One-party state.

ANGOLA

Former Portuguese colony.
Independence in 1975.
Multi-party elections in 1992
followed by the resumption of
civil war which started at

independence.

NAMIBIA

Formerly a South African
protectorate. Independence in
1 990 under a United Nations

mandate. Multi-party
democracy.

BOTSWANA

Former British protectorate
(as Bechuanaland).
Multi-party democracy
since independence in 1 966

MALAWI

Former British colony.
Independence in 1964.
First democratic referendum

held in June 1993; it rejected
the one-party rule then in force.

MOZAMBIQUE

Former Portuguese colony.
Independence in 1975,
after which it became

a Marxist-Leninist one-party
state. The 1 7-year civil conflict
ended with the Rome peace
agreement in October 1 992.
Elections have been

postponed until October 1994.

ZIMBABWE

As Rhodesia, former British

colony.
Independence in 1980.
Decided against one-party
state in 1993.

SWAZILAND

Former British protectorate.
Independence in 1968.

SOUTH AFRICA

First multiracial

elections on

27 April 1994.

LESOTHO

Former British protectorate.
Independence in 1966.
Military regime until the first
free elections in 1 993.
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economic stagnation and declining living
standards, inadequate social services,
in particular for education and health,
shortage of managerial skills, weak
institutions, low volumes of investment,

heavy burdens of debt, deteriorating
terms of trade for raw materials,

under-used industrial capacity, high
population growth, massive unemploy¬
ment, growing urbanisation,3 and the
rapid spread of AIDS.4

But the countries of Southern Africa

also have considerable human and

economic potential which has so far
remained largely unexploited. The region
is endowed with an abundance of natural

resources in the form of rich mineral

deposits, oil reserves, vast agricultural
land and hydropower. It has a relatively
good infrastructure compared to the rest
of Africa, a history of labour mobility,
an established regional organisation, the
Southern African Development Commu¬
nity (SADC), and a decade of positive,
practical experience of working together
on development problems.

Democracy
and Growth

For the first time since independence,
several countries of the region have held
multi-party elections or referenda:
Namibia (1989), Zambia (1991), Angola
(1992) and Malawi (1993). A process
of political liberalisation is also underway
in other countries: the movement to¬

wards a non-racial, democratic regime
in South Africa seems to have reached

a point of no return, although the risks
of escalating violence persist; Zimbabwe
has decided against a one-party state; a
new multi-party constitution was adopted
in Mozambique; Tanzania is considering
the introduction of a multi-party system;
and Lesotho's military regime has lifted
the ban on political parties. Botswana
has had a long-standing democracy.

OECD countries have played a central
role in encouraging and fostering these

3. Nicole Massignon, 'The Urban Explosion in the Third
World', The OECD Observer, No. 1 82, June/July 1 993.

4. Carl Wahren, 'Can AIDS be Contained?', The OECD
Observer, No. 154, October/November 1988.

moves towards democracy and
market-oriented economic policies. They
have supported the organisation of
elections and the establishment of

institutions through funding and technical
advice. But démocratisation goes far
beyond the essential formal elements
of a democracy - elections, multi-party
systems and institutions -which are not
sufficient to guarantee broad-based
participatory democracy. Démocratisa¬
tion implies the empowerment of the
broad majority of people who have been
left out of economic and social devel¬

opment and decision-making. It is a
long-term and continued process built
on the development of strong civil
societies. It will require efforts to alleviate
poverty, redress inequalities in income
and gender and facilitate access of the
broad majority to basic social services,
particularly education, health and family
planning.

The pre-conditions both for a strong
and dynamic economy and for demo¬
cracy are in many ways quite similar:
predictability and rule of law, freedom
of speech and association, recognised
property rights, market access, respect
for human rights, access to independent
and professional media, and transparent
and accountable institutions. Further¬

more, a dynamic and thriving private

sector will strengthen the foundations
of both democracy and economic de¬
velopment. Millions of entrepreneurs and
others with a stake in the economy are
likely to act as independent and critical
citizens and to contribute decisively to
the supervision and safeguarding of
democracy.

In the long run African countries will
have to choose their own models of

democracy. These models have to be
consistent with their traditions in the

same way that western countries have
adopted a variety of democratic regimes.

The transition to democracy in coun¬
tries which have been submitted to

one-party rule for long periods of time
requires profound political, social and
cultural change. A broad restructuring
of perceptions of the role of governments
and individuals in society is necessary.
This transformation will require individu¬
als, entrepreneurs, trade unions, and
private-sector bodies to realise that they
have a key role to play in the process
of development. It will also require
governments to change from exercising
control to creating an enabling environ¬
ment and to be responsive to the
demands of the civil society.

Achieving peace and security in the
region, dealing with refugees, the de¬
mobilisation of soldiers and large-scale
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Table 1

SOCIAL INDICATORS IN SOUTHERN AFRICA

Population

million

Average

annual

population

growth

rate

%

Fertility

rate

(births

per

woman)

number

Life

expectancy

at birth

years

Urban population Adult literacy

rate

(as % of age 1 5 +)

Population with access to Under live

mortality

rate

(per 1 ,000

live births)

Daily

calories

supply

(as % of

require¬

ments)

as % of

total

population

Average

annual

growth

rate

%

Female Male

Health

services

%

Safe

water

%

Sani¬

tation

%

mid-1991 1980/91 1991 1991 1991 1980/91 1990 1990 1987/88 1988/90 1 988/90 1990 1988/90

Angola 9.5 46 29 56 24 38 22 292 80

Botswana 1.3 3.5 4.8 68 29 1.0 65 84 86 56 38 85 97

Lesotho 1.8 2.8 5.1 56 21 7.0 80 46 22 129 93

Malawi 8.8 3.3 7.6 45 12 6.0 80 53 253 88

Mozambique 16.1 2.6 6.5 47 28 10.1 21 45 30 22 19 297 77

Namibia 1.5 3.1 5.7 58 28 5.1 167

South Africa 38.9 2.5 4.1 63 60 3.8 88 128

Swaziland 0.8 57 55 30 32 167 105

Tanzania 25.2 3.0 6.3 51 34 10.1 93 52 77 170 95

Zambia 8.3 3.6 6.5 49 51 6.0 65 81 75 59 55 122 87

Zimbabwe 10.1 3.4 4.7 60 28 5.8 60 74 71 36 42 87 94

.. not available

Source: World Bank, Unilec Nations

migration are among the pre-conditions
for economic development and demo¬
cracy. Massive poverty, social ex¬
clusion, violence, rising drug-trafficking
and -abuse, substantial uncontrolled

arms sales and the emergence of
mafia-like organisations are potential
threats to democracy. With the end of
apartheid and restoration of peace, there
will be a possibility of reducing military
expenditure, which increased steeply in
the 1 980s. This could become the peace
dividend to be allocated to development
purposes. But demobilisation, and the

partial conversion of the military-industrial
complex in South Africa, will be delicate
tasks and will require innovative ap¬
proaches as they involve social costs
and may contribute to unemployment
and new political conflicts.

Regional
Co-operation

There is a strong consensus in Southern
Africa that regional co-operation is a
powerful means to promote economic
development, political stability and
security. But moves towards increased
economic co-operation and integration
in Southern Africa will have to take into

account the diversity and disparities
among its economies with respect to

Figure 1

NET ODA DISBURSEMENTS TO SADC COUNTRIES BY INDIVIDUAL DAC MEMBERS,
1982 AND 1992

S millions

200 100 0 100 200 300 400 500

European Commur

Germany

United Kingdom

Italy

Japan*

200 300 400 500

1. Estimates for 1992.

Source: OECD
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Table 2

ECONOMIC INDICATORS IN SOUTHERN AFRICA

GDP

uss

million

GDP per capita % of total

government expedit j re

Average

annual

rate of

inflation

%

Current account

balance

OECD imports

of

manufactured

goods

million

US$

Terms

of trade

(1987=100)

uss

Average

annual

change

%

Defence Education Health

after

official

transfers

million

US$

belore

official

transfers

miliion

US$

1991 1991 1980/91 1991 1991 1991 1980/91 1991 1991 1991 1991

Angola

Botswana 3,644 2,530 5.6 13.3 20.5 5.1 13.2 47 -251

Lesotho 578 580 -0.5 6.5 21.9 11.5 13.6 63 -443

Malawi 1,986 230 0.1 5.4 8.8 7.4 14.9 -184 -244 18 87

Mozambique 1,219 80 -1.1 37.6 -245 -783 10

Namibia 1,961 1,460 -1.2 6.5 22.2 9.7 12.6 82 -257

South Africa 91,167 2,560 0.7 14.4 2,664 2,696 2,989 86

Swaziland 1,050 3.1 10.3

Tanzania 2,223 100 -0.8 25.7 -284 -832 48 84

Zambia 3,831 1 -487 40 116

Zimbabwe 5,543 650 -0.2 16.5 23.4 7.6 12.5 -552 -693 261 101

.. not available

Source: World Bank

size, extent of development, resource
endowment and capacities. The differ¬
ences in income across the region are
considerable. In four countries (South
Africa, Botswana, Namibia and

Swaziland) GNP per capita exceeds
$1,000, although the region also hosts
the two poorest countries in the world:
Mozambique and Tanzania.

Intra-regional trade within the SADC
countries has remained low, at around

4% of total trade, whereas 40% of total
SADC trade is with South Africa.

Unrecorded trade with neighbouring
countries, which includes consumer

goods, electrical goods, fuel, motor
vehicles, arms and drugs, is also believed
to be substantial.

Foreign direct investment (FDI) into
Southern Africa, while doing marginally
better than the rest of Africa, fell in the

1980s, and accounted for only 1% of
all the FDI that flowed to the developing
world. The only countries receiving FDI
in 1990 were Botswana, Lesotho and

Swaziland, primarily because of their
more stable political and economic
climates. The only cross-border invest¬
ments in Southern Africa have been from

South Africa.

Labour migration has contributed
significantly to the political economy of

Figure 2

ODA PER CAPITA FOR SADC COUNTRIES,
1982 AND 1992

$
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0 20 40 60 80 100 120

n.a. not available.

Source: OECD

the region. It has been a major source
of employment for workers in Botswana,
Lesotho, Malawi, Mozambique,
Swaziland and Zimbabwe, employed in
South Africa. Remittances sent home

by expatriate workers have been a
significant contribution to the foreign
exchange earnings of the supplier
countries. The number of foreign migrant
workers increased steadily, out of which
about 80% were employed in the mines.
But since then there has been a con¬

tinuous reduction, partly as a result of
new technologies, a drop in gold prices,
and political pressure for recruiting among
the vast numbers of unemployed South
Africans.

These patterns clearly show that
Southern Africa is already a regional
entity with well-established ties among
its peoples. Through past co-operation
in a number of areas, particularly trans¬
port, water and energy, Southern African
countries have started to capitalise on
their interdependence and have devel¬
oped a vision of the mutual benefits of
closer co-operation, particularly through
the SADC. The agenda ahead is much
broader and will require countries in the
region to take a wider political and
economic perspective, engage in stra¬
tegic regional policy thinking, and in-
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crease coherence in decision-making.
The success of efforts by the states

of the region to co-operate in the future
depends to a large extent on the
readiness of South Africa to recognise
the long-term importance of building a
strong regional dimension into its political
and economic orientations. Increased

economic interaction in the region will
naturally increase the stakes for South
Africa in maintaining harmonious devel¬
opments both within and beyond its
boundaries.

There are a number of

development challenges
which have to be addressed

from a regional perspective:
strengthening of re¬

gional markets and transport
linkages are essential forthe
trade and development pro¬
spects of all the countries
in the region

South Africa faces a major
economic restructuring to
move resources out of in¬

efficient, highly protected
sectors into sectors with a

dynamic competitive future;
trade- and employment-
creating approach to regional
economic co-operation is
therefore critical, implying a
lowering of tariffs and other
trade barriers th roughout the
region

creating conditions to attract invest¬
ment to the region would help reverse
the important capital flight whose
magnitude in South Africa alone is
estimated to equal the total annual aid
flows going to the region

the intra-regional brain drain to South
Africa, at the expense of the less
developed countries in the region, in part
resulting from the failures of apartheid
and the Bantu system of education, is
becoming a growing concern

in addition to legal migration of trained
professionals and of mine workers,
clandestine migration to South Africa is
growing at a much higher rate and
currently involves some 2.5 million citi¬
zens of the region; it is an economic

and social phenomenon which also
requires to be addressed from a broader
regional perspective and through bal¬
anced development in the region.

Some analysts think that a regional
perspective, at the moment, has not yet
really emerged in South Africa. Doubts
exist as to how much attention regional
issues will receive in the new South

African government, which will have to
attend to a confusing array of problems,
both domestic and international. Expect-

Table 3

TOTAL EXTERNAL DEBT RATIOS, 1980 AND 1991

Total external

debt

as a % of

GNP

Debt service

as % of

exports

Concessional

debt

as % of total

external debt

Multilateral debt

as % of total

external debt

1980 | 1991 1980 j 1991 1980 | 1991 1980 1991

Angola

Botswana 14.8 15.7 1.9 3.4 46.6 40.3 63.3 71.4

Lesotho 11.2 39.5 1.5 4.6 61.0 77.0 55.3 72.9

Malawi 71.1 78.5 27.7 25.0 33.8 76.8 26.7 71.5

Mozambique 0.0 426.0 0.0 10.6 0.0 59.7 0.0 12.0

Namibia

Swaziland

Tanzania 48.3 250.8 19.6 24.6 55.3 60.0 21.4 30.5

Zambia 90.7 25.3 50.3 25.4 35.9 12.2 20.9

Zimbabwe 14.9 57.0 3.8 27.2 2.3 29.1 0.4 21.2

.. not available

Source: World Bank

ations of the role of South Africa in the

region may be exaggerated. In particular,
assumptions about the willingness of the
private sector to invest in the region may
be unrealistic, considering the low volume
of investment in South Africa itself. On

the other hand, there is no way for South
Africa to solve many of its internal
problems without taking into account the
regional dimension - for instance, in
migrant labour or electricity and water
supplies.

The SADC has taken the decision that

after the elections, South Africa, which

is currently represented by observers
from the African National Congress
(ANC) and the PAC (Pan African Con¬
gress), would be invited to join as a
member, and that future co-operation

would be based on three principles:
equity, balance and mutual benefit. It
remains to be seen what South Africa's

answer will be.

What, and How Much,
Assistance?

Official Development Assistance (ODA)
to Southern Africa, strongly motivated
by the anti-apartheid stance of the SADC
countries, has been very substantial

during the last decade,
amounting to some $6 bil¬
lion in 1992. The end of

apartheid will certainly lead
to a review of priorities and
particularly in view of the
requirements of the black
majority in South Africa.

To respond to the
changes taking place in
the region and the emer¬
ging new aid priorities,
donors are looking for new
ways of 'doing business'.
Putting the emphasis on
the pivotal role of the
private sector in develop¬
ment and the emergence
of a strong civil society
argues against an in¬
crease in government-
to-government aid. Par¬
ticularly in South Africa,

government-to-government aid will have
to be sensitive to the special nature of
a public sector that will have no choice
but to keep on its payroll each and every
civil servant employed under the apart¬
heid regime, with a majority of them
trained to administer the system that has
been rejected.

Experience suggests that targeted
interventions in support of the poor can
often be more effectively handled by
non-governmental organisations (NGOs)
and indigenous self-help groups. Chan¬
nelling a larger proportion of ODA
through NGOs could therefore facilitate
the empowerment of the poorest com¬
munities, contribute to the reduction of

wide disparities in income and to the
development of a strong civil society.
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As well as indispensible formal elements, such as
requires the empowerment of the broad majority of

and social development.

Donors could build on their experience
in dealing directly with South African
NGOs which, by necessity, has devel¬
oped outside government channels.

Technical co-operation has consti¬
tuted a high proportion of the assistance
given to Southern African countries, but
there is growing concern that much of
the traditional technical assistance has

failed to result in building sustainable
national capacity, in the form both of
institutions and the development of
human resources. The costs of technical

assistants, too, are often disproportion¬
ate compared to the value of the projects
they are assigned to supervise.

More attention by OECD countries
to pursuing coherent policies is also
essential to help Southern Africa meet
its development challenges. The region
has developed a strong dependence on
official aid flows to meet its basic

foreign-exchange and investment re¬
quirements: ODA represents 6% of
measured GNP for Zimbabwe, 14% for

Zambia, 40% for Tanzania and 98% for
Mozambique. It is noteworthy that SADC
projects in the transport, communica¬
tions, energy and water sectors have
been funded almost entirely by external
donors. Aid efforts to help the region
improve its self-reliance may be under-

free elections (photograph, p. 21), démocratisation also

the population who have been left out of economic

mined by divergent or insufficient actions
in other policy areas.

For instance, the present provisions
for debt relief would require further
strengthening to restore the solvency of
the most severely indebted countries in
the region. In countries like Zimbabwe,
Tanzania and Malawi, total debt service

represents some 25% of their export
earnings and reaches 50% in the case
of Zambia. A definitive resolution of

external-debt problems would, if backed
by commitment to sound policies, con¬
tribute not only to freeing financial
resources for investment in education,

health or infrastructure, but also to
release scarce administrative and

managerial staff for improved economic
management.

Donors also have to consider the

adverse effects of aid tied to procurement
in OECD countries which reduces

opportunities for local entrepreneurs to
benefit from contracts and market outlets

generated by aid-financed projects. Sub¬
sidised export credits and the tying of
aid can also undermine intra-regional
trade and efforts to strengthen regional
co-operation.

Calls for major reductions in military
expenditure to free resources for devel¬
opment will not be credible if they are

contradicted by export promotion of
military equipment from OECD coun¬
tries, as is currently the case.

Finally, Southern African countries,
strongly encouraged by OECD donors,
are liberalising their foreign trade re¬
gimes and opening up their economies.
They have to be confident of access
to OECD and world markets if their

export-oriented strategies are to be
successful. Agricultural subsidies in
OECD countries also influence the pattern
of production and trade in Southern
Africa, and it is important that these
distortions and their costs be recognised
and diminished. The recent completion
of the Uruguay Round of the GATT will
provide new perspectives for the South¬
ern African economies at a particularly
critical moment.

In view of the competition for scarce
volume of aid, DAC donors will take into
account the effectiveness with which aid

is used and the quality of governance
and the policy environment provided by
the recipient government. It is clearly
also of central importance that, assisted
by South Africa's economic potential, the
region emerges as a centre for devel¬
opment with an investment climate which
attracts a strong inflow of private finance,
including foreign investment.
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The Energy-Efficient
City

Ariel Alexandre and Nicola De Michelis

Cities both reflect and shape
social, economic, political
and technological forces,

all of which are changing fasterthan
ever. The era of rapid urban growth
in OECD countries may be coming
to an end, since people no longer
base their choice of where to settle

solely on economic criteria; more
and more, they will take into account
environmental considerations as

well. A poor environment, unaccept¬
able volumes of noise, and polluted
air and water may well reduce the
attractiveness and efficiency of cities.
Global environmental concerns, too,
call for action by cities to improve
the environment and reduce con¬

sumption of natural resources.

From a strictly ecological point
of view, cities still depend on the
non-urban world to continue grow¬
ing, even to stay alive. Cities import
food, energy and other resources
from both surrounding and, increas¬
ingly, remote areas. And because
many cities are located along seas
or rivers, global climate change may
affect them directly. But urban
activities also increase the risk of

climate change. A strategic
local and global perspective
should therefore underpin
urban policies, both centrally
and locally, in order to
maintain or improve the
quality of life for all urban
citizens, to avoid transfer of
risks and environmental

damage to other areas.
Nearly 70% of the popu¬

lation in OECD countries

lives in urban areas. Cities

in the OECD still account for

the lion's share of total energy
consumption, and although
OECD countries have become

Heat and electricity can be co-generated by burning domestic
rubbish.

Energy use is mostly concentrated
within cities. So local action to increase

energy-efficiency and foster the introduction
of clean alternative energy sources

is essential, both to avoid long-term risks
of global climate change and to improve

the quality of life locally.
That requires co-operation across

different strata of government,
as well as the awareness and participation

of the population.1

more

energy-efficient during the past 20 years,
these gains have been out-stripped by
a growth in demand. City-planners and
policy-makers make decisions over land

Ariel Alexandre is Head of the Urban Affairs Division

of the OECD Environment Directorate where Nicola
De Michelis also works.

development with energy-related impli¬
cations such as viability of district heating
schemes and transport-intensive pat¬
terns, and in many cities energy utilities
are owned by the municipality.

The challenge of global warming has
put strategic planning, energy systems
analysis, cost-efficiency and other

< energy-related topics on the agen-
^ das of most OECD governments.
I But it is regionally and locally that
"- the first commitments to curb or

reduce carbon dioxide emissions

are fulfilled (as in Toronto, Freiburg,
Zurich and Bologna, to mention only
a few places), and urban energy
management is now recognised as
a central factor in promoting and
implementing the policies of
long-term efficient energy use re¬
quired to mitigate global environ¬
mental problems.

Looking ahead, one can expect
regional and local energy-use to
gain even more importance, not only
in industrialised countries but all

over the world. The reasons are

many:

in OECD countries, commercial/

industrial activities and transport are
concentrated in urban agglom¬
erations

the structural trend towards serv¬

ice-oriented economies in the

OECD countries, while curbing
energy-intensive manufacturing
activities, will increase the amount

of energy required for office build¬
ings, smaller high-tech firms
and the communications in¬

dustry (including 'cultural'
services and recreation busi¬

ness), for which urban at¬
tributes, such as immediate

access to airports, financial
centres and customers, are
crucial

trade arrangements within
Europe and North America
will reduce the importance of
national borders in compe¬
tition, so that urban areas -
and not countries - will

compete to offer the most
attractive conditions of economic devel¬

opment

the restructuring of the economies of
central and eastern Europe will be
accompanied by the reconstruction of
centres of population to provide more

1 Good Practice in Urban Energy Management,
OECD Publications, Paris, forthcoming 1994.

26
The OECD OBSERVER No. 187 April/May1994



ENERGY

favorable conditions for foreign invest¬
ment and increase job opportunities in
their growing service sectors

the urbanisation of developing coun¬
tries is likely to continue, thereby pushing
up energy demand.2

Innovative

Approaches
'Clean' technologies are already

available and some of them could be

quickly adopted: technologies to improve
energy efficiency, the widespread intro¬
duction of renewable energy sources,
combined production of electricity and
heating, and district heating networks.
Local authorities often launch, together
with municipally owned utilities, innova¬
tive programmes that test the responses
to information and awareness cam¬

paigns, business agreements, financial
incentives or rebates, and demonstration

grants. But aside from valuable ex¬
periences in demonstrating new techno¬
logies locally and the role local authori¬
ties play in offering these 'pioneering
markets' for renewable energy systems,
urban energy activities also offer some
insights to the problem of implementa¬
tion. Not only do price signals determine
the choice between supply- and
demand-side options, but significant
non-market barriers - in terms of social

equity, regulations, and administrative
procedures - also exist that must be
overcome.

It is true that the traditional consid¬

erations of cost often form an obstacle

that distorts the 'level playing field',
because the environmental costs asso¬

ciated with energy provision are pract¬
ically never included in decisions on
pricing. On the other hand, the benefits
to society from low-polluting energy
options are not part of cost evaluations
and cost-benefit analyses. The imple¬
mentation of environmentally favorable
energy options and renewable techno¬
logies in particular, could be facilitated
if these 'hidden' costs were taken into

account: in Norrkôping, in Sweden, for
example, the municipality began to
study the economic feasibility of biomass

use in a co-

generation plant after fossil fuels
taxes and emission fees had been

introduced.

But energy policies guided by market
prices alone may take a long time to
show their effectiveness (as with, say,
solar technologies or photovoltaic cells),
be insufficient to protect the environment
effectively and have adverse social
effects on some consumer groups that
have little or no possibility of reacting
to changed circumstances - and who
are thus unlikely to meet the high initial
costs of installing double-glazing, in¬
sulation, energy-efficient light-bulbs, and
so on. Adverse distributional effects of

monetary measures should be recog¬
nised3 - for example, dwellings can be
renovated and insulated with govern¬
ment support, sometimes leading to the
expulsion of low-income renters. So,
too, should the problem of any
energy-conservation strategy that aims
to reach all target groups, since public
information and financial schemes

are often directed at well-educated,

middle-class home-owners. Yet in many
countries the bulk of the energy con¬
servation potential in the housing sector
lies in multi-family apartment houses.
This is a well-known barrier that policies
aimed at improving energy efficiency
must face. It seems, therefore, that an

economically efficient and socially
acceptable energy conservation strategy
calls for a policy mix combining various
sector- and target-group measures.
Such a strategy will require:

better integration of global and local
strategic elements as well as systematic
participation locally in the implementa¬
tion of central programmes

a specific package with communica¬
tive, financial and regulatory instruments

the integration of environmental object¬
ives with social and economic goals

the implementation of demonstration
and pilot projects

the analysis and identification of
necessary and supporting state instru

ments and programmes such as taxes,
subsidies, building codes and efficiency
standards.

Many of these measures require
decentralised action. The move toward

an energy-efficient society therefore
means a partial 'shifting-down' of respon¬
sibilities and power to local government,
where the potential for a more efficient
use of energy, for the use of renewable
sources, exists and can be exploited.
Moreover, most renewable energy
sources are, by definition, site-specific.
The local dimension of renewable

energies favours solutions independent
of the national network, thus enhancing
the adaptability of the local system in
responding to unpredictable growth or
changes in the demand for power.

The Importance
of Energy-planning

Yet when dealing with translocal
problems like acid rain and global
warming, local strategies should also
reflect global impacts associated with
the life-cycle of each energy source.
Detailed local and regional energy-
planning should be recognised as being
as potentially important as national and
international energy-saving policies.
Decision-makers should integrate
energy planning with town-planning,
environment goal-setting, employment
policies and so on, involving all tiers
of government.

In 1992 the city of Newcastle-upon-
Tyne in the United Kingdom published
its energy strategy4 which aimed to give
an overall perspective on how energy
is used in the city, what effects this
consumption has on the environment,
and what strategies should be adopted
for the future. For example, without new
technological advances but by applying
policies driven by a serious commitment,

2. Nicole Massignon, 'The Urban Explosion in the Third
World', The OECD Observer, No. 1 82, June/July 1 993.

3. David Harrison, 'Who Wins and Who Loses Irom
Economic Instruments?', The OECD Observer,

No. 180, February/March 1993.

4. Energy and the Urban Environment - Strategy for
a Major Urban Centre, Newcastle-upon-Tyne City
Council, May 1992.
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it is estimated that carbon

dioxide (C02) emission
could be reduced by 45%,
carbon monoxide (CO)
by 82%, sulphur dioxide
(S02) by 89% and oxides
of nitrogen (NO») by 76%
by the year 2010.

The city of Schiedam
in the Netherlands began
to incorporate environ¬
mental and energy con¬
siderations into its

policy-making process 1 5
years ago. For example,
policy-makers favour
solar energy when devel¬
oping new areas, which
has resulted in a reduction, with no

additional cost, of the fuel requirements
for home-heating by about 75% com¬
pared to the national average.

In addition to these direct activities,
there are more indirect, non-technical

elements that are part of urban
energy-management. In view of the
monopolistic structure of the electricity
sector in most countries, urban energy
management could also aim at support¬
ing private enterprises in their bids to
compete in the energy business. Local
authorities could be the first to develop
non-utility generation in their own build¬
ings (in Denmark, for example, there are
small-scale power plants based on
renewable energy and owned by private
groups or local community associations),
or to run joint projects with independent
power producers, and offer municipal
buildings as possible customers of co-
generated heat delivered from non-utility
generators.

Exemplary practices adopted by local
governments can set the lead in urban
energy-management. The city of Palo
Alto in the United States offers rebates

for reductions, during peak times, of
electricity use in new commercial build¬
ings below that required by California

5. From Energy Conservation Strategies to a Sustain¬
able Energy Economy, Energy Company. Amsterdam,
March 1989.

6. Environmental Practice in Local Government, Local
Government Management Board, Luton, 1992.

Many groups have to be convinced of the importance of energy-efficiency:
architects, town-planners, developers, renovators....

building code standards, for lower
demand for electrical lighting and for
alternative cooling technologies. To
qualify forthese rebates, all projects must
be for new, non-residential construction

and must reduce demand compared to
a system that conforms to building
standards during the peak period of
demand.

In 1 983, the city of Amsterdam launched
a programme for the insulation of 45,000
houses (about 10% of the total stock).
The result was that average energy
demand per dwelling dropped by 34%
in the first two years.5

In the United Kingdom, the city of
Leicester aims to reduce the C02

emissions of municipal buildings by 50%
of the 1989 volume by the year 2020.
To meet this goal, it has allocated £2.7
million a year for controlling lighting and
heating systems, improving thermal in¬
sulation, introducing low-energy lamps
and training municipal employees.6

Similar efforts to co-ordinate and

encourage energy efficiency can be
made for developers of urban housing
or reconstruction projects, where the
assistance of local authorities in working
with utilities and on licensing procedures
and financial arrangements are often
crucial, especially when larger projects
for co-generation and district heating
schemes are under consideration.

Architects and urban designers should
also be involved in these efforts and,

mm w

city-dwellers.

| through a variety of means,
3 people buying and renting

properties could be made
to be more demanding
about energy-efficiency.

Since energy is a sub¬
stantial component of most
economic and social

activities, it should be¬

come a real 'entry point'
for local authorities into

the traditional areas of

urban management: nui¬
sance (pollution, noise,
and so on), industrial de¬
velopment, land-use plan¬
ning, transport and waste
management. Forthetime

being, this move largely depends on the
willingness and initiative of local gov¬
ernments, but it also presupposes a
strengthening in several directions.

Involving
Local Authorities

First, without the consistent support
of national governments local action will
not be sufficient. Governments could

supervise the design of local energy-
conservation programmes and co¬
ordinate their application throughout
the country. Most of all, national authori¬
ties should provide cities with motivations
and arguments for their local energy
programmes - through, for example,
financial schemes and regulatory frame¬
works.

Second, the oil shocks of the 1970s

highlighted the drawbacks of energy
policies which concentrate on the supply
side. The possibility of bringing down
energy demand emerged as an important
means of reducing tension on the world
energy market and the energy expenses
of national governments, particularly for
those which import most of their energy
requirements.

Third, some environmental problems
require continental or even global so¬
lutions. But the political support for these
far-reaching decisions has to originate
in everyday life. The participation and
support of local communities are vital

28 The OECD OBSERVER No. 187 April/May1994



ENERGY

Near-by sources

of independence

in achieving environmen¬
tal and energy objectives.
Furthermore, the creation

by the municipality of a
local energy information
system should be consid¬
ered a precondition for
any far-reaching local
energy policy, from
low-energy demonstration
houses (such as in Leices¬
ter, Saarbrucken and

Freiburg) to incentive
schemes for public build¬
ings (schools, hospitals)
to tenant-initiated pro¬
grammes for energy ef¬
ficiency in housing and
advice on energy-saving
measures. One example
from the Netherlands is the 'E-Team',

a group of people trained as consultants
to help low-income households by putting
into effect energy-saving measures
(double-glazing, energy-efficient light¬
ing, and so on).

Fourth, important financial constraints
must be overcome. One such constraint

is the 'payback gap' - the vast delay
between long- and short-term returns on
energy investments. Most electricity-
users demand a return on investment

of six months to two years. In sharp
contrast, typical returns on investment
by utilities take 14 years or longer. To
overcome this drawback, two ap¬
proaches appear to suggest them¬
selves. The first is the upgrading of local
financial capacity - for example, by
returning part of the resources tied to
energy activities back to municipalities.
The principle of responsibility - who
enjoys the goods should also pay for
the bads - is easier to grasp when energy
savings are enjoyed where they are
produced. The second approach is the
establishment of specific funding mechan¬
isms (to encourage energy conservation
schemes, for example).

Methods of financing utilities are
evolving, too. Some have found effective
ways to shift to 'full financing', whereby
the utility saves in the long run by picking
up the full cost of certain energy-efficient

of renewable energy allow local authorities the possibility
from the national grid.

improvements. Pacific Gas & Electric
in the United States, for instance, in¬
sulates the homes of low-income house¬

holds, and Southern California Edison

has given away more than 400,000
compact low-consuming fluorescent
lamps to low-income households.
Targeted rebates are now routinely
offered for home insulation and efficient

appliances, and some utilities offer
customer rebates for beating energy
standards by a certain margin by scrap¬
ping old appliances, buying energy-
efficient light bulbs and appliances, and
so on.

Lastly, cities are frequently unable to
undertake entrepreneurial activities, a
constraint reinforced by their having to
deal most of the time with a single
distributor of gas and electricity that
enjoys a monopoly. Clearly, there is no
incentive for cities to exploit local energy
resources until this obstacle is overcome.

A shift toward a more decentralised

energy system, supported by laws that
favour the participation of local commu¬
nities, would overcome this problem.

Energy consciousness will be incor¬
porated into urban activities more by
modest, day-to-day efforts than grand
national schemes. Technologies do exist,
but the willingness to use them is open

| to improvement. It is here
| that local authorities have
I a role to play. A more
" active and systemic
| approach is required:
3 energy and environment¬

al considerations should

be included at the begin¬
ning of the decision¬
making process. Social,
economic and institutional

networks - community
and business associa¬

tions, city networks, in¬
ternational groupings, and
so on - should be used

to disseminate new ideas.

And new forms of local

co-operation between
public authorities, the

private sector and local citizens should
be developed.
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Electricity:
East Meets West?

Philip Swanson

The collapse of the
Communist regimes

in eastern Europe
has provided an opportunity
for connecting the two major

electricity grids of western
and eastern Europe. What

are the advantages and
disadvantages of this

interconnection T

On 1 1 October 1 992, the electrical

systems of Poland, Hungary
and what was the Czech and

Slovak Federal Republic formed
'Centre!', an association aimed at con¬

necting the electricity grids of its mem¬
bers with the UCPTE2 grid of continental
western Europe. On the following day,
Centrel and members of the joint working
group on east-west interconnections
formed by the UCPTE and the Inter¬
national Union of Producers and Dis¬

tributors of Electrical Energy (UNIPEDE)
agreed on the requirements Centrel
countries would have to meet to join
the UCPTE grid. The Centrel countries,
which are the the former east-bloc

members considered closest to meet¬

ing UCPTE standards, have declared
their intention to interconnect with the

UCPTE, as a group, at some time
between 1995 and 1998. Such a link

would connect power-supply systems
from the Portuguese coast to the borders
of the former USSR, and perhaps
ultimately to its eastern frontiers. What
are the elements involved?

The UCPTE groups all the electrical
systems of continental western Europe,
plus parts of the former Yugoslavia. The
Unified Power System (UPS) comprises
the interconnected grids of central and
eastern Europe (including the four in the
new Centrel association), and most of
the 1 1 grids of the former Soviet Union.3

Although both the UCPTE and the UPS
operate at the same frequency (50 Hz),
they are not synchronous. That is, they

Philip Swanson works in the Office of Non-Member
Countries of the International Energy Agency at the
OECD.

do not time the waves of their alternating
current (AC) to hit their peaks and valleys
in unison. Moreover, frequency in the
UPS is allowed to vary more than is
technically acceptable in the UCPTE
(that is, the height of the peaks and the
depth of the valleys in the UPS are less
consistent) . These and other differences
have meant that alternating current (AC)
cannot regularly flow between the two
grids and that UPS/UCPTE electricity
trade either is limited to rare AC cross-

border 'pocket' and 'island' operations
or passes through the few so-called
'back-to-back' direct current (DC) con¬
verter stations.

Pocket operations involve power plants
(or consumers) isolating themselves
from their own grid and plugging into
(or becoming a 'pocket' of) a neighbour¬
ing grid. With a cross-border 'island'
operation, the disconnected plants or
consumers plug into a similarly discon¬
nected section of the neighbouring grid.
In a DC back-to-back operation, alter¬
nating current from one system must
be converted first into direct current, then

back into alternating current in order to
match the frequency and phase of the
receiving system. The amount of elec¬
tricity that may be transferred via 'island'

and 'pocket' transfers is limited. In
addition, building converter stations is
expensive. For these and other reasons,
expanding East-West trade under a
synchronous regime is likely to be more
efficient than it would be using present
practices.

Synchronous interconnection of the
two major systems is indeed possible:
since the early 1960s, UNIPEDE has
stated that there are no technical limits

to the size of a synchronous system,
but only organisational ones, whence
the belief that if the UCPTE is to be

enlarged it should be done gradually,
to give the system time to adjust.

That Hungary, Poland, the Czech
Republic and the Slovak Republic - and,
more recently, other UPS countries -
have expressed the desire to join the

1. Electricity in European Economies in Transition,
IEA/OECD Publications, Paris, forthcoming 1994.

2. The Union for the Co-ordination of Production and

Transmission of Electricity (UCPTE) countries are
Austria, Belgium, Germany, France, Greece, Italy,
Luxembourg, Netherlands, Portugal, Spain, Switzerland
and most of the former Yugoslavia.

3. The Unified Power System (UPS) countries are the
Czech Republic, the Slovak Republic, Poland, Hungary,
Bulgaria, Romania, Armenia, Azerbaijan, Belarus,
Estonia, Georgia, Kazakhstan, Kyrgyzstan, Latvia,
Lithuania, Moldova, Russia, Tajikistan, Turkmenistan,
Ukraine, Uzbekistan. (Much of central Asia is no longer
interconnected with the UPS.)
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UCPTE system is a clear indication that
they believe they stand to gain from the
interconnection. Indeed, there would be

several advantages forthe former eastern
bloc, some of which would also apply
to the present UCPTE members. The
electricity supply in countries that inter¬
connect synchronously with the UCPTE
grid would become more reliable; and
by using the most efficient plants in the
interconnected area first, primary fuel
requirements, environmental impact and
costs per kilowatt-hour (kWh) might be
reduced.

Both eastern and western countries

could benefit from the increasing number
of time zones and resulting different
periods of peak consumption. Similarly,
they could put the different climatic
conditions to more efficient use: coun¬

tries with large hydro capacities could
more easily export excess electricity in
the summer, and import it from those
with large thermal capacities during the
winter.

These and other advantages are
already found within the UPS and
UCPTE systems, and to some extent
between them via isolated AC and DC

back-to-back links. But developing
synchronous AC operations between the
two would make East-West exchanges
easier and more efficient, thereby ex¬
tending the scope of such advantages.

Mutual assistance in the event of

emergencies, such as when a major
generator or line goes down, is another
classic benefit of the synchronous in¬
terconnection of grids. But new UCPTE
members must be brought up to certain
technical and operational standards to
ensure they have an adequate first line
of defence and do not act as a drag
on the rest of the system. At present
in the UPS, emergencies are sometimes
handled by simply cutting off or 'shed¬
ding' the affected area from the grid.
In the UCPTE, more lines and a variety
of control methods are required so that
utilities may correct problems without
resorting to uncontracted loss of power
to customers.

These different approaches present
some of the main obstacles to the

immediate synchronous link-up of UPS
countries with the UCPTE. Another

problem (though largely being over¬
come) is the inability of Centrel countries
to fine-tune their frequency independ¬
ently of Moscow: although Centrel
systems by and large match UCPTE
standards in responding to general
fluctuations in supply and demand, some
do not yet possess the technical ca¬
pability to fine-tune the overall frequency
of their systems. Although there is a
regional UPS dispatch centre for central
and eastern Europe (Interconnected
Power Systems/Central Dispatch Office,
Prague), the Centrel countries still rely
on the main UPS Dispatch Office in
Moscow to help fine-tune the frequency
for the entire eastern system. This is
done chiefly by regulating water flow
through large Russian hydro-electric
plants on the River Volga.

Of course, the necessary upgrades
to meet UCPTE standards in these and

other areas will require investments.
UPS members must compare the costs
and benefits of such expenditures to
those of improving links within the UPS
that might make their present intercon¬
nected system more efficient.

Synchronisation with UCPTE will
require Centrel to sever its AC links with
the rest of the UPS system, at which
point Centrel-UPS trade would have to
be conducted by isolated AC operations
or new (and expensive) DC links on
Centrel's eastern borders. (There is talk
of moving the existing DC back-to-back
stations east, but financing for this move
remains uncertain.)

So far the Centrel countries appear
to be of the opinion that the benefits
of synchronisation with the UCPTE
would outweigh the costs and are moving
ahead with the necessary preparations
for the transfer.

Initial analysis of the results of tests
carried out by Centrel countries to
measure the progress made in meeting
UCPTE standards showed significant
advances over just a few years ago.
(The most recent test, in September
1 993, involved disconnecting the Centrel
grid from the rest of the UPS and

operating it for two days as an autono¬
mous system.)

Tests have also been carried out by
Russia and the German utility
PreussenElektra, simulating synchroni¬
sation in order to monitor UPS ability
to match UCPTE frequency. Future tests
are currently under discussion.

A second phase of UCPTE expansion
may involve Romania and Bulgaria.
These two countries have expressed
interest in Centrel membership; but the
present Centrel members feel that
expanding the organisation may delay
its interconnection with the UCPTE.

Nevertheless, some UCPTE countries

believe that the early integration of
Romania and Bulgaria would be a way
of reinstating ties with Greece, a UCPTE
member that has been isolated from the

rest of the grid because of the conflict
in the former Yugoslavia.

Reduced Trade

within the UPS

As recently as 1991, Ukraine was a
substantial exporter of electricity to
central and eastern Europe, but now
uncertainties about the future of nuclear

power and about Russian fuel deliveries
to Ukrainian power plants (and to those
of other traditional exporters within the
UPS system) have affected exports.
Even more importantly, the recession
has reduced the demand for electricity
imports throughout the region, and trade
has fallen sharply in the UPS area. But,
because of trends toward self-sufficiency,
UPS members may not be taking
advantage of all the trade opportunities
now available within the UPS system.

Given the reduced demand for imports
in the region, many traditional exporters
within the UPS (Poland, the Czech
Republic, Ukraine and Russia, for in¬
stance) have been looking with interest
at the western electricity market: increas¬

ing hard-currency electricity exports to
the West are even seen as one way
to finance upgrades to the eastern
systems. Russia, the UPS member with
the largest electricity export capacity,
could transmit approximately 2,000 MVA

Continued on p. 45
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The Greening of Trade
With the successful

conclusion of the Uruguay
Round of multilateral GATT

trade negotiations, attention
is turning to the new trade
issues on the agenda. One

of the most prominent is the
interaction of trade

and the environment.1

It is increasingly recognised that
international trade may have an
impact on the environment, either

beneficial or adverse, and that realisation

is feeding into politics and policy. The
United States, Canada and Mexico, for

example, reviewed the ecological impli¬
cations of the North American Free Trade

Agreement (NAFTA) before signing it
in 1993. An environmental review was

also undertaken parallel to the comple¬
tion of the European Single Market in
1992. An analytical framework for such
environmental reviews is required so that
countries can adapt them to their own
requirements and to different types of
trade policies and agreements.

Trade is not the root cause of environ¬

mental problems, which can be ascribed
to market and policy failures. Market
failures occur when markets do not

reflect environmental values - as, for

example, when polluters fail to pay for
the costs of cleaning up their pollution,
breaching the 'Polluter Pays' Principle
adopted by the OECD in 1972; or when
natural resources are over-exploited
because of the absence of property
rights. Without property rights, natural
resources may be depleted beyond
renewable stocks - as has happened
with some high-seas fisheries.2 This kind
of inefficiency partly results from diffi¬
culties in putting monetary values on
clean environments and a sound base

of natural resources.

Government can create or exacerbate

marketfailures. The primary policy failure
is usually a lack of good environmental
policies for curtailing pollution and
regulating the use of resources. Trade
policies, too, can constitute such inter¬
vention failures. Subsidies and trade

barriers can worsen market inefficiencies

by distorting trade flows and resource
allocation. A major accomplishment of

Candice Stevens works on trade and environment

issues in the OECD Environment Directorate.

Candice Stevens

the Uruguay Round is reducing agricult¬
ural subsidies which have contributed

to intensive land-use and over-con¬

sumption of agricultural chemicals.
The primary contribution of trade lib¬

eralisation to the environment could be

in correcting the government intervent¬
ions which lead to both trade and

ecological distortions. But in the absence
of environmental policies, trade-related
economic growth can encourage pollu¬
tion and faster consumption of re¬
sources. Although the environmental
effects of trade are complicated, they
can be broken down into four types:
scale, product, structural and regulatory
effects.

Questions

of Scale

Free - or at least freer -trade expands
the scale of economic activity and
speeds up market growth. More growth
and development can provide additional
financial resources for environmental

protection. Growth helps raise incomes

1The Environmental Effects of Trade, OECD

Publications, Paris, forthcoming 1994.

2. Carl-Christian Schmidt, 'The Net Effects of

Over-fishing', The OECD Observer, No. 184, October/
November 1993.

3. Brendan Gillespie and Anthony Zamparutti, 'A Frame¬
work for the Environment in Eastern Europe', The OECD
Observer, No. 185, December 1993/January 1994.

and expectations so there is more
interest in ecological improvements.
Experience, both from the Communist
bloc and in the developing world, shows
that environmental concerns are difficult

to address in slow-growth or depressed
economies.3

But the trade-driven growth which
occurs when there are market and

intervention failures may have adverse
'scale effects' when pollution and re¬
source use is increased beyond sus¬
tainable limits. Environmentalists are

concerned about the environmental

degradation and swift depletion of scarce
natural resources which may occur when
appropriate environmental policies are
missing. Excessive deforestation is one
example. Pollution from transport is
another. Poor air- and water-quality and
noise may be exacerbated by higher
volumes of cross-border transport that
liberalised trade could bring. Reviews
of trade agreements would help identify
any such potential effects so that cor¬
rective measures could be put in place
before implementation.

Trade

in Products

Attention must also be given to the
effect of trade liberalisation on commerce

in specific products which might enhance
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PROMOTING

ENVIRONMENTAL EXPORTS

The export of environmental technologies can
yield trade benefits to exporting countries
and environmental benefits to the importing
countries.' OECD governments are therefore
increasing efforts to encourage the export
of environmental technologies and services.
They are organising awareness programmes,

advisory services and trade fairs to alert
exporters and importers to trade opportunities
in environmental technologies, ranging from
recyclable containers to cleaner methods of
coal combustion. Many countries are ear¬
marking a specific part of their export
promotion budgets for goods and services
which are beneficial for the environment. The

Canadian government gives support to a
major bi-annual trade fair on business and
the environment. The United States govern¬
ment has a promotion group devoted to
expanding US exports of environmental
technologies. They recognise that this is a
rapidly growing global market opportunity.

At the same time, some OECD govern¬
ments are starting to conduct environmental
reviews of their export activities, including
their export-credit programmes. To date, the
environmental component of officially-
supported export credits - the financing used
to promote or facilitate exports - has not
been an issue in trade policy. But there is

a growing interest in determining the amount
of funding devoted to environmental tech¬
nologies, as well as to the environmental
content or impact of the goods and projects
which are being funded. A few governments
are targeting a percentage of export credits
for transferring environmental technologies
to developing countries.

1. Export Promotion and Environmental
Technologies, OECD Publications, Paris,
forthcoming 1994.

or harm the environment. Freer trade

will facilitate the international diffusion

of environmental goods and services
themselves, chief among which is
equipment for water-treatment, waste-
management and maintaining air quality.
The OECD environment industry is
estimated to have an annual market

potential of $200 billion worldwide and
is growing at a rate of 5.5% per year."
OECD gov-ernments are now expanding
efforts to promote exports of these
environmental technologies and prod¬
ucts. Trade also fosters further trade in

environmentally
sound inputs to
production, such as
low-sulphur in place
of high-sulphur coal.

But it can also be

the vehicle for the

exchange of prod¬
ucts that may harm
eco-systems. There
is trade in hazardous

wastes,5 dangerous
chemicals and endangered species. In
some cases, demand from overseas is

the primary cause of over-exploitation
of such threatened species as rare
parrots and animal products like elephant
ivory. This kind of trade is governed by
controls that are largely in place in the
OECD area. Freer trade overall should

not mean higher volumes of trade in
environmentally damaging goods.

Secondary
Structural Effects

Trade influences the international struct¬

ure of production and consumption, with
indirect effects on the environment. The

structural effects on the environment are

the most difficult to identify and grasp.
Liberalisation increases the efficiency of
international markets and allows re¬

sources to be allocated to the productive
activities of least cost and highest return.
It allows countries with different re¬

sources and advantages to overcome
constraints on growth that result from
their own limited capabilities and to
pursue their comparative advantage.
International trade in its ideal form -

where the prices of traded goods reflect
their environmental costs and benefits -

would be one of the best avenues for

furthering sustainable development
across the globe.

But in the absence of the ideal, the

benefits of trade liberalisation may not
be equally allocated among countries.

4. Candice Stevens, 'The Environment Industry', The
OECD Observer, No. 177, August/September 1992.

5. Harvey Yakowitz, 'What Trade in Recoverable
Wastes?', The OECD Observer, No. 180, February/
March 1993.

Canada, Mexico and the United States examined the environmental impact

of NAPTA before signing it.

This shortcoming occurs because
environmental assets are not always
accurately valued, their worth is not
usually taken into account in prices and
markets, and their use is sometimes

distorted by government intervention.
Because of these failures, trade can

locate production and consumption in
geographic areas unsuited to the activity
involved. Polluting industries may hide
behind tariff walls; and overspecialisa-
tion in commodities for export may lead
to soil and resource depletion.

Trade liberalisation can have different

costs for different countries, sectors and
environments. To the extent that it

removes subsidies and reduces trade

barriers that contribute to environmental

harm, liberalisation leads to advanta¬

geous structural effects. Overall, more
economically efficient and environment¬
ally sound global patterns of production
should result from the type of trade
reforms initiated in the Uruguay Round.
But these reforms are not total and, in

specific cases, they can work against
the environment. Anticipating and safe¬
guarding against the adverse effects of
trade liberalisation is part of the current
analytical work of the OECD, which is
developing a framework for analysing
the structural effects of trade liberalisa¬

tion and applying it to different economic
sectors, not least manufacturing and
mining.

Environmental

Regulations
Lastly, trade liberalisation can affect

environmental policies and standards,
both beneficially and adversely. Harmo-
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The environment industries of the

OECD countries have a potential
global market of some $200 billion a

year.

nisation of environmental policies to
facilitate trade can have implications for
national environment-related product
standards, subsidies, fiscal measures

and restrictions on imports and exports.
Environmentalists are concerned that

trade rules which may be challenged
as non-tariff barriers to trade may weaken
the ability of governments to maintain
high national environmental standards.
Guidelines on what constitutes an

exception to trade rules may determine
the tools available to address trans-

boundary and global environmental
problems.

Trade liberalisation can either weaken

or strengthen national commitments
under international environmental agree¬
ments; the NAFTA contains a clause

upholding the trade provisions in the
major environmental agreements6 in the
event of a dispute between governments.
Advantageous effects on regulation can
be assured if care is taken in trade

agreements not to undermine the ability
of governments to pursue appropriate

6. That is, the Convention on International Trade in

Endangered Species (CITES), the Montreal Protocol
on Substances that Deplete the Ozone Layer, and
the Basel Convention on Transboundary Movements
of Hazardous Wastes.

and effective envi¬

ronmental policies.

The contribution of

trade to environment¬

al improvement and/
or degradation is not
easy to discern and
is usually related to
manyothervariables.
The direct environ¬

mental effects of

trade may be limited
to certain specific
cases, such as trade

in harmful products,
and the transport of
goods itself causes
pollution. The indi¬
rect, structural effects

of trade may have
more significance for

the environment, but are difficult to

identify, and they will generally have to
be assessed on a case-by-case basis.

Toxic wastes, dangerous chemicals - trade in
substances that can damage the ecosystem
should be subject to strict surveillance.

Understanding the environmental effects
of trade will come with the development
of the methodologies for reviewing trade
agreements, and with experience in
conducting these reviews. Environment¬
al and trade policy-making have to be
better integrated at all tiers of govern¬
ment. It is only through a reciprocal effort
to understand the effects of one type
of policy on the other, and to appreciate
fully each other's objectives and values,
that trade and environment conflicts may
be prevented.
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Trade policy covers all instru¬
ments that encourage or restrict
imports or exports. Traditionally,

more attention has been given to those
that restrict imports because they have
been more widespread. But the scope
of trade policy has been expanding as
GATT rounds have reduced the import¬
ance of border restrictions and as the

rising volume of direct and portfolio
investment has increased the links

between national economies.

With this expansion, the precepts of
'traditional' trade policy have also come

Phedon Nicolaides is Minister Plenipotentiary at the
Ministry of Foreign Affairs, Nicosia, Cyprus, and was
a consultant to the OECD Trade Directorate.

into question. Both the analysis and
implementation of trade policy (and other
policies, such as those for the support
of industry2 and R&D) have been based
on the assumption thatthe national origin
of a product or a firm can be accurately
identified. The rise of the global com¬
pany, with factories and operations in
many parts of the world, has revealed
how incomplete is the understanding of
the economic importance of many exist¬
ing conventions on the measurement of
investment and other related items in

national balance-of-payments accounts.
It has also become evident that standard

definitions of the national origin of
products and firms has to be recon-

Trade is often described

as the engine of economic
growth. Firms in open
economies have to be

efficient and innovative

if they want to remain
competitive in international
markets. Since that raises

economic efficiency, there
is no substantive difference

between trade policies
that stimulate trade and

competition policies that
safeguard competition.
Yet the two categories
of policy can each frustrate
the objectives of the other.
How can the conflict

between them be resolved?1

sidered and the multiple linkages be¬
tween the economies of different coun¬

tries have to be mapped out in more
detail.3

While traditional trade policy considers
how governments should remove dis¬
tortions, 'strategic' trade theory seeks
to identify the circumstances underwhich
a government can cause distortions to
the advantage of its country by deliberate
co-operation with firms. Aside from all
other criticisms, the implementation of
strategic trade policies faces the same
fundamental objection that discourages
nations from using tariffs and/or sub¬
sidies to manipulate their terms of trade:
it invites retaliation by other countries
trying to follow a similar policy.

Competition in the real world can only
approximate to the theoretical bench¬
mark of 'perfect competition' in which

1. Trade and Competition Policies: Objectives and
Methods, OECD Publications, Paris, forthcoming 1 994.

2. See pp. 16-19.

3. Candice Stevens, 'Industrial Internationalisation and
Trade Friction', The OECD Observer, No. 173,

December 1991/January 1992.
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the activity of any single firm has no
influence on prices. In practice, com¬
petition policies do not aim to analyse
the effects of every possible market
structure; rather, they seek to develop
rules that lead to a process of competition
that is both achievable and which im¬

proves economic performance.
One fundamental difficulty facing

competition authorities is how to distin¬

guish between healthy competition and
efforts by firms to destroy the competitive
process. Dealing with this problem
requires attention to be given both to
corporate behaviour and to market struct¬

ure. A good example can be found in
pricing. Vigorous price rivalry and,
concomitantly, substantial changes in
producers' market shares often occur
in highly competitive industries - with,
say, automobiles and computers. But
in some cases firms might lower prices
in order to drive some or all of their

rivals out of business, then raise prices
more than enough to recover profits
earlier forgone.

In seeking to determine whether such
'predatory pricing' is occurring, compe¬
tition authorities usually investigate
whether a strategy of this kind could
succeed.4 That depends on the degree
to which the market is 'contestable' -

that is, the ease with which new firms

could enter the industry, undercut an
incumbent's high prices, and later exit
if prices were sharply reduced. Similarly,
in the case of 'vertical restraints' (agree¬
ments between producers and distribu¬
tors), competition authorities analyse the
possible effects rather than simply
applying blanket prohibitions. Once again,
the potential effects will in part depend
on aspects of market structure, such as

the degree of contestability in distribution
and the number and relative size of rival

producers.

The implementation of competition
policy requires judgement on a number
of trade-offs that could improve eco¬
nomic efficiency. In some situations
efficiency is raised by encouraging rivalry
among firms, while in others fewer firms
may be tolerated when there are pro¬
nounced gains from economies of scale.

The more open markets are to inter¬
national trade, the less likely they are
to pose problems for competition. Freer
trade effectively means an expansion
of the market, an increased number of

actual and potential rivals, each vying
for the patronage of the consumer.

All of the OECD countries have

elaborate rules on competition and a
related well-developed system of
jurisprudence. These rules have several
common characteristics. They are
embedded in legal frameworks the
primary provisions of which refer to
concerted practices between firms and

attempts by individual firms to gain
monopoly positions. In general, the most
commonly found features in national
competition policies are prohibitions of
outright price-fixing, of market-sharing
agreements and of anti-competitive
conduct by dominant firms. And the most
divergence is to be found in the number
and nature of exclusions and exemptions
as well as the degree of administrative
or political discretion. But the last decade

has seen considerable policy conver¬
gence, in part because of the broader
shift towards more market-oriented

policies, in part prompted by the increas¬
ing openness of national economies.
That convergence is evident both in the
breaking-up of national monopolies and

in the relaxation of restrictions on co¬

operative ventures and mergers in the
face of global competition.

Friction

between Policy Goals
Although trade and competition poli¬

cies share the same general objective,
even in theory there are two major
differences in their orientation. First,
broader economic objectives are more
prevalent in trade theory. As a result,
competition policy in practice gives more
weight to consideration of the consumer
while trade policy gives more weight to
producer interests. Second, trade policy
has a much more prominent countervail¬
ing role in balancing the policies of other
countries. For example, trade restrictions
can be used as bargaining chips to
extract concessions from other countries

or to punish them for not honouring their
international obligations.

Why does trade policy seem to pursue
more diverse objectives than competition

policy? A principal explanation is that
interventionist/protectionist measures are
a politically convenient way of assisting
domestic groups. Although such meas-

4. Bernard J. Phillips, 'Who Gains from Predatory
Pricing?', The OECD Observer, No. 158, June/July
1989.
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ures are generally not the most efficient
method of intervention, they shift the
burden of adjustment to foreigners while
the costs to the domestic economy are
diffused, rarely visible and do not show
up in the public budget. Special-interest
lobbies are more effective where there

are no binding international disciplines;
hence the preference for 'voluntary'
export restraints; conversely, an argu¬
ment in favour of multilateral rules is

that they protect governments from
domestic lobbying. In addition, trade
measures are occasionally used as an
instrument of foreign policy because they
have a direct (but - ultimately - not
necessarily effective) impact on other
countries. So trade measures are more

convenient and expedient than compe¬
tition measures for achieving certain
non-economic objectives.

Governments resortto trade measures

for the simple reason that perfectly free
trade does not exist. There are no

multilateral rules that guarantee com¬
plete freedom of trade. As a result, new
restrictions have often emerged to replace
those eliminated by earlier international
negotiations. Moreover, countries occa¬
sionally attempt to use their size to help
their own firms gain market share - even
at the expense of efficiency - because
they expect benefits from higher export
revenues. But countries also believe that

they have to act unilaterally to offset
the adverse effects of other countries'

barriers or to force their removal. Trade

policy therefore has a broader agenda
than competition policy because com¬
mercial transactions in the real world

are not carried out between countries

of equal power, because the rights of
small countries are not effectively safe¬
guarded, and because it is also con¬
cerned with the impact of foreign re¬
strictions on the competitiveness of
domestic firms. In a nutshell, then, there

is pressure on trade policy to assume
these extra roles because the world

economy is not completely integrated,
either economically or institutionally.

But that says nothing about why trade
authorities frequently resortto measures
which have anti-competitive effects. In

theory, and underspecificcircumstances,
some measures may offer the optimum
policy for individual governments even
if they are anti-competitive. It could be
argued that, for example, the 'optimum'
response to a dominant foreign firm is
to establish a rival domestic firm. But

in practice it is doubtful that prevailing
measures that distort competition are

designed to raise the social welfare of
a country or to maximise, as far as is
possible, the sum of producers' and
consumers' surplus. Such measures are
more likely to be adopted because of
concerted pressure from producers than
to be the outcome of a calculated move

to increase social welfare. Their effects

on competition are ignored because
trade policy is concerned, by and large,
with the state of national firms rather

than with the state of markets.

Further Sources

of Conflict

The social, political and other
non-competition objectives of competi¬
tion policy are to be found not in what
it does but in what it does not do.

Regulated industries (utilities, for ex¬
ample), transport, financial and profess¬
ional services are often exempted from
the discipline of competition policy, as
are the trade arrangements of govern¬
ments. When national rules differ in their

scope and the exemptions they grant,
trade, investment and other cross-border
transactions cause commercial friction.

The existence of state-owned firms with

special tax privileges, for instance, may
make it difficult for private firms from
other countries to compete on an equal
footing. Again, different countries have
rules which vary in the extent to which
they allow management to resist unwel¬
come take-overs and which may there¬
fore have a bearing on the direction and
volume of cross-border investment.

This sort of example is usually cited
by trade officials when they explain their
concerns about market access. Cross-

border transactions (including direct
investment) may be more costly or
difficult than they wruld otherwise be

even when no statutory restrictions exist
against foreign firms or products and
no private obstacles to market entry that
contravenes competition policy. That is
why trade officials make a distinction
between market access and market

entry.
When market access is problematic,

commercial friction is also caused by
demands by industry for government
action to protect it from what is per¬
ceived - or claimed - to be unfair com¬

petition. When protection is not legally
possible (or not provided by domestic
law or international treaties), the only
option open to the petitioned government
may be to put pressure on the foreign
government to change its policies.

Further friction is also caused by the
fact that competition authorities take into
account the impact of foreign competition
on the home market without necessarily
considering the repercussions of their
own decisions on foreign markets. In
practice, these external effects are
manifest in three ways: export or import
cartels may be exempted from the normal
disciplines on horizontal agreements,
other anti-competitive horizontal arrange¬
ments affecting other markets may be
ignored or fall outside the scope of
competition policy, and domestic firms
may not be allowed to co-operate when
attempting to respond to foreign firms
that operate from a market with sub¬
stantial barriers to entry.

Private practices and border barriers
to trade are not the only distortions to
competition. Domestic policies that
discriminate in favour of national firms

also distort competition, if not within
countries then at least between coun¬

tries. Here again there is a policy
fragmentation of a different sort. Sub¬
stantial segments of regulated industries
and many forms of state aids fall outside
the purview of competition policy.

The range of views expressed during
the negotiations of the Uruguay Round
of the GATT on issues such as subsidies

and technical barriers and the complexity
of recent EC measures for opening-up
regulated industries are indicative of the
difficulty of removing distortions to trade
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TRADE

and competition when industries are
dominated by a few firms, when some
of these firms are state-owned or

state-controlled, when market entry and
market conduct are regulated and when
some national firms receive extensive

public support. Ultimately, elimination of
distortions to trade and competition
requires:

removal of all barriers to trade

reduction of the pro-producer bias by
auditing the economy-wide impact of
trade action5

enforcement of compatible competition
rules whose scope and exemptions
should be fairly similar

the disciplining of domestic policies for
industry, technology, technical stand¬
ards and of government behaviour (rules
on public procurement, for example)

establishment of procedures for
regulating the granting of derogations
from the normal rules of competition
whenever the economic conditions of

a country require it.

In the absence of a global competition
authority, the effort to remove impedi¬
ments to trade should be accompanied
by the establishment of a consultation
and conciliation mechanism to smooth

out differences between conflicting
interpretations of competition rules.
Progress in international consultation
and co-operation in competition and
trade has already been made among
OECD countries. Since there are no

binding multilateral rules on competition,
this mechanism could initially serve only
as a forum for more systematic and
organised discussion of disputes and
understanding of national differences. If
it is to produce binding results, it will
have gradually to be based on common
rules.

Steps
towards Concord

There are three kinds of action that

can remove the conflicting effects of
trade and competition policies. Concept¬
ually (but not necessarily politically), the
easiest remedial action is to reform

existing trade regulations so that their

anti-competitive effects are minimised.
One way to that end is to convert exist¬
ing restrictions to tariffs. An integral part
of trade reform should be a commitment

not to resort to trade-management
measures (even of the 'voluntary' sort).
Another means is to institutionalise

regular audits of the effect of trade

measures on the economy as a whole.
Reform of trade measures should be

accompanied by a repeal of the exempt¬
ions for export and import cartels from
competition statutes and adjustment of
other related provisions.

The second kind of action is consid¬

erably more difficult. It would require the
elimination of remaining trade barriers
of the non-tariff sort, the establishment

of binding disciplines on domestic policies
that distort trade (for instance, subsidies,
preferential public procurement, insist¬
ence on incompatible technical stand¬
ards) and the consistent enforcement
of competition rulesagainst collusion and
monopolistic behaviour - and that

enforcement should be as transparent
as possible and outside the influence

of political concerns of the day.
The third and most difficult kind of

action would tackle structural/systemic
differences and conflicting interpreta¬
tions of competition rules, which could
distort trade and investment. Examples
of structural/systemic differences are the
divergent national rules and policies on
corporate mergers and take-overs, state
ownership of industry, legal monopolies
and regulated industries. Examples of
conflicting interpretation and application
of competition rules are to be found in
the exemptions granted to co-operating
firms, reviews of cross-border mergers
and the treatment given to claimed
efficiencies in cases of collusive or

monopolising behaviour that restrains
international trade. Since there is little

consensus in these important areas,
international harmonisation will be very
difficult to achieve. So this third kind

of action should probably begin with a
gradual process of convergence (say,

5. This is the main proposal of Trade Policies lor a
Better Future (the Leutwiler Report) GATT Secretariat,
Geneva, 1985.

similar interpretation and application) on
key provisions (on, for example, collusive
practices) coupled with multilateral
consultation and co-operation and then
evolve into the adoption of common rules
and the establishment of a binding
mechanism for settling disputes.

Trade theory indicates - and exper¬
ience of trade liberalisation confirms -

that ultimately the complete removal of
distortions to trade can be achieved only
through multilateral co-operation. Any
kind of international agreement creates
rights, obligations and expectations,
about potential benefits, costs and the
behaviour of partners. Since expecta¬
tions are never identical, disagreements
about the interpretation of the rules are
bound to arise. The purpose of a
dispute-settlement mechanism is first

and foremost to resolve conflicting
interpretations and build confidence in
the system. And a system that cannot
resolve its internal disputes will not only
leave possibly distortionary practices
unchecked - it will also in the end lead

its members to think of it as an irrel¬

evance.
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Environmental and energy security concerns are
putting electric utilitiesand industry under increasing
pressure, as demands to produce electricity safely
and cleanly combine with concerns about energy
security and cost. This volume of proceedings
shows that these problems can be alleviated by
new technologies spanning a wide range of
activities from electricity generation and storage,
power transmission and distribution, to electronic
controls for industrial equipment and consumer
appliances or sophisticated emerging techno¬
logies such as superconductivity, solid-state power
electronics, and advanced telecommunication and

information networks. Technology progress can
be accelerated by appropriate policy measures,
utility management strategy and inter-utility inform¬
ation exchange and international information.
(61 94 05 1) ISBN 92-64-14073-5, 800pp.
France: FF440

Other countries: FF550 US$95 DM170

TECHNOLOGY RESPONSES

TO GLOBAL ENVIRONMENTAL

CHALLENGES

Conference Proceedings
February 1994
A key element of any response strategy intended
to reduce and control greenhouse gas emissions is
the availability of innovative and advanced energy
technology. This volume of proceedings shows
that sustained efforts must be undertaken by
governments and the private sector to achieve a
range of technological breakthroughs in the next
several decades. The papers presented provide a
comprehensive overview of the status and
prospects of innovative technologies and R&D
programmes in the various technology sectors.
(61 94 04 1) ISBN 92-64-14072-7, 900pp.
France: FF490

Other countries: FF600 US$100 DM180

THE HISTORY OF THE IEA

Volume I

February 1 994
Twenty years ago the oil embargo and four-fold
increase in the price of oil brought the world's first
'oil shock' with striking political, economic and
social consequences. The urgent callfor oil security
management and energy policy co-operation led
to the creation of the International Energy Agency
in 1974.

Since then, the IEA has become the principal
institutional vehicle of the industrial countries for

co-operation on energy policy. During its first 20
years the Agency progressed through an
establishment phase to become a mature institu¬
tion responding broadly and successfully to
changes in the international energy scene.

Volume I of The History of the IEA traces the
origins of the Agency during the first oil shock
through the establishment period and paints its
institutional portrait. Volume II will carry the story
forward, examining the challenges the IEA has
faced, its policies and achievements.
(61 94 02 1) ISBN 92-64-1 4059-X, 400pp.
France: FF280

Other countries: FF350 US$60 DM105
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ENERGY PRICES AND TAXES:

THIRD QUARTER 1993*

January 1994
(62 94 01 1) ISBN 92-64-14051-4, 408pp.
France: FF230

Other countries: FF300 US$50 DM90
ISSN 0256-2332

France: FF860

Other countries: FF950 US$175 DM318

* Also available on diskette and magnetic tape

QUARTERLY OIL STATISTICS

AND ENERGY BALANCES

THIRD QUARTER 1993*

January 1 994
Contains quarterly statistics on oil and gas supply
as well as energy balances for the OECD countries.
The oil and gas statistics cover production, trade,
refinery intake and output, stock changes and
consumption for crude oil, NGL, and nine oil product
groups as well as natural gas. Import and export
data are reported by source and destination. The
energy balances show primary energy
requirements by type of fuel. Data are shown by
country, and are also aggregated by region.
(60 93 04 3), 352pp.; bilingual
France: FF230

Other countries: FF300 US$50 DM90
ISSN 0378-6536

Subscription price:
France: FF860

Other countries: FF950 US$175 DM318

* Also available on diskette and magnetic tape

Environment

THE DISTRIBUTIVE EFFECTS

OF ECONOMIC INSTRUMENTS

FOR ENVIRONMENTAL POLICY

January 1994
See David Harrison, 'Who Wins and Who Loses
from Economic Instruments?', The OECD Ob¬
server, No. 180, February/March 1993.
(97 94 03 3) ISBN 92-64-04026-9, 160pp.
France: FF110

Other countries: FF1 40 US$24 DM43

AQUATIC BIOTECHNOLOGY

AND FOOD SAFETY

January 1994
This publication presents the scientific papers
given at the symposium on Aquatic Biotechnology

and Food Safety held in Bergen, Norway, in June
1 992 which sought to identify food safety implica¬
tions that might be unique to modern aquatic
biotechnology. In addition, the discussion points
and conclusions of the meeting of the OECD's
Working Group on Food Safety and Biotechnology
that followed the symposium are included here.
This publication therefore will be of special interest
to those involved in carrying out safety evaluations
of new foods or food components derived by
means of modern biotechnology.
(97 94 05 1) ISBN 92-64-14063-8, 100pp.
France: FF80

Other countries: FF1 00 US$18 DM30

ENVIRONMENT AND TAXATION

The Cases of the Netherlands, Sweden
and the United States

January 1994
See Jean-Philippe Barde and Jeffrey Owens, 'The
Greening of Taxation', The OECD Observer,
No. 182, June/July 1993.
(97 94 01 1) ISBN 92-64-14061-1, 144pp.
France: FF90

Other countries: FF120 US$20 DM35

MINING AND NON-FERROUS METALS

POLICIES OF OECD COUNTRIES

January 1994
This comprehensive OECD report examines the
main policies affecting the non-ferrous minerals
and metals industry in 1 5 OECD countries and the
European Community. These non-ferrous minerals
and metals include aluminium, copper, nickel,
lead, zinc and tin. It examines differences among
countries and changes applied in a wide range of
national policies affecting exploration, mining and
metals production, as well as taxation, environment,
stockpile, research and development, trade policies
and recycling. Valuable statistics on production,
employment, capacity, trade and import tariffs
applied by most OECD countries are also provided.
(22 94 01 1) ISBN 92-64-14057-3, 322pp.
France: FF260

Other countries: FF325 US$55 DM98

Financial, Fiscal
and Enterprise Affairs

COMPETITION POLICY

AND VERTICAL RESTRAINTS

Franchising Agreements
January 1994
This report on franchised distribution systems
deepens understanding of how agreements
between producers and their distributors affect
competition. It describes the process by which the
contractual provisions often used in these
agreements can either increase or decrease
economic efficiency. The legal framework
governing such agreements in OECD countries is
carefully examined, and the report concludes with
a practical framework for analysing the competitive
effects of specific retail franchising agreements.
(24 93 05 1) ISBN 92-64-14053-0, 236pp.
France: FF190

Other countries: FF250 US$42 DM78

INSURANCE STATISTICS YEARBOOK*

1984-1991

February 1994
This annual publication gathers major official
insurance statistics for the 24 OECD countries. It

provides not only information on the various activi¬
ties of the insurance industry but on trends in the
international insurance market as well. The data

are standardised as far as possible and broken
down under numerous sub-headings. In addition,
a series of indicators facilitates a better

understanding of the characteristics of the national
markets.

(21 94 01 3) ISBN 92-64-04027-7, 232pp.; bilingual
France: FF250

Other countries: FF325 US$55 DM97

* Also available on diskette, price:
FF1.500 US$270 DM455

'Issues in International Taxation'

Series

MODEL TAX CONVENTION

No. 5 - Attribution of Income

to Permanent Establishments

January 1994
The business profits article of the Model Tax
Convention provides that the country where
business income arises may tax a foreign enterprise
on such income only if the enterprise has in that
country a permanent establishment to which the
income is attributable. This publication includes a
discussion of the circumstances under which

income is to be attributed to a permanent

EDUCATION AT A GLANCE! THE OECD INDICATORS

Education
at a Glance
OECD Imitators

Regards
sur l'éducation

Sinci i"airsck' l'OCDE

Descriptive leaflet available on request from OECD Electronic Editions.
Price: FF 1.500 US$270 DM455

(The OECD offers a 15% discount to academics and government agencies.)

This interactive data diskette for IBM-compatible
microcomputers presents a set of international education
indicators compiled by the OECD in response to the growing
call for comparative data on the quality and performance of
educational systems. It is designed to meet growing demands
by national authorities and the education community for
comparative information on the organisation and functioning
of their educational systems. The indicators, covering the
period 1985-1991, offer information on the demographic and
economic context ofeducation, characteristics and features of

education systems, and the outcomes of education.

Not only does the diskette software allow rapid consultation
of the data, but it also offers the possibility of:

having instant access to information
constructing tables
producing a large variety of diagrams/graphs
creating charts/maps

printing-out on many different kinds of printer and transfer
of the data to other software.
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establishmentfor purposes of an income tax treaty ,
particularly where goods, services, or intangibles
are transferred to or from the permanent
establishment. The report also proposes changes
to the Commentary on Article 7.
(23 94 01 1) ISBN 92-64-14058-1 , 50pp.
France: FF50

Other countries: FF65 US$11 DM19

'OECD Financial Statistics' Series

Part 2

FINANCIAL ACCOUNTS OF OECD

COUNTRIES

ITALY 1989-1992*

January 1994
Flow-of-funds and balance-sheet accounts,

detailed by sectors and by financial instruments.
Integrated in an overall framework compatible with
the concepts employed in the United Nations
System of National Accounts. Annual data
published in booklets by country when available.
(20 93 34 3), 54pp.; bilingual
Subscription price: France: FF 1,600
Other countries: FF1, 760 US$320 DM565
ISSN 0304-3371

" Also available on diskette; descriptive brochure
available from OECD Electronic Editions

Labour Market

and Social Issues

TRENDS IN INTERNATIONAL

MIGRATION

Annual Report 1993
Continuous Reporting System
on Migration - SOPEMI
February 1994
This 20th annual report describes the magnitude
and the composition of these migratory movements
and the contribution of immigration to population
growth in the receiving countries. It also contains
an analysis of the evolution of immigrant
employment in the different branches of economic
activity and an overview of migration policies and
new forms of international co-operation designed
to encourage sending countries to adopt
development strategies which create more
employment. For the first time, the report exami¬
nes migration in Japan.

Individual notes outlining the major
characteristics of migration in each country are
included. A separate chapterfocuses on migratory
movements in Bulgaria, Hungary, Poland, the
Czech and Slovak Republics, and Romania. The
last chapter presents the results of a study on the
macro-economic impact of migration. Finally, the
statistical annex includes tables on the popula¬
tions (total and active) of foreigners or immigrants,
on the immigration flows, and on naturalisation in
the OECD countries.

(81 94 03 1) ISBN 92-64-14070-0, 300pp.
France: FF200

Other countries: FF260 US$45 DM77

'OECD Social Policy Studies' Series

NEW ORIENTATIONS

FOR SOCIAL POLICY

No. 12

February 1 994
See Edwin Bell, 'Social Policy and Economic
Reality', The OECD Observer, No. 183, August/
September 1993.
(81 94 02 1) ISBN 92-64-14056-5, 140pp.
France: FF120

Other countries: FF1 55 US$26 DM46

PENSIONS IN OECD COUNTRIES

No. 13 - Ireland

February 1994
Interest in changing the balance between public
and private provision of retirement income, with
increased reliance on private sources, is emerging
in OECD countries. Although documentation and
analysis of public systems are abundant, much
less is known about the performance of private
plans. This volume, one of a series of national case
studies, describes the characteristics of private
arrangements in Ireland. It discusses their
prevalence, structure, financing and administra¬
tion, tax treatment, regulation, and their effects on
the distribution of retirement income.

(81 94 04 1 ) ISBN 92-64-1 4077-8, 1 1 0pp.
France: FF90

Other countries: FF1 15 US$20 DM35

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

THE LABOUR MARKET

IN POLAND

January 1994
This publication is the first review of the labour
market in Poland, and it comes at a time when

Poland faces a significant, two-fold challenge for
implementing labour market and training policy.
The scope and depth of structural change call for
wide-ranging action to smooth the adjustment
process and cushion its social costs at a time of
scarce resources. The imbalances emerging
between the skill profile of labour demand and
supply underscore the urgency of pursuing
human-resource policies. Effectively implementing
such policies takes time, however, and policy
attention remains almost entirely absorbed in
short-term considerations.

This report examines the major labour-market
policy issues confronting Poland and reviews
various policy options in light of the experience of
OECD countries.

(14 93 14 1) ISBN 92-64-14048-4, 130pp.
France: FF100

Other countries: FF1 30 US$22 DM39

Science, Technology
and Industry

FIELD RELEASES OF TRANSGENIC

PLANTS, 1986-1992
An Analysis
January 1994
See Seizo Sumida, 'Plant Biotechnology Comes
of Age', The OECD Observer, No. 1 85, December
1993/January1994.
(93 93 07 1) ISBN 92-64-14046-8, 40pp.
France: FF50

Other countries: FF65 US$12 DM19

SAFETY CONSIDERATIONS
FOR BIOTECHNOLOGY

Scale-up of Crop Plants
January 1994
See Seizo Sumida, 'Plant Biotechnology Comes
of Age' , The OECD Observer, No. 1 85, December
1993/January1994.
(93 93 08 1 ) ISBN 92-64-1 4044-1 , 40pp.
France: FF50

Other countries: FF65 US$12 DM19

TRADITIONAL CROP BREEDING
PRACTICES

Historical Review to Serve as a

Baseline for Assessing the Role
of Modern Biotechnology

OECD HEADQUARTERS, PARIS

Vacancies occur in the OECD

Secretariat in the following activities:

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 ex¬
perience; 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.

m Basic annual salary:

from FF 300,000 (Administrator) and
from FF 430,000 (Principal Adminis¬
trator), supplemented by allowances
depending on residence and family
situation.

Vacancies are open to both male and
female candidates from OECD mem¬

ber 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

OECD

OCDE
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January 1994
See Seizo Sumida, 'Plant Biotechnology Comes
ofAge'.TheOECDObserver, No. 185, December
1993/January 1994.
(93 93 06 1) ISBN 92-64-14047-6, 236pp.
France: FF270

Other countries: FF335 US$60 DM10

TECHNOLOGY FUSION:

A PATH TO INNOVATION

The Case of Optoelectronics
February 1994
See Patrick Dubarle, 'The Coalescence of

Technology', The OECD Observer, No. 185,
December 1 993/January 1 994.
(70 93 03 1) ISBN 92-64-14043-3, 109pp.
France: FF120

Other countries: FF1 55 US$27 DM47

THE PULP AND PAPER INDUSTRY

1991

February 1994
This publication provides annual quantity data on
production and consumption of pulp and paper
products, on production capacity and utilisation
and on foreign trade for 33 pulp and paper products
or groups of products by partner country.
(71 94 60 3) ISBN 92-64-04028-5 , 100pp.: bilingual
ISSN 0259-3041

France: FF140

Other countries: FF1 80 US$31 DM55

MAIN SCIENCE AND TECHNOLOGY

INDICATORS 1993-92*

February 1 994
This twice-yearly; bilingual publication contains
data on the scientific and technological perfor¬
mance of the OECD countries. It summarises and

updates the OECD Basic Science and
Technology Statistics volumes published every
two years (annually on diskette). The data presented
here include final and provisional results and
forecasts by governments, and cover such topics
as the resources devoted to research and

development, patents, the technology balance of
payments, and international trade in high-
technology products. The publication also includes
a number of supporting background economic
series.

(94 93 02 3), 80pp.; bilingual

ISSN 1011-792X

Subscription price:
France: FF190

Other countries: FF210 US$40 DM80

' Also available on diskette, price:
FF660 US$120 DM200

Special rates are offered to members of the academic
community.

'Megascience: The OECD Forum'
Series

GLOBAL CHANGE OF PLANET EARTH

February 1994
(92 94 01 1) ISBN 92-64-14069-7, 150pp.
France: FF130

Other countries: FF1 70 US$29 DM50

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

SCIENCE, TECHNOLOGY
AND INNOVATION POLICIES

FEDERATION OF RUSSIA

Volume I - Evaluation Report
February 1994

A second volume will be published in 1 994.
See Jean-Eric Aubert, 'Science in Russia: Implo¬
sion and Rebirth?', The OECD Observer, No.

1 86, February/March 1 994.
(14 94 02 1) ISBN 92-64-14081-6, 120pp.
France: FF70

Other countries: FF90 US$16 DM27

Trade

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

INTEGRATING EMERGING

MARKET ECONOMIES

INTO THE INTERNATIONAL

TRADING SYSTEM

February 1994
This volume analyses the general principles of
trade liberalisation, identifies the majorchallenges
of this process in the CEECs and NIS, examines
the concrete experience of Poland, the former
CSFR, and Hungary, where reforms are most

advanced, and addresses aspects of the process,
including transitional trade protection, integration
into the international trading system, particular
trade barriers affecting these countries, and the
links between trade and investment.

(14 93 10 1) ISBN 92-64-14064-6, 100pp.
France: FF100

Other countries: FF1 30 US$24 DM4

Transport

ECMT (European Conference
of Ministers of Transport)

TRANSPORT POLICY

AND GLOBAL WARMING

January 1994
See inside front cover of this issue of The OECD
Observer.

(75 93 10 1) ISBN 92-821-1188-1, 245pp.
France: FF200

Other countries: FF260 US$45 DM77

PRINCIPAL ACTIONS OF ECMT

IN THE FIELD OF ROAD SAFETY

February 1994
(75 94 02 3) ISBN 92-821-01 90-8. 390pp.; bilingual
France: FF250

Other countries: FF325 US$56 DM99

Round Table 93

BENEFITS OF DIFFERENT

TRANSPORT MODES

January 1994
Much research has focussed on the negative
aspects of transport (emissions, noise, conges¬
tion and safety problems) particularly with respect
to road traffic. The ECMT decided to organise a
Round Table which would consider the transport
sector differently, by looking at the benefits of
different modes of transport for the general
community. Round Table 93 considered different
modes of transport and their respective contribu¬
tions to economic growth, regional development,
social relations and importance for mobility.
(75 94 01 1) ISBN 92-821-1 189-X. 102pp.
France: FF80

Other countries: FF1 05 US$18 DM30

Continued from p. 31

(Megavolt Amperes) to the UCPTE using
existing lines. But Russian power must
first be transferred through Ukraine and
the rest of the UPS, and the strained

relationship between Russiaand Ukraine
makes arranging such transfers difficult.
(As an alternative, several Russian
design institutes - along with western
partners - are reportedly examining the
feasibility of building a high-voltage DC
link to Germany, via Belarus and Poland.)

Although it would not heal the
Russian-Ukrainian rift, a synchronous
link of Centrel countries with the UCPTE

could make UPS access to the western

electricity market technically and logis-
tically easier since the upgraded systems
of the Centrel countries would allow

electricity to be transferred more effi

ciently. One likely result is that com¬
petition would grow among UPS coun¬
tries for access to the western market,

leading in turn to a re-examination of
current compensation arrangements for
East-West electricity transits.

The volumes of electricity being
demanded and traded within the UPS

region at present are relatively small.
The transfer of a UPS country from that
system to the UCPTE is therefore likely
to have a less detrimental effect on

operations within the UPS at present
than it might have once economic activity
in central and eastern Europe and the
former Soviet Union really takes off. Of
course, potential UCPTE grid members

must examine the benefits of joining
against the costs of the upgrades re¬
quired to do so, including the opportunity
costs of alternative investments for

upgrades within the context of the
present UPS system.

OECD Bibliography
Electricity in European

Economies in Transition,

IEA/OECD, forthcoming 1994

Electric Supply Industry

Ownership, Structure and

Regulation in IEA Countries,

IEA/OECD, forthcoming 1994.
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Revistas y Periodicos Internacionales S.A. de C.V.
Florencia 57 - 1004

Mexico, D.F. 06600 Tel. 207.81.00
Telefax : 208.39.79

NETHERLANDS

SDU Uitgeverij Plantijnstraat
Externe Fondsen

Postbus 20014

2500 EA's-Gravenhage Tel. (070) 37.89.880
Voor bestellingen: Telefax: (070) 34.75.778

NEW ZEALAND

Legislation Services
P.O. Box 12418

Thorndon, Wellington Tel. (04) 496.5652
Telefax: (04) 496.5698

NORWAY
Narvesen Info Center - NIC

Bertrand Narvesens vei 2

P.O. Box 6125 Etterstad

0602 Oslo 6 Tel. (022) 57.33.00
Telefax: (022) 68.19.01

PAKISTAN

Mirza Book Agency
65 Shahrah Quaid-E-Azam

Lahore 54000 Tel. (42) 353.601
Telefax: (42) 231.730

PHILIPPINE
International Book Center

5th Floor, Filipinas Life Bldg.
Ayala Avenue
Metro Manila Tel. 81.96.76

Telex 23312 RHP PH

PORTUGAL

Livraria Portugal
Rua do Carmo 70-74

Apart. 2681
1200Lisboa Tel.: (01) 347.49.82/5

Telefax: (01) 347.02.64

SINGAPORE
Gower Asia Pacific Pte Ltd.

Golden Wheel Building
41, Kallang Pudding Road, No. 04-03
Singapore 1334 Tel. 741.5166

Telefax: 742.9356

SPAIN
Mundi-Prensa Libras S.A.

Castellé 37, Apartado 1223
Madrid 28001 Tel. (91) 431.33.99

Telefax: (91) 575.39.98

Libreria Internacional AEDOS

Consejo de Ciento 391
08009 - Barcelona Tel. (93) 488.30.09

Telefax: (93) 487.76.59

Llibreria de la Generalitat

Palau Moja
Rambla dels Estudis. 1 18
08002 - Barcelona

(Subscripcions) Tel. (93) 318.80.12
(Publicacions) Tel. (93) 302.67.23

Telefax: (93) 412.18.54

SRI LANKA

Centre for Policy Research
c/o Colombo Agencies Ltd.
No. 300-304, Galle Road

Colombo 3 Tel. (1) 574240,573551-2
Telefax: (1) 575394, 510711

SWEDEN
Fritzes Information Center

Box 16356

Regeringsgatan 12
106 47 Stockholm Tel. (08) 690.90.90

Telefax: (08) 20.50.21

Subscription Agency
Wennergren-Williams Info AB
P.O. Box 1305

171 25 Solna Tél. (08) 705.97.50
Telefax : (08) 27.00.71

SWITZERLAND

Maditec S.A. (Books and Periodicals)
Chemin des Palettes 4

Case postale 266
1020 Renens Tel. (021) 635.08.65

Telefax: (021) 635.07.80

Librairie Payot S.A.
4, place Pépinet
CP 3212

1002 Lausanne Tel. (021) 341.33.48
Telefax: (021) 341.33.45

Librairie Unilivres

6. rue de Candolle

1205 Genève Tel. (022) 320.26.23
Telefax: (022) 329.73.18

Subscription Agency
Dynapresse Marketing S.A.
38 avenue Vibert

1227 Carouge Tel.: (022) 308.07.89
Telefax : (022) 308.07.99

See also:

OECD Publications and Information Centre

August-Bebel-Allee 6
D-53175 Bonn 2 (Germany)

Tel. (0228) 959.120
Telefax: (0228) 959.12.17

TAIWAN

Good Faith Worldwide Int'l. Co. Ltd.

9th Floor, No. 118, Sec. 2

Chung Hsiao E. Road
Taipei Tel. (02) 391.7396/391.7397

Telefax: (02) 394.9176

THAILAND
Suksit Siam Co. Ltd.

113, 115 Fuang Nakhon Rd.
Opp. Wat Rajbopith
Bangkok 10200 Tel. (662) 225.9531/2

Telefax: (662)222.5188

TURKEY

Kùltùr Yayinlari Is-Tûrk Ltd. Sti.
Ataturk Bulvari No. 191/Kat 13

Kavaklidere/Ankara Tel. 428.11.40 Ext. 2458

Dolmabahce Cad. No. 29

Besiktas/lstanbul Tel. 260.71.88

Telex: 43482B

UNITED KINGDOM
HMSO

Postal orders only:
P.O. Box 276, London SW8 5DT

Gen. enquiries Tel. (071)873 0011
Telefax: (071) 873 8200

HMSO Bookshop
49 High Holborn, London WC1V 6HB
Branches in: Belfast. Birmingham, Bristol,
Edinburgh. Manchester

VENEZUELA
Libreria del Este

Avda F. Miranda 52, Aptdo. 60337
Edificio Galipàn
Caracas 106 Tel. 951.1705/951.2307/951.1297

Telegram: Libreste Caracas

Subscription to OECD periodicals may also be
placed through main subscription agencies.

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

47111

Directeur: Lucien Dantin Printed in France



Creditor Reporting System:
Individual Financial Transactions

This diskette contains individual Official Development Assistance (ODA) commitments

from each Development Assistance Committee (DAC) member country to each recipient

country by year. The commitments are grants and loans reported by each member country

to the Creditor Reporting System (CRS), an information system managed jointly with the

World Bank. Information is provided on source, recipient, the amount and type of financial

flow, interest rates where applicable, the grant element, commitment date, sector code and

purpose description, local costs and technical co-operation for each commitment. Data are
available from 1973 to present; approximately 6,000 commitments are reported each year.

Price:

The standard set of data

covering the last five- year
reporting period, issued

each spring, is available at
the price of:

FF800 £90 US$145 DM240
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