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DEVELOPMENT CO-OPERATION

Efforts and Policies of the Members
of the Development Assistance Committee

1993 Report

The global context for aid to developing countries has
changed dramatically in the past year. The 1993 report
of the Chairman of the OECD's Development Assistance

Committee (DAC) examines this new landscape and its
implications for the ways in which the DAC's 22 members
administer their aid programmes.

Recent events such as the Israeli-PLO peace agreement

and an emerging democracy in South Africa are examples
of new pressures on the aid supply, already stretched to
respond to demands from emerging democracies of eastern
Europe and the former Soviet Union. Meanwhile, the list of
cross-border challenges requiring aid resources - environ¬
mental degradation, the AIDS pandemic, and migration -
continues to grow. Although a growing number of countries
may no longer require concessional aid, many of the poorer
ones, especially in sub-Saharan Africa, continue to depend heavily
on such assistance.

The main features of the 1993 report are:
an overview of trends in the volume and allocation of official

development assistance (ODA)

a comprehensive report, unavailable elsewhere, on aid flows to
eastern European countries and the new independent states of the
former Soviet Union

a report on the outcome of the DAC's debate on the recasting of the
DAC List of Developing Countries and Territories and on adjustments
to the definition of ODA

a survey of trends in overall resource flows to developing countries
and an update on their debt positions

an analysis of strategic development challenges, including region-by-
region summaries

an update of DAC work in progress on themes such as urbanisation,
migration, participatory development and good governance, and women
in development

a country-by-country survey of recent aid-policy development in DAC
countries, a review of their aid performance, and highlights of major findings
from recent reviews of aid programmes.
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INTERNATIONAL CO-OPERATION

Mexico,
25th Member

of the OECD

::..v .^.e^-^.«.-- -^:--^';r 	i'

Christian Schricke

By the time this article is published, Mexico will no doubt have officially become
the OECD's 25th member country. This accession is a very important event in the history

of the Organisation, for a number of reasons.
To begin with, because it is the first in over twenty years, since New Zealand joined the
OECD in 1973. Next, because an organisation that has been used for so long to working

with the same 24 countries cannot help but be affected by the arrival of a newcomer,
perhaps more so than one might initially expect. Indeed, by welcoming Mexico, it is taking in
a major country which, in terms of overall GNP (360 billion US$ in 1993), is the ninth-largest

OECD economy and the thirteenth-largest world economy. For the first time, the OECD
is inviting a new member which emerged from the ranks of the developing

countries thanks to a dramatic process of political and economic reform and modernisation.
In doing so, the OECD is also reaching out to Latin America, a part of the world that has

hitherto been outside its bounds, thereby confirming its global (but not universal) vocation.
Lastly, the accession is important because it is probably the first of several that could lead
to an appreciable enlargement of the Organisation. Clearly, then, the process that has led

to Mexico's accession, and the terms and conditions Mexico has accepted, have
a significance that transcends the importance of this one country alone.

The OECD OBSERVER No. 188 June/July 1994



INTERNATIONAL CO-OPERATION

M exico is no stranger to the
OECD. As a developing coun¬
try, it has long been the subject

of studies by the Organisation, in particular
those by the Development Centre and
the Development Assistance Commit¬
tee.

More recently, it has emerged on the
international economic scene as an

important player,1 with which the Organi¬
sation has wished to carry on mutually
beneficial discussions. In 1978, the

volume of Mexican steel production
prompted the Organisation to invite
Mexico, along with three other countries
(Brazil, India and the Republic of Korea)
to participate in the OECD Steel Com¬
mittee; this invitation was initially de¬
clined, but Mexico later agreed to begin
discussions within the context of a

committee set up in 1982 to liaise with
the Steel Committee. Until 1990, this

body was the only point of contact
between the two parties. It was Mexico
that, in 1990, took the initiative of

broadening the scope of its dialogue with
the OECD, first by sending an explora¬
tory mission to learn about the Organi¬
sation and the possibilities for strength¬
ening ties with it, and later by requesting
to become a full member of the Steel

Committee (which was finalised by an
agreement on 5 September 1990) and
to participate as an observer in other
OECD committees. In 1 991 , the Mexican

authorities expressed the desire to see
their country join the OECD - a wish that
was confirmed by President Salinas de
Gortari in an address to the members

of the Council of the Organisation in
July 1992, during an official visit to
France.

Between 1991 and 1993, Mexico's ties

with the Organisation intensified stead¬
ily. The Secretary-General paid an official
visit to Mexico in February 1 992. Mexico
became an observer in a growing
number of committees (some 1 5 in 1 993)
and participated actively in their work,
including explaining the policies it pursued
in each body's respective spheres of
activity. After an informal seminar on

Christian Schricke is Legal Counsel, Head of the OECD
Legal Directorate.

the Mexican economy in September
1991, at which high-level Mexican
officials briefed the OECD on Mexico's

macro-economic, trade and privatisation
policies, the Organisation conducted in
1992 a study of the Mexican economy,
modelled on those that it carries out

periodically for member countries.2 This
study confirmed the spectacular eco¬
nomic transformations that Mexico had

achieved in the aftermath of the 1982

debt crisis, which marked a major break
in the country's development: it did so
by a combination of macro-economic
stabilisation and structural reforms that

led to a considerable loosening of the
grip of the state on the economy, which
was increasingly opened up to the
outside world. Lastly, in 1993, Mexico,
along with Argentina, Brazil and Chile,
was brought into the Organisation's
informal dialogue with a number of
dynamic non-member economies.

During this period, the OECD and
Mexico got to know each other better.
Mexico discovered the Organisation's
'culture' and demonstrated that it could

readily embrace the qualities of trans¬
parency, a willingness to offer explan¬
ations and justifications, and, when
necessary, to exercise self-criticism that
are the hallmarks of the OECD, and that

can be summed up neatly by the term
'peer pressure'. For its part, the Organi¬
sation grew better acquainted not only
with Mexico's economic and social

conditions and policies, but also with
the people most responsible for formu¬
lating and implementing those policies.
The moment was nearing when the
member countries would consider that

Mexico had sufficiently demonstrated its
vocation to become a member of the

Organisation for it to be possible to open
formal negotiations for accession.

That moment came during the June
1 993 Council meeting at Ministerial level,
the final communiqué of which included
a paragraph inviting the Organisation,
'in light of Mexico's statement of intent
for membership, comprehensive policy
reforms and constructive participation in
the OECD, [...] to examine with Mexico
the terms and conditions of its mem

bership with a view toward early entry
of Mexico into the OECD'.

The Formal

Accession Procedure

This decision marked the beginning
of the formal procedure leading to
Mexico's accession. The purpose of this
procedure was to ensure that Mexico
was indeed prepared, and able, to
assume all the obligations of OECD
membership. At the conclusion of the
procedure, it was up to the Council of
the Organisation to decide, by the
common consent of all its members,
whether it would invite Mexico to accede

to the Organisation's founding Convent¬
ion, on the terms and conditions which

that country would have stated it was
willing to accept.

Any new member must, in the first
instance, subscribe without reservation

to the Organisation's founding Convent¬
ion of 14 December 1960, and assume

the obligations arising therefrom. The
objectives assigned to the Organisation
by Article 1 of the Convention are to
promote policies designed, on the one
hand, to achieve the highest sustainable
economic growth and employment and
a rising standard of living, while main¬
taining financial stability, and, on the
other hand, to contribute to sound

economic expansion in the developing
countries and, lastly, to contribute to the
expansion of world trade on a multi¬
lateral, non-discriminatory basis.

In order to attain those objectives,
members agree, in particular, pursuant
to Article 2 of the Convention, to follow

policies designed to achieve economic
growth and internal and external stability;
to reduce or abolish obstacles to the

exchange of goods and services and
to liberalise capital movements; and to
contribute to the economic development
of developing countries. Members
undertake to keep one another informed

1 . See also pp. 35-36.

2. OECD Economic Surveys, 1991-1992 Series:
Mexico, OECD Publications, Paris, 1992; Bénédicte

Larre, 'Spotlight on Mexico', The OECD Observer,
No. 178, October/November 1992.
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and to furnish the Organisation with the
information necessary for the accom¬
plishment of its tasks; to consult together
on a continuing basis, carry out studies
and participate in agreed projects; and
to co-operate closely. Moreover, by
acceding to the Convention, members
obviously accept the institutional frame¬
work it confers upon the Organisation.

It is in this last respect that the
obligations of membership transcend
those arising directly from the Convent¬
ion, since the Council of the Organisation
has the right to adopt Acts, which usually
take the form of Recommendations or

Decisions. Although only Decisions are
binding upon all members (except those
who abstained upon their adoption), in
practice, Recommendations may
have a considerable impact on the
laws and policies of member countries,
even though they are not legally binding.
In addition, other instruments have been

devised, whereby member countries
have made commitments which, al¬

though essentially political, are fre¬
quently fairly specific; these include
Declarations adopted solemnly at Mini¬
sterial level, and other arrangements
which are less solemn, such as the

consensus on export credits. It is in
this manner that over the past thirty
years or so, the OECD has built up a
fairly extensive body of derived law
(39 Decisions and 102 Recommend¬
ations), which is related essentially to
two spheres of the Organisation's
activities: international economic law -

and, more particularly, rules for trade
in services, capital movements, inter¬
national investment and taxation - and,

more recently, the environment. Never¬
theless, no member country has yet
accepted all of the obligations arising
from these texts without reservations.

The chief objective of the accession
negotiations was to ascertain the extent
to which Mexico accepted the obligations
arising from this derived law, which
constitutes, so to speak, the OECD's
accumulated wisdom and experience.
Negotiations of this type are similar,
albeit on a different scale, to those

preceding entry into the European Union.

In the absence of specific criteria,
they call for an interactive proc¬
ess, the purpose of which is to
determine whether the members

of the Organisation are satisfied
with the commitments the appli¬
cant country is prepared to make
with a view toward membership.

Accordingly, Mexico first exam¬
ined all the texts involved, in order
to determine whether it could

agree to them outright or whether
it had to refuse some or qualify
its acceptance with reservations,
given Mexican legislation and
policies in the respective areas.
For the most part, this major task
was carried out during the
summer of 1993, and led to the

preparation of a preliminary
document describing the Mexi¬
can position on the Acts con¬
cerned.

This document was then discussed

with the experts of the OECD Secretariat,
who explained the meaning and scope
of the texts in question, ensured that
they were properly understood by the
Mexican authorities, encouraged those
authorities to accept them to the fullest
possible extent, and helped them, when
necessary, to formulate their reserva¬
tions or observations.

In two fields covered in more detail

by the OECD instruments, the discuss¬
ions with the Secretariat were supple¬
mented by a review of Mexico's positions
by the relevant committees: commit¬
ments undertaken on the environment

were discussed by the Environment
Policy Committee; the Mexican position
with regard to the Codes of Liberalisation
of Capital Movements and Current
Invisible Operations, and to the De¬
claration and Decisions on International

Investment and Multinational Enterprises,
was examined jointly by the two relevant
committees -the Committee on Capital
Movements and Invisible Transactions

(CMIT) and the Committee for Inter¬
national Investment and Multinational

Enterprises (CIME). The purpose of
these reviews was to obtain the opinions
of the committees on Mexico's ability

to assume the obligations of OECD
membership in the areas in question.3

In both cases, the Committees issued

favourable opinions, based on a draft
report by the Secretariat. The Environ¬
ment Policy Committee stated its opinion
in December 1 993. The CMIT and CIME

did so in two stages: in December 1993,
they reviewed a draft report that had
been prepared on the basis of Mexican
legislation in force at that time, and they
expressed certain reservations on that
legislation, in particular on the laws on
foreign investment; the legislation in¬
volved was extensively liberalised in
January 1994 in the context of the entry
into force of the North American Free

Trade Agreement (NAFTA) and Mexico's
accession to the OECD; the committees

therefore re-examined Mexico's position
in February 1994 in the light of these
changes and issued a favourable opin¬
ion.

The Council of the Organisation was
informed in March 1994 of the final

outcome of the negotiations, that is, the
draft statement concerning Mexico's
acceptance of the obligations of mem-

3. The position of Mexico with regard to the Code of
Liberalisation of Capital Movements and the instruments
on international investment will be examined in a future

issue of The OECD Observer
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bership in the OECD, and the agreement
on the Organisation's privileges and
immunities in Mexico. On 24 March, it

concluded the membership negotiations
by agreeing to take a formal decision
on 14 April to invite Mexico to accede
to the Convention, based on the com¬

mitments Mexico said it was willing to
make. Then, on 4 April, the Minister for
External Relations of Mexico, Manuel

Tello, forwarded the final version of

Mexico's Declaration, which constituted
the basis for the decision to issue an

invitation, which was taken by the
Council on 14 April. That same day,
Manuel Tello and Jean-Claude Paye,
Secretary-General of the OECD, signed
the document setting out the terms and
conditions of the invitation to Mexico,

as well as the agreement on the Or¬
ganisation's privileges and immunities.
Mexico's accession will take effect upon
the deposit of its instrument of accession
to the Convention; in the meantime,

Mexico has been invited to participate
as an observer in all bodies of the

Organisation open to all member coun¬
tries, including the Council; it has also
been asked to take part in the prepar¬
ations for the next meeting of the Council
at Ministerial level, on 7 and 8 June.

Assessing
the Negotiations

What lessons can be drawn from the

negotiations on Mexico's accession?
Undoubtedly, the outcome has been
beneficial for both parties.

In its final declaration, Mexico ac¬

cepted all OECD Decisions and Re¬
commendations, with limited reserva¬

tions; in particular, its position regarding
the Codes of Liberalisation and the

National Treatment Instrument is satis¬

factory for a new member, since nearly
all the reservations and exceptions
formulated by Mexico have counterparts

in those lodged by other member
countries. In addition, in the areas

covered by OECD instruments,
Mexico has agreed to extend

«virtually all the liberalisation meas¬
ures taken under NAFTA to all

the OECD countries, thus dem¬

onstrating a concrete willingness
to implement the principle of non¬
discrimination which is one of the

cornerstones of the OECD.

Mexico has also adhered to the

objectives expressed by the
member countries in the Minis¬

terial Declarations adopted within
the framework of the Organisa¬
tion and has endorsed all of them

that are still relevant. Altogether,
Mexico has accepted a level of
commitments broadly compar¬
able to those of the existing
membership, and significantly
higher than those required from
previous new members, because
of the increase in the scope and
number of OECD instruments

over the past twenty years and
the narrow scope of its reserva¬
tions to those instruments. Mexico

has also decided to participate,

immediately upon accession, in a large
number of activities and bodies that

involve only some of the Organisation's
members. Moreover, it has undertaken

to participate in other international or¬
ganisations or groupings in a manner
compatible with the goals and under¬
takings of the OECD, and with its
membership of the Organisation. As
explained by Minister Tello, this means
in particular that Mexico will no longer
participate in the Group of 77, of which
itwasafounding and prominent member.

Beyond the formal aspects of the
commitments entered into by Mexico,
the negotiations have made a good
number of Mexican officials and

policy-makers aware of the OECD's work
and the significance of Mexico's access¬
ion. No doubt these officials and poli¬
ticians are now well prepared to par¬
ticipate actively and constructively in the
Organisation's work, and to draw lessons
from it that can be used to help shape
their country's economic and social
policies.

For its part, the OECD has got to know
its new member well and will ensure

that it has the place that it merits in
the daily life and work of the Organi¬
sation. Its deliberations will be enhanced

by the lessons learned from Mexico's
expérience. It cannot help but be
encouraged by the highly constructive
attitude adopted by Mexico throughout
the membership negotiations - an atti¬
tude that augurs well for their future
relationship and furnishes an excellent
example for other countries that are
candidates for accession.

OECD Bibliography
OECD Economic Surveys,

1991-1992 Series: Mexico, 1992

Bénédicte Larre, 'Spotlight
on Mexico', The OECD Observer,

No. 178, October/November 1992.

The OECD OBSERVER No. 188 June/July 1994



ENVIRONMENT

The Environmental

Life-Cycle and Trade
Candice Stevens

Countries are beginning
to address the

environmental impact
of products at all stages

of their lives. What

is the impact on trade?1

Environmental policies are in¬
creasingly using a life-cycle or
'cradle-to-grave' approach to

regulation, assessing the environmental
impacts of the inputs used and wastes
released at different points in the life
of a product, from the harvesting of raw
materials through production, consumpt¬
ion and disposal. Now the first signs
that life-cycle approaches may have
implications for international trade are
emerging with the advent of programmes
for 'eco-labelling', 'eco-packaging' and
recycling.

But life-cycle analysis is still at a very
early stage of development. And there
are many practical problems in imple¬
menting it. First, it is difficult to arrive
at an overall judgment summarising the
diverse environmental impacts of a
product. Second, comparing different
products according to this environmental
indicator is problematic because there
is no common denominator (such as
money). And conducting life-cycle as¬
sessments for a wide range of products
is time-consuming and expensive.2

The trade problems arise when gov¬
ernment regulations or programmes
based on life-cycle results discriminate
against imported products. Discrimina¬
tion deliberately intended to block imports
and protect domestic industries is illegal
under the international trade rules of the

General Agreement on Tariffs and Trade
(GATT). Life-cycle techniques, more¬
over, may sometimes lead to policy
approaches which unintentionally dis¬
criminate against imports. They can

1. Life-Cycle Management and Trade, OECD Pub¬
lications, Paris, forthcoming 1994.

2. Expert Workshop on Life-Cycle Analysis of
Energy Systems, OECD Publications, Paris, 1993.

Candice Stevens works on trade and environment

issues in the OECD Environment Directorate.
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increase the difficulties of market access

for imported products. And they can raise
costs and affect the competitiveness of
both imports and domestic products.

The Advent

of Eco-labelling
Eco-labelling programmes are now

operating or being implemented in 22
of the 24 OECD countries and in a few

non-OECD countries, such as Korea.3

Eco-labels are seals placed on a product
to identify goods considered to do less
damage to the environment than com¬
peting products. To date, most eco-labels
have not used a comprehensive, life-cycle
approach, but have been awarded by
government-sponsored groups on the
basis of a few criteria related to the

environmental effects of a good when
it is used or consumed - identifying,
say, detergents which are biodegrad¬
able, hairsprays which are ozone-friendly,
and washing machines which use less
water or energy.

In the future eco-labels may be based
more on the environmental effects of

THE EFFECT

ON DEVELOPING

COUNTRIES

The adverse trade impacts of life-cycle
approaches can be particularly severe for
developing countries. These countries
may face especial difficulties in adapting
products to life-cycle requirements. Dis¬
crimination, intentional or unintentional,

can limit their exports and harm their
economic prospects. Developing coun¬
tries should be consulted by those coun¬
tries designing and implementing eco-
labelling, eco-packaging or recycling
initiatives which may significantly affect
their exports. Technical and financial
assistance could be extended through
multilateral and bilateral aid programmes
to developing countries to help them adapt
their products to new environmental rules.
New approaches - such as mutual re¬
cognition of eco-labels or certification
schemes for eco-packaging - should be
explored in international fora to help
developing country producers profit from
growing environmental consumerism in
OECD countries.

a good when it is produced, for,
say, textiles produced with non-
polluting dyes or furniture made
from wood from sustainably man¬
aged forests. These labels would
indicate how a product has been
produced or processed before it
enters international trade. And they
might discriminate against imported
products which cause more pollu¬
tion in their production or use more
natural resources than domestically
produced goods.

Under GATT rules, importing coun¬
tries cannot restrict imports based
on how they are produced; other¬
wise, all types of protectionist trade
barriers would emerge and severely
disrupt international trade. But the
voluntary nature of eco-labelling
programmes means that their status
under these trade rules is less clear.

It is the manufacturer who chooses

whether or not to apply for an
eco-label. Although goods which do
not comply with eco-labelling criteria
can still be imported, they may suffer
from a competitive disadvantage if
retailers or consumers prefer the (vol¬
untarily) eco-labelled products. More
serious trade concerns arise with pro¬
posals for mandatory eco-labels, such
as government requirements for labels
identifying sustainably produced timber
or dolphin-safe tuna.

The Impact
of Eco-packaging

The OECD countries generate an
estimated 140 million tons of packaging
waste annually, making up nearly
one-third of all municipal solid waste.
The increasing volumes of packaging
waste and shrinking availability of landfill
sites have led OECD governments to
introduce schemes to bring these figures
down, and many countries now have
deposit-refund systems to encourage
the return and re-use of bottles and other

containers. Some countries are levying
charges on certain types of packaging
to discourage their use. And govern¬
ments are now requiring that specified

'" >

: ..

amounts of packaging be re-used or
recycled. There are examples in Ger¬
many's Ordinance on the Avoidance of
Packaging Waste and the Decree
Concerning Household Packages in
France.4

These eco-packaging schemes are a
type of mandatory product standard and,
under GATT rules, imports can be
required to comply with them. Trade
problems should not arise as long as
the packaging rules are applied equally
to domestic products and imports from
all sources. But eco-packaging schemes
are having a number of indirect effects
on trade. They can unintentionally dis¬
criminate against imports when they
favour types of packaging used predomi¬
nantly in the home market: for instance,

3. Jim Salzman, 'Green Labels for Consumers,' The

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

4. Reduction and Recycling of Packaging Waste,
Environment Monograph No. 62, OECD Publications,
Paris, 1992; Applying Economic Instruments to
Packaging Waste: Practical Issues for Product
Charges and Deposit-Refund Systems, Environment
Monograph No. 82, OECD Publications, Paris, 1993,
both available on a subscription basis from OECD
Publications.
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requiring all beer to be sold
in recyclable glass bottles
causes problems for im¬
ported beer which may
come in metal cans. And

they can put at a disad¬
vantage imports which may
of necessity use heavier
and different types of pack¬
aging for transport. Again,
foreign producers may have
difficulties making arrange¬
ments in importing coun¬
tries for the collection,
reycling or disposal of pack¬
aging and incur additional
costs. They may be re¬
quired to take back pack¬
aging over long distances.
And further trade contro¬

versies are being created
by increasing exports of
surplus waste as the recov¬
ery of packaging outruns
the capacity of countries to
recycle and re-use it. These

exports can disrupt or un¬
dermine collection schemes

in the importing countries.

The Role

of Recycling
Countries are recycling more

paper and packaging. Governments are
developing schemes for the recycling
of such goods as automobiles, tires,
newsprint, electronics, batteries, textiles
and washing machines. Recycling has
traditionally been a private-sector activity
run by scrap dealers. Now many local
governments are promoting residential
recycling or 'curbside' collection of
recyclable materials. And governments
are considering rules to promote 'pro¬
ducer responsibility' for managing the
waste resulting from their products by
mandating that firms assume the burden
for recovery and disposal.

Regulation that mandates recycling
can raise trade concerns when applied
to imports. Products such as cars have

relatively long lives and complex com¬
ponents which must be separated for

recycling. Assigning responsibility to
foreign producers to recover exported
products is therefore problematic. Manu¬
facturers may encounter difficulties in
ensuring the recycling or proper disposal
of their goods in foreign countries. They
may also incur problems complying with
mandates to use recyclable parts or
components that are hard to obtain or
manufacture.

Requirements for the use of recycled
paper in newsprint is one life-cycle
approach which is causing trade friction.
To save on scarce landfill space, some
countries are insisting that newsprint
contain a certain percentage of recycled
content. Countries such as Canada,
which export large amounts of newsprint
but do not produce lots of waste paper,
are losing markets. They may even have
to import waste paper to produce

recycled-content newsprint. Although the
environmental aim of mandates on

recycled content is laudable, this is an
example of the kind of trade distortion
that can arise.

Life-cycle approaches hold much
promise for improving environmental
policies for waste management, pollution
control, resource conservation, and so
on. They are valuable tools for com¬
panies seeking to improve the 'green'
qualities of their products. The results
of life-cycle assessments can help
consumers make environmentally in¬
formed purchasing decisions. But the
adverse effects on trade have to be

minimised. The OECD is now exploring
a range of policy approaches: more
transparency and consultation among
countries in the development of life-cycle
approaches, more harmonisation of life-
cycle schemes, and reduction of their
unfair discriminatory aspects.
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The Economies

of Transport Costs
Tom Jones and Jack Short
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Pollution, accidents, congestion, emissions of greenhouse gases and the like - what
policies can 'internalise' these and other external, or social, costs of transport? And how

can they best be implemented?1

Transport activities generate a
wide range of economic bene¬
fits. Between 2 and 4% of total

OECD employment, for example, is
derived from transport services, and an
estimated 4-9% of GDP in the OECD

area is attributable to spending by the
users of transport (including expenditure
on infrastructure). More than 10% of total
household expenditure now goes to
purchase transport services. The bal¬
ance of international payments is also
strongly influenced by trade in transport
equipment (aeroplanes, for instance).
Indeed, without an efficient transport

Tom Jones is an economist in the Economics Division

of the OECD Environment Directorate. Jack Short is

Deputy Secretary-General of the European Conference
of Ministers of Transport.

system to 'lubricate' modern economies,
much of the geographic specialisation
in production that has occurred since
World War II could not have occurred,

and the world economy could not have
grown nearly as much as it has.

Enormous changes have taken place
in the transport sector in recent years.
The most marked is its unprecedented
growth. Both stock variables (fleet size,
kilometres of road and rail infrastructure,

and so on) and flow variables (number
of trips taken, volume of goods trans¬
ported, and the like) have expanded
rapidly. The world's automobile fleet, for
example, doubled between 1970 and
1990, to stand today at approximately
500 million vehicles. These numbers are

expected to double over the next

20-40 years, although at a slower rate
in OECD countries than in the past.

Substantial structural changes have
also taken place. For one thing, there
has been a major shift in where transport
growth is occurring. In 1950, 75% of
all automobiles were located in the

United States. Since then, the number

outside the United States has grown by
about 8% per year,2 with even more
remarkable increases in some locations.

In Athens, for example, car ownership
burgeoned from 35,000 in 1964 to
650,000 in 1984, and is expected to be

1. Internalising the Social Costs of Transport,
OECD Publications/ECMT, Paris, 1994.

2. J. J. MacKenzie and M. P. Walsh, Driving Forces:
Motor Vehicle Trends and Their Implications lor Global
Warming, Energy Strategies, and Transportation Plan¬
ning, World Resources Institute, Washington, DC, 1 990.
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about 900,000 by this year.3 Most future
growth in global vehicle stocks is pro¬
jected to occur in the developing world,
as the industrialised countries become

increasingly saturated with vehicles, as
the developing countries undergo ur¬
banisation and industrial¬

isation processes of their
own, and as people there
begin to realise their long¬
standing aspirations for more
mobility. There has also been
a significant shift in the shares
of different modes of trans¬

port. In the past twenty years,
the volume of road freight
traffic has doubled, while rail

and waterway volumes have
remained stable.

In view of the rapidity of
these changes, it is not sur¬
prising that transport problems
are generating considerable
political debate in most coun¬

tries. The traditional approach
used to be to step up the supply
of services; increasingly, calls
are being heard for policies that
curtail demand. Whichever

approach is preferred, much of
the discussion centres around

the so-called 'social costs' of

transport. These costs derive
from 'negative externalities', which
occur when transport consumers/
producers impose higher costs on
society at large than they bear
themselves. Examples often cited
include environmental externali¬

ties (noise and air pollution), human
externalities (accidents) and eco- £
nomic externalities (traffic congest¬
ion). If these costs are not factored into

decisions on transport management,
some misallocation of resources may
result. The recent referendum in Swit¬

zerland on transalpine truck transport
demonstrates how politically sensitive
this issue has become.

Some of the economic benefits pro¬
duced by transport are also 'external'
in the sense that they accrue to economic
actors beyond the original consumers/
producers of the services in question.

Although there is no conceptual differ¬
ence in the basic definitions of external

costs and benefits, different incentives

are inherently at work in each case.
Specifically, there are built-in

incentives for economic

agents to appropriate for themselves any
external benefits that the transport system
might generate, thereby 'automatically'
internalising these effects in the form
of lower prices or higher economic rents/
profits. On the other hand, no similar
incentive exists on the cost side. All of

the incentives here work in the direction

of avoiding additional costs, so govern¬
ment action will usually be necessary
to force their internalisation into transport
decisions. That is why most of the debate

about transport externalities focuses on
costs rather than on benefits.

Of course, the economic benefits and

costs of transport activities accrue not
only to the transport sector itself, and
the intersectorial sharing of these
impacts has become an important
political issue in many countries.
Lobbyists often argue, for example,
that transport activities generate
benefits for other sectors of the

economy which are not properly
recognised (much of the debate
about state participation in the
financing of transport infrastructure
is based on this view).

And finally, because transport
activities generate net economic
benefits, society will usually be
willing to accept that some exter¬
nalities should be tolerated. On

the other hand, externalities do

change the point at which the
costs of transport activities begin
to outweigh their benefits, so
these externalities should always
be factored into transport deci¬
sions, even if they are not
completely eliminated.

What Size

the Externalities?

Much research has been

carried out in recent years on
the extent of the social costs

of transport, and several order-
of-magnitude estimates are
now available. For example,
it has been estimated that 1 6%

of the citizens of OECD countries are

routinely exposed to 'unacceptable'
degrees of noise pollution from air, road
and rail traffic, and as many as 50%
are exposed to 'unsatisfactory' vol¬
umes.4 About half of all nitrogen oxide
emissions come from motor vehicles.

Petrol is still the source of half of total

lead emissions to the atmosphere in

3. M. Giaoutzi and L. Damianidias, 'Greece', in
Jean-Philippe Barde and Kenneth Button (eds.), Trans¬
port Policy and the Environment: Six Case Studies,
Earthscan Publications, London, 1990.

4. Barde and Button, op. cit., Chapter 1.
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OECD countries. It has also been

calculated5 that road accidents cost the

United States more in property damage,
medical bills, lost output, and insurance
costs per vehicle-mile travelled than the
cost of petrol itself.

Expressed as a percentage of annual
GNP, the social costs of transport tend
to be concentrated around the following
mean values: 2% for accidents; 0.3%

for noise pollution; 0.4% for local air
pollution; and at least 2% for congestion.
Available evidence further suggests that
most of these costs are derived from

road transport.
Any attempt to translate this type of

data into practical policy proposals will
first encounter the difficulty that the
relationship between the initial external¬
ity and the eventual social impact is
usually indirect and poorly understood
(automobile emissions have only indirect
impacts on human health, for example).
Then there is the problem that the
impacts of individual externalities will
usually be felt in several different parts
of the economy (local, regional, inter¬
national, global). Evaluating social costs
in money terms is even more difficult.
Several methods have been developed
for making this conversion, including:
estimating the cost of repairing the
damage (such as hospital bills, in the
case of traffic accidents); estimating the
cost of avoiding the damage in the first
place (such as the cost of installing seat
belts in automobiles); or estimating the
decline in asset values as a result of

the externality (house prices tend to fall
if traffic noise is severe).

Each of these (and other) approaches
has its individual strengths and weak¬
nesses. It may therefore be reasonable
to use different methods to assess

different types of externalities. But if
different methodologies can produce
substantially different estimates of the
value of the same externality, the credi¬
bility of the results will inevitably be
undermined. Although some progress

5. R. Repetto, R. Dower, R. Jenkins and J. Geoghegan,
Green Fees: How a Tax Shift Can Work for the

Environment, World Resources Institute, Washington,
DC, 1992.

has been made in recent years in
standardising methodologies, this prob¬
lem is far from being resolved.

In spite of these measurement prob¬
lems, the public is increasingly aware
of transport externalities, and increas¬
ingly willing to support policies to reduce
them. One idea that seems to be gaining
ground is that of basing the intemali-
sation policy on the lowest available
estimate' of the social costs. Such an

approach would acknowledge the ex¬
istence of at least some externalities,

without engaging in a lengthy debate
about the precise magnitude of these
costs.

Policy
Pros and Cons

There is a wide range of policy options
available to bring about internalisation.
One way might be to regulate the
transport sectorfrom harming third parties
in the first place - there could, for
example, be a prohibition on the sale
of unleaded gasoline. A second poss¬
ibility would be to increase the price of
transport services, in order to impose
an extra cost on transport as a proxy
for the value of the externality it causes.
Excise taxes on motor fuel are one

example of this approach. A third
possibility would involve the establish¬
ment of property rights forthe externality,
in the form of tradable permits. Market
trading of these permits could then
determine exactly where in the transport
system the externality would be reduced.
And finally, it is sometimes best to use
a public information/institutional change
approach as part of the policy arsenal
(box).

Economists tend to favour price-based
approaches, such as taxes, on the
grounds that the market should be
allowed to determine how the externality
can be reduced at least cost. People
who emphasise environmental or safety
objectives, by contrast, tend to favour
regulatory approaches because regula¬
tions seem to offer more certainty of
reaching these particular goals. Al¬
though regulatory approaches have often

EDUCATING

THE PUBLIC

Obtaining public support for internalisation
policies is critical to their success. This
is more likely to occur if the policies are
based on a common understanding of the
impact that the externality is likely to
cause. Public education can increase

awareness of social costs, and of their

value. It also helps if the target(s) of
these policies is/are easily visible, and
if the recommended policy seems to be
a credible way of addressing the problem.

Perhaps the largest single reason that
internalisation policies are often resisted
is related to their potential distributive
consequences.' One common complaint
about taxes on transport services, for
example, is that they are regressive in
their impact: the people least able to adjust
to the price increase - the poor - are
perceived as being asked to adjust the
most. People living in rural areas, say,
have no alternative to using cars, so fuel
taxes will have a disproportionately hard
impact on them. This problem can some¬
times be overcome by directly compen¬

sating such groups for effects of this type.
The public must also be convinced that

the purpose of transport pricing policies
is really to reduce externalities and thereby
to increase both economic efficiency and
social welfare. Governments should take

particular steps to avoid price increases
being interpreted as an attempt to increase
general tax revenues. 'Earmarking' part
of any revenues for redistribution to help
resolve problems of equity, or for increas¬
ing the supply of less-polluting transport
services, can be a powerful way of
convincing the public of good intentions.

Another way of overcoming public re¬
sistance might be to make a commitment
to a gradual phasing-in of internalising
policies over time, preferably at a pre-
announced rate. This approach would
increase the transparency of the policies;
it would implicitly recognise the uncer¬
tainties associated with valuing social
costs in the first place; and it would give
citizens time to adjust to the changes
slowly.

I.David Harrison, 'Who Wins and Who
Loses from Economic Instruments?', The

OECD Observer, No. 180, February/March
1993.

been used in the past, the complexity
and diversity of modern transport sys¬
tems means that there are practical
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limitations to what regulations can
accomplish (it is difficult, for example,
to control modifications to catalytic
converters on private cars through
regulation). Similarly, there are practical
limitations to using pricing strategies for
some types of social cost (increasing
the price of petrol may have little effect
on noise levels from trucks). Even though
there is evidence that the use of

price-based approaches is increasing,6
and even though some recent successes
have been reported (for example, price
discrimination on leaded gasoline has
helped sharply to reduce lead emissions
from automobiles), 'tailor-made' policies
will often be necessary, generally involv¬
ing several different approaches working
in combination with each other. It is also

important to adopt as comprehensive
a view of the externalities problem as
possible, so as to avoid resolving one
problem by creating another. Regulating
fuel efficiency standards for automo¬
biles, for example, may decrease fuel
consumption per kilometre driven, but
may induce people to use the savings
to drive more kilometres. The net result

6. Managing the Environment: The Role of Economic
Instruments, OECD Publications, Paris, 1994.

on pollution may be negligible - or it
may even worsen the situation.

The international dimension of trans¬

port externalities is also important.
Countries worry that national programmes
designed to internalise the social costs
of transport will simply increase their own
production costs, and that, unless
competitor nations adopt similar policies,
the competitive economic position of
countries which internalise unilaterally
will be undermined. This remains a

powerful political argument against
unilateral internalisation in some coun¬

tries.

If unilateral internalisation is not

politically practical, perhaps some form
of international co-operation might be
possible. Not surprisingly, this problem
is complicated by the fact that different
externalities are perceived differently in
different countries (noise and congestion
problems in the Swiss and Austrian Alps
are valued quite differently than they are
in many other parts of Europe). There
are also formidable institutional barriers

standing in the way of effective inter¬
national harmonisation (negotiating a
common policy even among countries
as closely linked as the European Union

is often a complex matter). More¬
over, the international harmonisa¬

tion of transport externalities is not
the same thing as international
harmonisation of transport policies:
the recent agreement to harmonise
trucking charges among European
countries, for example, contains no
provision for including external
costs in these charges.

In spite of some progress in
recent years in identifying and
quantifying the social costs of
transport, considerable scepticism
remains concerning theirtrue value,
and therefore about the appro¬
priate policy prescriptions for redu¬
cing them. Yet there is a growing
recognition that this scepticism
should not be used to justify
complete inaction. An approach to
internalisation that is based initially

on minimum estimates of damages,
incorporating the judicious combination
of regulatory and price-based tools, and
emphasising the gradual build-up of
public confidence in that approach over
time, seems to offer a reasonable way
forward.
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Who Looks After

the Elderly?

The population of the OECD area
is mid-way through a century of
transition to a more aged

society. Between 1950 and 2050, the
proportion of the population aged 65 or
over may double, from less than 10%
to more than 20%. For some northern

European countries, the aging of the
population has been relatively slow and
drawn-out. In Sweden, for example,
currently the 'oldest' society in the OECD
area, it took 80 years for the proportion
aged 65 and over to double from 7 to
14%. This process, which began earlier
in northern and central European so¬
cieties, is happening more rapidly else¬
where in the OECD area. The same

aging process which took 80 years in
Sweden is likely to take around 60 years
in the United States and just 25 years
in Japan, the most rapidly aging society
in the OECD area.2

This population shift has inevitable
consequences for social programmes,
since pensions and health care will be
required in larger proportions, and as
the relative size of the working-age
population, which has to support these
programmes, shrinks in proportion to the
elderly.

Within this overall change in popu¬
lation age, moreover, a further aging
process is under way, which has been

termed 'the aging of the aged'. The most
rapidly growing segment of the popu¬
lation in most OECD countries is that

aged over 80, which is also that most
likely to require long-term health and
social care today.

Some of the trends within this age-group
are startling. The number of people in
Australia, Canada and Japan aged over
80 is expected more than to treble in
the next 50 years forming (assuming
continuation of current fertility trends,
and recognising that they are almost
certain to change at some point in this
time) 6.0% of the population in Australia,
8.0% in Canada and 8.7% in Japan -
at some time between 2030 and 2040.

Even the 'older' OECD societies, such

as Belgium, Switzerland and the United
Kingdom, are expected to see a virtual
doubling of this very elderly population
in this time, to 8.3, 6.6 and 7.6%

respectively of the population (with the
same caveats). Today the United States
has fewer than 7 million people aged
over 80; by 2040 this group is likely
to exceed 23 million people. The number
of centenarians in the United States -

recently (and perhaps inevitably) dubbed

Patrick Hennessy specialises in social policy in the
Social Affairs and Industrial Relations Division of the

OECD Directorate for Education, Employment, Labour
and Social Affairs.

Patrick Hennessy

The long-term care
of dependent elderly people
will be a policy issue with
a far higher profile in the
21st century than now.
A number of trends -

demographic, health, social
and employment -
are combining to create
a growing demand for care,
together with a diminishing
capacity to provide it
in traditional ways.1

the 'new super-old' in the US press -
could exceed 1 million before the mid¬

point of the 21st century. And the trend
is not showing any signs of slowing
down; indeed, government statisticians
are regularly revising the forecasts of
the very elderly population upwards.

More Years

or Better Health?

These trends ought to be a cause for
congratulation. Humankind has, after all,
spent rather a long time arriving at a
point where virtually all people can
anticipate a long life leading to a natural
conclusion. And many countries outside
the OECD which are struggling to reduce
child-mortality rates would appreciate
the irony of agonising over longer lives
as if it were itself a terrible burden.

Yet in one sense it may be that the
more pessimistic commentators are right.
The industrialised countries have been

increasingly successful at keeping their
citizens alive for longer, but have they
been equally successful at keeping
people healthy for longer, in order to
enjoy this longer life? There has been

1 . Caring for Frail Elderly People: New Directions
in Care, OECD Publications, Paris, 1994.

2. R. L Kane, D. M. Radosevich, and J. W. Vaupel,
'Compression of Morbidity: Issues and Irrelevancies',
in R. L Kane, J. G. Evans and D. MacFadyen (eds.),
Improving the Health of Older People: A World View,
WHO/Oxford University Press, 1990.
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many years

the pre- and

a lively scientific debate 5
among medical scient- S
ists and statisticians on 1

this issue for some years |
now, since an article in »

the New England Jour- 1
nal of Medicine3 in 1 980

predicted that 'compress¬
ion of morbidity' would
soon emerge; that is,
that people's chronologi¬
cal lives would arrive at

an average span which
could not be exceeded,

while their healthy lives
were getting steadily
longer. Trying to predict
health status into the

future is a hazardous

occupation, since cur¬
rent health trends

among the elderly them¬
selves reflect events

ago - as far back as
post-natal care of current centenarians

in the later 1 9th century -and the lifetime
health experiences of people today are
very different and not entirely predict¬
able.

Most scientists working in this area
now believe that, in the event, only one
half of the prediction of 'compression
of morbidity' has so far occurred; that
is, the average age of onset of disability
continues to be pushed back. The
'disability-free life span' has therefore
increased in most industrialised coun¬

tries. Younger elderly people are now
more healthy and less disabled than
hitherto, and this trend is continuing,
slowly, into later years. But the other
half of the prediction has not materi¬
alised. Natural life-span has not, as
anticipated, stabilised around the late
80s, but continues to increase. In short,

disability-free lives are increasing, but
not as fast as natural lives, and for this

reason the average span of disability
in old age is continuing to increase in
most countries for which this analysis
is possible.4

This is a fairly alarming prospect for
the potential use of services, given the
relatively high demand for care which

sdfth.

Younger elderly people are now healthier than hitherto, a trend continuing - slowly - into later
years.

is already seen amongst very elderly
people. If this trend were to continue,
it would mean that the growth in the
demand for services would be even

stronger than that implied in the popu¬
lation forecasts now available. Yet there

is no reason to suppose that medical
science will stand still during the next
few decades, and discoveries which
delayed or reduced the effects of the
most common disabling conditions in old
age would make a dramatic difference.
Medical scientists have already isolated
the chemical reactions within the brain

which trigger Alzheimer's disease, a
condition which causes dementia and

which is one of the most severely
disabling conditions in old age. A 'cure',
or even a means of predicting and
delaying the onset, could dramatically
reduce the demand for long-term health
and social services for the elderly.

One necessary condition for such
discoveries is that medical science,

and those who support it financially,
recognise that it is not only the killer
diseases - such as cancers and heart

disease - which should now be a top
priority for scientists, but also those
which reduce the capacity to live inde¬
pendent lives. The available funding for
research into these disabling conditions

is far below that devoted

to the 'headline' killer

diseases. That is, per¬
haps, partly because the
donors are driven to

some extent by igno¬
rance or personal pre¬
occupation - they and
their contemporaries fear
cancer but not condi¬

tions affecting much older
people - but it may also
be partly because
people have been con¬
ditioned to see disability
in old age as 'natural'.
Success to date in push¬
ing back the onset of
disability shows that this
state of affairs does not

have to be so, and
that a healthier and dis¬

ability-free old age should be a new goal
in health-care policies.

The Life-styles
of Very Old People

While the numbers of very elderly
people have been increasing, their life
style has also been changing into a
pattern which is quite different from
previous years, and which is largely a
new phenomenon. Older people have
always lived apart from younger gen¬
erations to some extent, but frequently
only until one partner dies, when they
move to share housing with adult children.
With increasing frequency, older people
are now continuing to live separately
and alone.

The extent of this trend varies between

OECD countries, but is observable in

virtually all of them (Figure). In those
societies where it is most marked, in

northern and central European coun¬
tries such as Denmark, Germany and
Sweden, very few elderly people - fewer
than one in 10 at any one time - live
with anyone other than their wife or

3. J. B. Fries, 'Aging, Natural Death and the Com¬
pression of Morbidity', New EnglandJournalofMedicine,
Vol. 303, No. 3, 1980.

4. J.-M. Robine, M. Blanchet and J. E. Dowd (eds),
Health Expectancy, HMSO, London, 1992.
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husband. One of the OECD countries

where this pattern is least readily
observed, as yet, is Japan, where a
three-generation household traditionally
has been the norm. But even here the

proportion of elderly people living with
their adult children fell by 1 5 percentage
points in 30 years. In Spain it fell by
over 20 percentage points in less than
15 years. The indications are that when
incomes, housing and attitudes reach
a critical point, the social change to
separate living happens very quickly -
within one or two generations.

The elderly people who find them¬
selves requiring some care to continue
this more independent life are, therefore,
likely to receive it in the first instance
from their (elderly) wife or husband, if
they are still married, or otherwise to
have to rely on a 'care-giver', either
another family member or an employee,
to help them where they live alone. It
must be a question whether this 'inde¬
pendent but dependent' life style - which
elderly people and their sons and daugh¬
ters now increasingly prefer - can be
maintained when there are more and

more elderly people requiring some care.
One necessary change may be in

housing. In general, housing seems to
be designed either for a couple with
children, in the case of a house or larger
apartment, or for one ortwo self-sufficient
younger people, if a smaller apartment.
Housing for the elderly is largely con¬
ceived as consisting of small numbers
of specially built apartments in a central
complex. But too little thought seems
to be given to the importance of de¬
signing or adapting all housing to suit
older people when their capacity for
self-help may be impaired; and when
more and more can start planning their
90th birthday parties, this is no longer
a minority interest.

Attitudes to those forms of housing
habitually termed 'institutions', such as
nursing homes, may also have to be
adjusted. The word conjures up an image
of impersonal, mass-produced care,
delivered in a public space by an
anonymous uniformed staff. Longer lives
may mean that new independent

life-styles have to be adapted in very
old age - adapted, but not given up
entirely. In Denmark and Sweden, for
example, traditional old people's homes
are being modified to provide individual
apartments, furnished and equipped with
the resident's own possessions, and
where family members and friends visit
and participate in meal times and other
activities as they would if the elderly
person lived in a 'normal' apartment.

Another challenge is to find ways of
supplying care in a sheltered environ¬
ment which does not have any of the
features normally associated with 'insti¬
tutions'. An independent living space
within a larger, supportive environment
may then be seen as preferable to an
isolated life where even the weekly
shopping has to be brought in, and where
perhaps the main social contact is the
municipal home-helper who calls a few
times a week.

Who

Will Care?

Other social changes may affect the
capacity of industrialised societies to
supply care to elderly people. Will the
'dutiful daughters' of yesteryear be
available and willing in such numbers
to look after elderly parents and
parents-in-law as before?

The number of women who are of an

age to support elderly parents - say,
between 45 and 65 - is diminishing in
proportion to those aged 80 and over,
and will continue to do so. Beyond this
statement of simple arithmetic, hypo¬
theses are easier to come by than
observable trends. For example, be¬
cause families are now smaller on

average, will there inevitably be less care
given to those who require it? There
may be fewer children but they are more
evenly 'shared out' among elderly people,
because more people now marry and
have some - although fewer - children
than at the beginning of the century.
In earlier years most families had
unmarried elderly male or female rela¬
tives to provide help for, in addition to
parents; this is far rarer now. Similarly,

does the higher divorce rate mean that
fewer elderly people will have children
available to care for them? Not necess¬

arily: the re-marriage rate among di¬
vorced people is high, and re-married
people tend to have even larger families
than those who marry only once. On
the question of whether ties of obligation
will be reduced in such families, one

approaches the point where a crystal
ball would be more use than a social

survey.

Some changes in life-style seem more
obviously related to the capacity to care.
Far more women in the 'caring' age group
are now in paid employment, and changes
in the job market seem to be creating

Figure

ELDERLY (65+) LIVING ALONE

% of the elderly population

Source: OECD
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even more work which at¬

tracts female rather than

male workers. This devel¬

opment must reduce the
'caring capacity' of OECD
countries, and it also puts
far more pressure on the
smaller number of women

who are available to care,
but who also have to retain

their employment. The
concept of women's 'double
burden' - child-care and

employment - is familiar;
and it seems that a new

double burden awaits them

when their children are in¬

dependent. As elderly par¬
ents will live longer, this
burden stretches well into

'retirement' years. And
when the parents and
parents-in-law have passed
on, many husbands will be
becoming a little frail.

But what about the men? At first sight,
with the involvement of men, caring
capacity could be, even ought to be,
doubled at a stroke. But will it happen?
The evidence of the degree of change
in traditional divisions of household tasks

over the last 30 years is not very
encouraging. The redistribution of un¬
paid household tasks has nowhere near

matched the rate of change in employ¬
ment patterns. After a ten-year search,
the advertisers of washing powder and
disposable nappies have given up looking
for the 'New Man'. If he is slow to appear
when household tasks have to be carried

out for children, he seems even less
likely to respond to a distress call from
his mother-in-law.

Beyond the family, all OECD countries
also have care services, of course, in
which people are employed to provide
care, either in nursing homes or other
communal settings, or to visit and tend
elderly people in their homes. In many
countries, substantial proportions of the
most elderly age groups rely on these
sources. In Sweden, over half of people
aged 80 or over receive some formal
care, in three cases out of four in the

The elderly who require care are likely to receive it in the first instance from their
wife (or, more rarely, husband) - who isn't young either.

form of home help. The very oldest
frequently require continuous care in a
sheltered setting. In Norway, for ex¬
ample, over 50% of those aged 95 or
over live in a nursing home. But a number
of countries are concerned that, even

with the less-than-full employment now
experienced, there will be insufficient
people of the right age and gender to
undertake the additional employment
that these care services require. A
pattern is emerging in some countries
of focusing more formal services on the
most elderly and disabled, and leaving
the family to provide more care for those
who are less disabled.

Services that provide care for elderly
people, as also child-care, also support
women in the labour market. Attempts
to reduce such services in Sweden have

met strong opposition mainly, but not
only, from women. While the answer to
the question of who will care remains
cloudy, it is a policy issue of growing
significance and louder debate. There
are no easy answers, and a lot of widely
held social attitudes and assumptions
may well be challenged in the 21st
century, as the apparently 'minority

issue' of long-term care moves
centre-stage.

The growing demand for
long-term care will test the
capacity of OECD health and
social-protection systems to
adapt themselves to this new
call on social and economic

resources. In many industr¬
ialised countries this issue is

already becoming central in
the social-policy debate. The
OECD is analysing the ad¬
aptation of policies in order
to improve the understanding
both of the available options
and to evaluate the success

(or otherwise) of the innova¬
tions in policies and services
which are being introduced
in many OECD countries.
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Mapping
Industrial Activity

Dianne Dobbeck and Wendy Woods

The OECD has recently con¬
structed two internationally
comparable databases - STAN

(the Structural Analysis database) and
ANBERD (Analytical Business Enter-

Dianne Dobbeck and Wendy Woods work in the
Economic Analysis Division of the OECD Directorate
for Science, Technology and Industry.

prise Research and Development data¬
base). These databases now make it
possible to provide, for a number of
OECD countries, indicators of industrial

performance that offer detailed sectorial
information, thus allowing an examina¬
tion of industries which are particularly
sensitive to trade and technology, such

as computers, aircraft and pharmaceu¬
ticals. The indicators examined here

cover four broad categories: investment
in research and development (R&D),
employment, international trade and
structural change. The countries are
Australia, Canada, Denmark, Finland,

France, Germany, Italy, Japan, the
Netherlands, Norway, Sweden, the United
Kingdom and the United States. To¬
gether, they account for over 85% of the
OECD gross domestic product and
more than three-quarters of OECD
exports.2

Although the dominance of the United
States in manufacturing has declined
over the past two decades - and much
has been written about the demise of

the US manufacturing base and its loss
of competitiveness - the United States
still enjoys a considerable lead in many
sectors and a commanding position in
some high-technology sectors, in par¬
ticular in aircraft, despite increasing
competition. In many industries Japan
has narrowed the gap with the United
States, taking the lead in most of the
sectors where the US position has
faltered. During this period, its rate of
growth in the manufacturing sector, as
measured by value added, was nearly
twice as high as its competitors, which
allowed for the significant structural
realignment of investment, employment,
exports and output away from low-
technology sectors (such as textiles,
wood and food) and into medium- and
high-technology ones (in particular, motor
vehicles, computers and communica¬
tions equipment).

In view of the economic shifts that

have occurred in the United States and

Japan over the last two decades, the
six European Community countries
examined -Denmark, France, Germany,
Italy, the Netherlands and the United
Kingdom - have as a whole had

1 . Manufacturing Performance: A Scoreboard of
Indicators for OECD Countries, OECD Publications,

Paris, 1994.

2. Structural Change and Industrial Performance,
OECD Publications, Paris, 1992.
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Figure 1

R&D INTENSITIES AND STIBERDs, 1988
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remarkably stable manufacturing per¬
formance. Germany and, to a lesser
extent, France maintained

their positions according to
most indicators, while Italy
improved its standing in
many of them, and the
performance of the United
Kingdom often declined.

The economies of Aus¬

tralia, Canada, Finland,

Sweden and Norway, which
are typically thought of as
specialising in natural-
resource industries such

as paper, wood and food

appear to have pursued a
dual strategy of deepening
their specialisation in these
industries while also devel¬

oping strength in more tech¬
nologically sophisticated in¬
dustries such as commu

nications equipment and pharmaceuti¬
cals (Table 1).3

Investment

in R&D

Investment in research and develop¬
ment (R&D) fuels innovation and raises
the technological sophistication of manu¬
facturing processes. The amount of R&D
undertaken in an industry is often an
indication of potential growth, product¬
ivity gains and competitive advantage.
Investment patterns in R&D are most
clearly analysed within a country using
R&D shares - which show the distri¬

bution of R&D expenditures between
industries - and across countries using
R&D intensities.

For most of the 13 OECD countries

involved, R&D expenditures tended to
be concentrated in five industries: air¬

craft, motor vehicles, communications

equipment, computers and pharmaceu¬
ticals. What differed significantly across
countries was the percentage of R&D
that was undertaken exclusively in these
industries. The United States undertook

73% of all of its 1990 business R&D

here, while Japan and the Nordic coun¬
tries (Denmark, Finland, Norway and
Sweden) had the least, with less than
a half of their R&D. Japan's R&D was

Table 1

INDUSTRY GROUPINGS BY TECHNOLOGY AND PAY RATES

High Technology Medium Technology Low Technology

High Wage Pharmaceuticals Chemicals2 Petroleum Refineries

Aircraft Motor Vehicles

Computers

Medium Wage Communications Equipment

Instruments

Rubber

and Plastic Products

Non-ferrous Metals

Paper
Stone, Glass and Clay

Iron and Steel

Non-electrical Machinery Metal Products

Shipbuilding

Low Wage Electrical Machinery' OtherTransport Equipment Food, Beverages
and Tobacco

Other Manufactured Goods Textiles, Apparel
and Leather

Wood Products

and Furniture

1 . Excluding Communications Equipment.
2. Excluding Pharmaceuticals.

distributed relatively evenly across all
industrial groupings, and the Nordic
countries, with their strong bases in
natural resources, undertook approxi¬
mately twice as much R&D in the
low-technology sectors as found on
average across these 13 OECD coun¬
tries.

The intensity of R&D expenditures -
the proportion of production (gross output)
invested in R&D - is one measure of

the technological sophistication of indus¬
tries. All 1 3 countries increased the R&D

intensity of their manufacturing sectors
between the 1 970s and the 1 980s, some

dramatically - Italy and Japan more than
doubled it.

The United States had the highest
R&D intensity for total manufacturing and
the group of high-technology industries
during the period, largely a result of the
enormous amount of R&D performed in
one industry: aircraft. In 1 990, the United
States accounted for three-quarters of
all the R&D performed in aircraft
manufacturing in the 13 countries, mainly
because of the scale of government
defence and space projects.4 Conversely,
Germany and Japan displayed relatively
low intensities in the high-technology
industries, even though their total
manufacturing R&D intensities were
higher than in every other country ex¬

cept the United States and
Sweden.

The countries with strong
natural-resource bases and

thus relatively higher shares
of R&D in the lower-tech¬

nology industries, such as
Canada and the Nordic coun¬

tries, generally had lower
overall R&D intensity. That
is not surprising: this tradi¬
tional measure favours coun¬

tries whose economies are

oriented towards the

high-technology industries
and places countries with

3. Structural Adjustment and Eco¬
nomic Performance, OECD Publica¬

tions, Paris, 1987.

4. Research and Development in Indus¬
try: 1989, National Science Foundation,
Washington, DC, 1992, Table A-4.
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Figure 2

MANUFACTURING EMPLOYMENT,
1970 AND 1989
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large endowments of natural resources
or a comparative advantage in
low-technology industries at a disadvant¬
age.

An alternative measure of R&D inten¬

sity, structurally adjusted business en¬
terprise R&D intensity (STIBERD), pro¬
vides a different look at the performance
of R&D by adjusting for the existing
industrial structure in each country. This
indicator produces a much different
ranking of the R&D efforts in the 13
countries (Figure 1). Canada and Den¬
mark move up the ratings because they
concentrate more of their R&D in the

low-technology sectors, where they have
large shares of value added. Italy remains
at the bottom because, in addition to

being less R&D-intensive on the whole,
it is less R&D-intensive in the sectors

that are most important in its economy.

Trends

in Employment
Manufacturing employment in these

13 countries declined by 8%, represent

ing a loss of 5.6 million jobs between
1970 and 1990. Most of this fall was

concentrated in the six European Com¬
munity countries, where employment fell
by nearly 20%. The decline was largely
attributable to the reduction of employ¬
ment in the textiles, apparel and leather
industry, where almost two million jobs
disappeared. Of these six countries,
manufacturing employment declined
most in the United Kingdom, dropping
in practically every industrial sector
(Figure 2).

The North American countries and

Japan also experienced decreases in
employment in the low-technology in¬
dustries, in textiles in particular, but this
decline was offset by growth in many
of the medium- and high-technology
ones, such as chemicals and computers.
This growth resulted in a net gain of
almost 486,000 jobs in the United States
and Canada and 288,000 jobs in Japan.
The shift in employment towards the

high- and medium-technology industries
is especially important because these
industries generally have higher rates
of pay and other advantages (Figure 3).

Two broad generalisations can be
made about these rates of remuneration.

The first is that the extent to which they
vary from industry to industry differs
substantially between countries. The
variation tended to be wider in countries

such as the United States, Japan,
Australia or Italy which have strong
specialisation in certain industries; in the
Scandinavian countries and in the

Netherlands, there is little variation. The

second generalisation is that countries
with a high degree of variation between
industries are seeing pay differentials
reduced, and in countries with less

variation the differentials are growing.
Labour productivity, defined as real

value added divided by employment, has
grown in all of the 13 countries over
the last two decades, although erratically

Figure 3

EMPLOYMENT SHARES BY INDUSTRY FOR 13 COUNTRIES,1 1988
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Kingdom, United States.

Source: OECD
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RECONCILING

DIVERGENT DATA

The STAN Database for Industrial Analy¬
sis is an estimated database that was

created to fill the gap between detailed
data collected through industrial surveys,
which lack international comparability, and
national-accounts data that are interna¬

tionally comparable but only available in
fairly aggregate form.

Survey data have the advantage of
having the best industrial detail but
suffer from relatively poor international
comparability since the sampling cover¬
age and definitions tend to differ between
countries. The Italian survey data, for
example, include only businesses with 20
or more employees, resulting in manu¬
facturing value added which is about one-
third less than the corresponding Italian
national-accounts figure, which reflects all
businesses.1 Survey data on value added
for the United States include purchased
services - which causes the manufact¬

uring value added measured by survey
concepts to exceed the national-accounts
figure by nearly a third. If a ratio of labour
productivity in manufacturing is calculated
between Italy and the United States
using survey data, Italian labour pro¬
ductivity in 1987 appears to be only 0.6
that of the figure in the United States.
If, however, this ratio is calculated using
data compatible with national accounts,

a more reliable figure of 0.9 is obtained.
The difference between the two estimates

is 50%.

The STAN Database for Industrial

Analysis provides internationally com¬
parable data that are compatible with
national-accounts standards. It reflects

general trends and captures the relative
relationships that prevail between indus¬
tries. It is a useful tool in economic

research and analysis and can be used
to create internationally comparable in¬
dustrial indicators and allow detailed

industrial modelling.

1. Industrial Structure Statistics, OECD
Publications, Paris, 1993.

and in a markedly sector-specific manner.
The highest rates of productivity growth
often occurred in fabricated metal pro¬
ducts, chemicals and the textile group.
Japan and Finland stand out as having
the highest rates of increase, both more
than doubling their productivity rates
from the 1970s. The United States and

the United Kingdom have also seen large
increases, of 75% in each instance. The

United Kingdom was unique in that its
productivity increased in the 1970s
because a decline in employment
exceeded the fall in output. In Japan,
the gains were ascribable solely to
increases in output, while in Finland and
the United States they were the result
of output growing faster than employ¬
ment.5

International

Trade

The importance of international trade
in the manufacturing sector of all 13
economies has increased dramatically.
Manufacturing exports to the rest of the
world rose from $1 72 billion to $1 .9 trillion
between 1970 and 1990 and manufact¬

uring imports from the world to these
countries rose from $146 billion to $1.8
trillion.

In 1990 Germany and the United
States dominated the exports of manu¬
factured goods, capturing 21 and 17%
respectively of total exports from the 1 3
OECD countries to the world. Germany
saw slight gains in its total manufacturing
and medium- and low-technology export
market shares over the 20-year period.
It remained the leading exporter of motor
vehicles and non-electrical machinery,
with approximately a quarter of these
markets. The United States remained

the largest exporter in high-technology
industries, despite a fall of 1 6 percentage
points, a large part of which was because
of a big drop in computers, mitigated
by the commanding role maintained by
the aircraft sector. German and Ameri¬

can dominance in export markets was
challenged by Japan. Japan made the
biggest gain in total market share of
manufacturing exports because of gains
in high- and medium-technology indus¬
tries such as motor vehicles and com¬

puters (Table 2).
The indices of revealed competitive

advantage (RCA) measure export
specialisation of countries, in particular
industries, relative to the average pattern
of manufacturing exports of all 13

countries. These indices were relatively
stable between 1970 and 1990 for the

13 OECD countries studied, reflecting
the fact that the distribution of each

country's exports moved in the same
direction as the shifts that occurred on

average across these 13 countries.
Although all countries exhibited some
change, Japan had the largest shifts.
Japan's RCA index grew in the highl¬
and medium-technology industries and
fell substantially in the low-technology
industries. The United States, while

showing a slight drop in its index for
high-technology, maintained its leading
position with an index of comparative
advantage that was 50% higher than the
average.

While Japan was expanding its share
of exports to world markets and showed
improvement in most of its revealed
comparative advantage indices, its import
penetration was increasing only slightly.
Imports accounted for a little more than
6% of total Japanese domestic demand
in 1 989 - an increase of two percentage
points between 1970 and 1989, which
contrasts with the other 12 countries

studied, where import penetration rose
sharply. The strongest increase was
seen in the United States where manu¬

facturing imports more than tripled as
a proportion of demand. Import penetra¬
tion also changed dramatically in several
of the European countries, doubling in
France, Germany and the United King¬
dom.

Although the majority of countries had
dramatically different import penetration
ratios across different technological
groupings, Japan's ratio was similar for
all sectors. In most of the 13 countries,

substantially higher degrees of import
penetration were found in medium- and
high-technology industries. Import pene¬
tration in Japan in the high-technology
industries was 5.4% in 1 989; in the
United States it was more than three

times this figure. The rates for the
European countries in 1989 were even
higher, in large measure because of
strong intra-EC trade. France, Germany,

5. See also pp. 30-31.
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Italy and the United King¬
dom all had rates of

23-42% in the high-
technology industries. A
much larger percentage of
demand was satisfied by
domestic products in
low-technology industries
such as food, drink and

tobacco, wood, cork and

furniture, and -for all coun¬

tries - shipbuilding.

Structural

Change
When measured in cur¬

rent prices the contribution
of the manufacturing sec¬
tor to GDP declined in

every country. In 1970, it
accounted for approxi¬
mately a quarter of the
economy in the 13 coun¬
tries, from a high of 38% in
Germanytoalowof 19% in
Denmark. In 1989 it

accounted for 1 5-29%, with the lowest

percentage in Norway and the highest
in Japan. By way of contrast, these
changes are somewhat less startling
when measured in constant prices,
which allow for varying price changes
across the different sectors of the

economy. In Japan the share of manu¬
facturing actually increased, while it
remained stable in the United States,

Denmark and Italy.
The shares of Japan and Italy in the

total manufacturing production of all 13
countries increased, as also did those

of Canada, Finland and Norway. These
gains came at the expense of the shares
held by Germany, the United Kingdom
and the United States. The production
share of the United States shrank more

than any other country's, particularly in
computers and motor vehicles - sectors
in which Japan showed strong gains.
Nonetheless, the United States was still

responsible for almost two-fifths of all
production in manufacturing in the 13
OECD countries in 1989. As a group,
the six European Community countries

Table 2

EXPORT MARKET SHARES1 AND IMPORT PENETRATION,2
1970 AND 1990

High Technology Medium Technology Low Technology

1970 1990 1970 1990 1970 1990

Canada 3.9 2.8 8.9 5.9 7.0 6.1

42.2 63.4" 42.9 53.3 a 12.1 16.8'

France 7.7 8.7 8.5 10.0 10.7 12.1

21.6 31.6b 19.7 34.1 " 10.7 21.4

Germany 17.7 16.2 23.1 24.7 15.0 17.9

74.9 37.0 c 17.2 29.5 c 11.1 20.9 c

Italy 5.5 5.1 7.1 7.7 8.5 12.8

16.2 22.8 d 23.6 28.9" 11.6 15.7 ^

Japan 13.2 21.1 8.5 16.9 13.2 7.1

5.2 5.4 ' 4.5 5.9 c 3.0 6.6 c

United Kingdom 10.5 10.2 11.9 8.5 8.9 8.5

17.4 42.4' 39.4' 12.4 19.8'

United States 31.1 26.3 21.7 15.4 13.4 13.3

4.2 18.4 = 5.6 18.5C 3.8 8.8 c

.. not available.

1 . Export market shares are calculated across 13 OECD countries; thus he seven

shares presents d here do not equal 100.

2. Import penet ation in italics

a. 1988.

b. 1986.

c. 1989.

d. 1987.

Source: OECD

maintained a relatively stable position,
losing only a share point - 1% of the
total - over the period; but important
changes occurred within this group of
countries. The wide differences in shares

that existed in the 1 970s between Italy,
the United Kingdom and France were
reduced significantly, resulting in 1989
in very similar shares.

The structural changes that occurred
within each country are most obvious
in the change in the distribution of value
added between industries. Most coun¬

tries are moving out of the low-technology
industries and also out of those that use

natural resources intensively (as in food,
textiles and wood products) and into the
high- and medium-technology, scale-
intensive and science-based industries

(fabricated metal products and chemi¬
cals). As with investment and employ¬
ment, Japan exhibited the largest amount
of structural change with an index nearly
twice as large as the next closest
country, Denmark. The United States
ranked third in the overall rate of

structural change, with the bulk of this

change occurring in the
1980s, when the rate of

change was nearly double
that of the 1970s.

These 13 countries have

experienced a convergence
in investmenttrends in R&D,

rates of pay and rapid
growth in international trade.
They are specialising in the
sectors where they have a
comparative advantage,
often in high-technology
industries. Yet opportu¬
nities in other, less sophis¬
ticated sectors often repre¬
sent a larger share of
employment and output. It
is in these sectors, as well

as the high-technology
ones, that further competi¬
tive challenges amongst
these countries could

emerge.
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What Laws

for Naturalisation?
Nicole Guimezanes

Several OECD countries have recently
modified their legislation on nationality
to take account of the presence of foreign
or immigrant communities within
their territory. The OECD has just completed
a comparative study of the relevant
legislation in its member countries.1

Nationality law in the OECD
countries is based on two

principles: jus sanguinis (right
of blood), which confers nationality on
the basis of descent from a national;

and jus soli (right of territory) which
recognises only a territorial relationship,
through the place of birth. The laws of
different countries combine both criteria

in a variety of ways.
The relative importance of the two

principles varies according to policy on
immigration and integration. Germany,
for example, which has traditionally
preferred jus sanguinis, is introducing
Nicole Guimezanes, who is a professor at the University
of Lille II, recently completed a study on the acquisition
of nationality in the OECD countries for the OECD
Directorate for Education, Employment, Labour and
Social Affairs.

a larger element of
jus soli. The United
Kingdom, on the
other hand, where

jus soli was the
essential principle,
introduced several

elements of jus
sanguinis in 1981.
In the event, there

seems to be a pro¬
gressive conver¬
gence of points of
view across a

number of OECD

countries which ini¬

tially had very dif¬
ferent conceptions
of nationality.

A broad concept¬
ion of nationality
distinguishes be¬
tween attribution,
which occurs auto¬

matically when certain criteria of birth
or descent are met (nationality of origin),
and acquisition (by declaration or ap¬
plication for naturalisation). It should be
mentioned that in the second case the

common-law countries use the term

'citizenship' (as in the Constitution of
the United States), whereas the coun¬
tries of continental Europe and Japan
refer to 'nationality'.

Nationality
of Origin

Some of the countries which use the

jus soli as the criterion for determining
nationality of origin, such as Canada,
Ireland and New Zealand, have written

the principle into their constitution (as

with, for example, the 14th Amendment
of the US Constitution). Any child born
within the territory of one of these
countries will have the nationality of that
country, whatever the parents' nation¬
ality may be. Other countries consider
this to be a primary criterion, but one
which must be supplemented by other
elements, such as the fact that one of

the parents is a national or has per¬
manent residence (Australiaorthe United
Kingdom). Finally, some countries use
this criterion only if one of the parents
was born in the country (Austria or Spain)
or consider it a means of facilitating
naturalisation (Greece).

In order to avoid statelessness, the

principle of jus soli can be extended
to any child found abandoned within a
country's territory (including on board
ships or aircraft flying the national flag
of that state), since it is presumed that
either the child was born there or that

its parents were nationals. The legis¬
lation of certain countries - France and

Japan, for example - specifies that
stateless children born within theirterritory
have the right to nationality.

Generally, residence is not enough to
confer a nationality of origin, but it does
make it possible to acquire the nationality
of the state concerned without necess¬

arily having to go through the process
of naturalisation.

In Austria, Germany and Switzerland
the rule of jus sanguinis is virtually the
sole criterion used to determine nation¬

ality of origin. It should be mentioned
that in these countries, a natural child

has the nationality of its mother, and
acknowledgement of paternity has no

I.The study on which this article is based will be
published shortly.
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effect on the nationality of the child
beyond facilitating naturalisation. Bel¬
gium, Portugal and the United Kingdom
also attach much importance to descent,
but require, in addition to the parents'
being nationals, that the child be born
within the territory.

For most OECD countries, neverthe¬

less, descent is only one of the criteria
used in granting nationality. Except for
a few minor differences, Denmark,

France, Greece, Italy, Japan, Luxem¬
bourg, the Netherlands,
Norway, Spain, Sweden and
Turkey grant nationality to a
child if one of the parents
was a national on the day
of the child's birth.

applicants to appeal against decisions.
Annulment of the marriage does not
generally entail the loss of a spouse's
nationality.

All countries provide for naturalisation
under the responsibility of the govern¬
mental, administrative or judicial authori¬
ties. The procedures vary, even though
there is a certain similarity in the
conditions required of the candidate. The
characteristics of national law can also

play a role here; for example, a country

Acquired
Nationality

France2

Germany

Luxembourg3
Netherlands

Norway

Spain

Sweden

Switzerland

Australia

Canada

There are four general
ways of acquiring nationality:
through marriage, naturali¬
sation, restoration or decla¬

ration. In principle, marriage
has no direct effect on the

nationality of a foreign
spouse, but in most coun¬
tries it makes it possible to
simplify the naturalisation
procedure. In Turkey, only
a foreign woman - and not
a foreign man - has the
option of taking Turkish
nationality at the time of
marriage. Most states re¬
quire the marriage to have
been of some duration - two

years in France and three
years in Ireland, for ex¬
ample - and impose certain
residence conditions. A

number of countries require
spouses to meet further
conditions, to demonstrate

adequate assimilation (command of the
language, for example, in Australia,
Canada, Germany and the United States),
or not to have been convicted of a serious

offence (for instance, in Belgium, France,
Italy, Luxembourg and Portugal). With
the exception of Turkey, states allow

Table

NATURALISATIONS IN SELECTED OECD COUNTRIES,
1988-91

1988 1989 1990 1991 Naturalisation

rate'

European countries
Austria 8,233 8,470 9,199 11,394 2.8

Belgium 1,705 1,878 2,049 1,409 0.2

Denmark 3,744 3,258 3,028 1.9

54,299 59,508 64,976 72,213 2.0

46,783 68,526 101,377 141,630 2.7

917 780 893 0.9

9,110 28,730 12,790 29,110 4.2

3,364 4,622 4,757 5,055

8,137 5,918 7,033 3,752

17,966 17,522 16,770 25,907

11,356 10,342 8,658 8,757

United Kingdom4 64,584 117,129 57,271 58,642

Non-European countries

81,218 119,140 127,857 118,510

58,810 87,476 104,267 118,630

United States 242,063 233,777 270,101 308,058

.. not available.

1 . Naturalisations in most recent year available as a percentage of stock of foreign
population in the year before.

2. Includes acquisitions of nationality by decree or by declaration (mainly as a result
of a marriage or before attaining legal majority). Children acquiring nationality as a
consequence of the parents' naturalisation are included. Automatic acquisitions of
nationality on reaching legal majority by young people born in France to parents
both of whom are foreigners are excluded.

3. Minor children acquiring nationality as a consequence of the parents'
naturalisations are included.

4. Total grants of citizenship (registrations as well as naturalisations).
Source: OECD

such as Germany, where the principle
of jus sanguinis has predominated his¬
torically, facilitates or even grants natu¬
ralisation by right to persons of German
origin. But in general foreigners who wish
to obtain naturalisation must meet a

series of conditions of age, residence

or integration (among which is the
possession of means of subsistence).

First, naturalisation is normally granted
only to a person who has come of age,
although a small number of countries
provides for the naturalisation of minors.
The naturalisation of an adult facilitates

or automatically confers nationality on
dependent minors.

All states impose residence within their
territory as a condition for applying for
naturalisation. The duration varies from

state to state. On average,
states require five years
(France, Japan, United King¬
dom, United States), but Ger¬
many, Italy and Spain require
ten years. This requirement
can nevertheless be reduced

when the alien is a refugee
or is stateless, and in certain
cases can even be waived -

as in France for a foreigner
who has completed military
service in the French army.
It is also the case for persons
living in Turkey who intend to
marry someone of Turkish
nationality or who have in¬
stalled there industrial estab¬

lishments that they formerly
owned abroad.

The possession of adequate
means of subsistence is a

condition only in Austria,
Finland, Germany, Japan,
Portugal and Turkey. When
the applicant has a criminal
record, the gravity of the
offence can delay the natu¬
ralisation process. Some
countries such as France,

Luxembourg, Switzerland and
the United Kingdom are es¬
pecially careful about convict¬
ions for breaches of state

security, while others, such as
Japan, consider the foreigner's political
behaviour. Only Austria, Canada, France,
Greece and the United States expressly
mention in their laws specific restrictions
on foreigners who have been expelled
from, or prohibited from entering, their
territory. Some countries also require

3.5

1.3

5.4

O.f

3.1
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PRINCIPAL LAWS

ON NATIONALITY OR CITIZENSHIP

Australia

Australian Citizenship Act 1948, modified by
the Australian Citizenship Amendment Act
1990 and 1991

Austria

Nationality Act of 1985

Belgium
Belgian Nationality Code, Act of 28 June
1984, modified by the Act of 13 June 1991

Canada

Citizenship Act, 15 February 1977

Denmark

Nationality Act of 27 May 1950, modified by
the Act of 17 June 1991

Finland

Act of 28 June 1968, modified by the Act
of 10 October 1984

France

Nationality Code, Act of 9 January 1973,
modified by the Act of 22 July 1993

Germany
Nationality Act of 22 July 1913, modified
by the Act on Aliens of 9 July 1990

Greece

Nationality Code, Decree-Law of
30 September 1955, modified by the Act
of 5 May 1984

Ireland

Irish Nationality and Citizenship Act 1956,
modified by the Act of 1986

Italy
Nationality Act of 5 February 1992

Japan
Nationality Act of 4 May 1950, modified by
the Act of 25 May 1984

Luxembourg
Nationality Act of 11 December 1986

Netherlands

Dutch Nationality Act of 19 December 1984

New Zealand

Citizen Act 1977

Norway
Act on the Right to Norwegian Nationality
of 8 December 1950

Portugal
Nationality Act of 3 October 1981

Spain
Civil Code, modified by the Act
of 17 December 1990

Sweden

Swedish Nationality Act, 1950

Switzerland

Nationality Act of 29 September 1952,
modified by the Act of 23 March 1990

Turkey
Turkish Nationality Code, 11 February 1964,
modified by the Act of 13 February 1981

United Kingdom
British Nationality Act 1981

United States

Immigration Act 1990 (Title IV)

conditions of good character, which
allows the United States to exclude

drunkards, polygamists, prostitutes,
procurers and adulterers.

The majority of states require a
command of the national language,
which is considered a factor contributing
to assimilation. Some countries do not

expressly impose this condition, but
require a willingness to be assimilated
or integrated - Belgium and Luxem¬
bourg - or an attachment to the country's
institutions (Austria, Germany and the
United States). Moreover, some coun¬
tries require a naturalised person to take
an oath of allegiance (Australia, Canada
and the United States) or to make a
declaration of allegiance (Germany) or
a formal declaration of acceptance of

nationality (Luxembourg). Further, as
nationality can be renounced, it can, by
the same token, be restored in conditions

which are generally comparable to those
of naturalisation.

Lastly, apart from marriage, a number
of states provide for the acquisition of
their nationality through a declaration or
by exercising an option. The most
frequent cases of an option concern
young foreigners who have resided for
a considerable time in the country or
who have family ties there. Under certain
conditions they can opt to take the
nationality of the country in which they
reside. This is so for a child born in

Belgium, for example, or of a foreigner
with one parent who is Belgian by birth.
A foreigner born in France of foreign

parents can take French nationality
between the ages of 1 6 and 21 by making
a declaration to that effect. Foreigners
born in Italy can become Italian by
making a declaration when they come
of age, provided that they have resided
regularly in Italy. They may also take
Italian nationality if one of their grand¬
parents was Italian by birth. Austria is
the only country which considers the
teaching profession to be of such
importance that it allows teachers to
acquire Austrian nationality when they
take up a tenured teaching post in a
university or in a school of fine art.

The complexity of the various laws
on nationality could only be explained
by making a detailed study of the political
and social history of each OECD country.
Generally speaking, in immigration for
settlement countries (Australia and the
United States in particular) nationality
law is based on the birthplace -jus soli.
On the other hand, countries such as

Germany, Japan and Switzerland have
given preference to ties of direct de¬
scent - jus sanguinis - which has often
also been the choice of emigration
countries who wish thus to retain their

nationals and to maintain links with

people who have emigrated. Conversely,
some immigration countries have tried
to integrate the foreigners who reside
within their territory. Over the years a
number of OECD countries have been

progressively modifying their legislation
to reflect the presence of large foreign
communities. The result has been the

de facto convergence of approach.
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Transporting
Natural Gas

Demand for natural gas in
the OECD area is

growing - but most
reserves lie outside

the main consumer

countries. More and more

supplies will therefore
have to be transported
over longer distances,

which, together with
changing structures in

the market for gas, is
focusing attention

on transport.1

OECD countries are increasingly
turning to natural gas as the
fuel of the future. Gas is clean-

burning and can be efficiently trans¬
formed into both heat and electricity. On
top of these environmental benefits, gas
can add to energy security by diversifying
supply.

Gas consumption in the OECD coun¬
tries represents almost half of world

consumption, but reserves in the OECD
area are only about 10% of the total.
The ratios of reserves to annual pro¬
duction range from 12 years in North
America and 29 years in western Europe
to 380 years in the Middle East.2 As
demand grows, therefore, more and

Jonathan Angel works in the Energy Diversification
Division of the International Energy Agency at the
OECD.

more supplies of natural gas will have
to be transported over ever-larger dis¬
tances from outside the OECD region.
The role that transport plays in world
gas markets is thus set to become
increasingly important.

External supplies into OECD Europe,
coming from Russia and Algeria, cur¬
rently make up 30% of the area's total
demand. Russian gas is transported by
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1 , (t»ir

pipeline while supplies from
Algeria arrive both by pipeline
and, as liquified natural gas
(LNG), by tanker. Over 95%
of Japan's consumption is met
by imports of LNG and of this
volume, almost half comes

from Indonesia, with the rest

coming from the United States,
Brunei, Abu Dhabi, Malaysia
and Australia. On top of these
flows, there is trade within

regions, such as from Canada
to the United States and from

the Netherlands, Norway and
Denmark to the rest of Europe.

The energy density of natural
gas is one-thousandth that of
oil - in other words, for the

same energy content, oil oc¬
cupies one thousand times
less volume than gas does
under standard atmo-spheric
conditions. The characteristics MtëjjjfnP?
of gas transport are therefore
very different from those for oil.
The infrastructure required to move gas
calls for vast investments in pipelines
and liqui-fied natural gas facilities that
offer substantial economies of scale. In

OECD countries alone there are about

700,000 km of high-pressure transmis¬
sion pipelines - enough to circle the
earth more than 17 times - and over

21/2 million km of low-pressure distribu¬
tion pipelines. Forthe cost of transporting
gas 1 ,000 km from the Norwegian North
Sea to continental Europe, an equivalent
quantity of oil could be shipped twice
around the world. Indeed, the revenues

from transporting and distributing natural
gas represent an estimated 0.7% of GDP
in the OECD area.

By far the most important component
of gas transport costs is the investment
in infrastructure, which is a fixed cost.

Ensuring maximum use of capacity is

y.- f

1. Natural Gas Transportation: Organisation and
Regulation, IEA/OECD Publications, Paris, forthcom¬
ing 1994.

2 Natural Gas in the World: 1993 Survey, Cedigaz
(IFP), Rueil-Malmaison, 1 993. What this type of figure
disguises is the geographical distribution of reserves
within regions and, often, the lack of infrastructure linking
supplies to demand.

crucial to the financial viability of major
new projects, which are almost always
dependent on long-term contracts be¬
tween well-established and financially
secure participants and committing users
to ship specified quantities. In Europe
and the Pacific region contracts usually
last from 20 to 25 years. Even in North
America, where gas sales contracts
generally last under a year, new pipeline
projects are still backed up by long-term
(10-12 year) contracts.

There is some inter-regional trade of
LNG from North Africa to Europe and
the United States, and from the United

States and the Middle East to Japan.
But the high costs of transporting gas
over large distances have done much
to restrict such trade and gas markets
remain regionally oriented. The different
market structures in each region result,
to a large extent, from transport con¬
siderations.

Figures from the United States illus¬
trate the importance of transportation
costs where average end-user prices are
broken down as follows: production 40%,
transmission 20% and distribution 40%.

In Europe, transmission and distribution
can account for up to 70% of average
end-user prices. The prospect of sup¬
plies being transported over ever-larger
distances highlights the importance of
understanding how these costs arise and
how they can be managed.

Changing
Market Structures

The economies of scale obtained in

the transport of gas have been one of
several factors leading to the develop¬
ment of monopolies, as they have with
electricity, water and telecommunica¬
tions. Building parallel facilities to serve
the same markets is not normally an
efficient use of capital. In recent years,
interest has focused on finding ways of
organising and regulating the gas in¬
dustry to promote competition in supply.
Efforts have so far hinged on either
broadening access to existing transport
infrastructure or allowing companies to
construct their own pipelines.

The first country to bring competition
to its gas markets was the United States,
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where the introduction of access rights
to interstate pipelines followed by the
separation of transportation and trading
activities - 'unbundling' - has trans¬
formed the industry. Previously, verti¬
cally integrated companies bought, trans¬
ported, stored and managed supplies
before selling to local distribution com¬
panies and consumers. Now producers
enter into supply contracts directly with
distribution companies and large con¬
sumers, and gas marketers trade in gas
supplies without any of them necessarily
owning or operating a pipeline. The
industry has been split into pipeline
companies (known as the 'transporters')
and others (the 'shippers'), such as
producers, consumers and trading
companies, who buy transport services
from the transporters. Similar changes
have been taking place in Canada and,
more recently, in the United Kingdom,
Australia and New Zealand.

In Germany, where transmission and
distribution companies are not inte¬
grated, a new company has recently
entered the transmission business by
building its own pipeline system across
the country to transport mostly Russian
gas. But within the European Union as
a whole there has been a fierce debate

over the merits of opening-up access
to pipelines as an element in creating
an internal energy market in which
competition between suppliers and
between fuels are all-important.

The idea of unbundling is to create
price transparency and to create a 'level
playing field' for competition in gas-trad¬
ing activities and, in some cases, also
in the transport business. In the United
States, this move has involved pipeline
companies separating their trading and
transporting activities into separate firms.
The latest proposals by the European
Commission are limited to the unbundling
of accounts within a single firm. The

3. World Energy Outlook, IEA/OECD Publications,
Paris, 1994.

4. In line with its goals of promoting free and open
markets, together with energy security and environ¬
mental protection, the IEA will be examining the outlook
for natural gas in detail and assessing the issues
affecting its long-term security of supply in a study
to be undertaken in the course of 1994-95.

drawbacks of unbundling include a loss
of operational flexibility resulting from
a web of contractual obligations, which
in turn can lead to requirements for
additional infrastructure capacity, par¬
ticularly for storage. In the United States,
regulatory authorities have found that
the advantages of competition outweigh
the drawbacks of unbundling, though
that does not necessarily imply the same
result would hold in other regions.

Historically, transporters and traders
have brought gas to markets without
distinguishing the price of transport from
that of the gas itself. In this case,
transporting the gas is a cost that is
recouped in the final sale price of the
gas and for which explicit tariffs are
unnecessary. In Europe, new pipelines
have typically been built by the trans¬
porters/traders for their own use. Where
transport is offered as a separate ser¬
vice - as in an unbundled market

structure -tariffs have to be set between

shippers and transporters.
Where there is no direct competition

between transporters, tariff regulation
has been seen as necessary to prevent
transporters from exercising their market
power. In the United States and Canada,

tariffs are set by the regulatory authori¬
ties under clear procedures, and in the
United Kingdom tariff regulation is based
on limiting the overall revenue of the
transporter rather than prescribing spe¬
cific price categories, although most
countries do not subject gas transport
as a separate activity to detailed regu¬
lation. Tariff regulation is not necessarily
an ideal answer to the lack of compe¬
tition. It remains an intervention into gas
markets that can become heavy and
bureaucratic.

When a shipper has to transport gas
through a third (or more) country be¬
tween the supplier's and consumer's
country, it makes a payment either to
the transit country or to a transporter
there - a compensation for rights-of-way
and, if the pipelines are not owned by
the shipper, for transport.

In 1992, 45% of imports to western
Europe had to pass through at least one
non-OECD country. The break-up of the

USSR has increased the number of

countries through which gas must transit
on its way to western Europe. Pipelines
from Russia into Germany, for example,
pass through the Ukraine, the Czech
Republic and Slovakia. Exports by
pipeline to Europe from Algeria pass
through Tunisia before crossing the
Mediterranean to Italy. The new pipeline
from Algeria to Spain will transit Morocco.

As recent disputes over transit through
the Ukraine have underlined, the in¬
crease in the number of transit countries

can complicate the supply chain. Sup¬
plies to the Ukraine pass through the
same pipelines as almost all Russian
gas destined for Europe. The disputes
have highlighted the fact that, with the
exception of the Transit Directive of the
European Union and certain bilateral
treaties, there is no binding international
legislation governing transit rights, though
the Energy Charter Treaty, a draft of
which is now being discussed by some
50 countries, may answer some of these
concerns.

The forecast growth in OECD con¬
sumption of natural gas - demand
estimated to rise by some 50% between
now and 201 03 - represents a large
opportunity for the gas industry in OECD
countries, but this growth is dependent
on the development of new and more
costly supply sources and transport
routes which in some cases may have
to cross politically sensitive zones.4 The
challenge for the gas industry will be
to get these projects off the ground, but
at a price to end-users that remains
competitive with other fuels.
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Productivity
in Perspective

A. Steven Englander and Andrew Gurney

Increases in productivity are the main determinant of economic growth, and thus
of increases in living standards. Rapid growth in the OECD economies in the 'Golden Age'
between 1950 and 1970 was made possible by high rates of productivity growth. But since
then it has slowed markedly. What has caused this slowdown, and what, if anything, can be
done to restore the high rates of productivity growth achieved in the early post-war years?

Economic theory has identified a
number of factors that appear
to be associated with the rapid

growth of productivity. A particularly
important one is the extent of 'human
capital', or the skills possessed by the
labour force. Productivity improvements
can arise from adapting existing tech¬
nologies or from inventing new ones.
In both cases, the labour force will have

to adapt to new methods of production,
which will often require new skills.

The term 'human capital' thus refers
not only to existing abilities, but also
to the capacity of the labour force to
adapt to new techniques. The meas¬
urement of human capital is therefore
difficult, although assessing the average
standard of education serves as a good
proxy. And indeed, international com¬
parisons confirm that countries which
have the highest rates of productivity
tend to be those with high standards
of education and training.

A number of studies have suggested
that other types of capital accumulation
are also associated with rapid product¬
ivity growth. There are correlations
between productivity growth and the rate
of investment in machinery and equip¬
ment, and between productivity growth
and the volume and extent of various

types of 'infrastructure capital' (for ex¬
ample, transport and communications
networks). Some economists have
argued that there is an exceptional rate
of return to investment in infrastructure

capital, which would therefore justify
government subsidy. But correlation
does not imply causation. It seems more
likely that since capital accumulation is

A. Steven Englander works in the Money and Finance
Division and Andrew Gurney in the Economic Pro¬
spects Division of the OECD Economics Department.

the means by which many improvements
in productivity are achieved, productivity
growth and capital accumulation both
ultimately respond to the ability of
economies to generate and implement
new production processes. The argu¬
ment for general government subsidy
is therefore questionable, although there
may well be particular projects where
social returns are sufficiently higher than
private returns to justify a subsidy. For
example, subsidy of public transport in
major urban areas may have a high
social return if it leads to a significant
reduction in congestion.

Research and development (R&D) is
another important source of improve¬
ments in productivity, although the returns

to spending on R&D are often uncertain.
Some commentators maintain that this

unpredictability leads to a sub-optimal
amount of R&D. The strength of this
argument depends on the extent to which
companies are able to appropriate the
returns on the R&D they undertake. In
activities in which research directions

are clear, and the expected returns
relatively certain - as, for instance, in
the development of the next generation
of computers - there is little reason to
support R&D by state subsidy. More
speculative research, such as the at¬
tempt to develop nuclear fusion, may
require government support, although
the degree of assistance has to be
weighed against the likelihood of a major

Figure

PRODUCTIVITY GROWTH, 1870-1987

GDP per man-hour worked, average annual growth rate (%)

Japan

France

Italy

Germany

United Kingdom

Canada

United States

1870-1913 1913-1950 1950-1973 1973-1987

Source: Angus Maddison, Dynamic Forces in Capitalist Development. Oxford University Press, Oxford. 1991 .
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Table

LABOUR PRODUCTIVITY GROWTH

IN THE BUSINESS SECTOR, 1961-90
average change per annum (%)

1961-73 1974-79 1980-85 19B6-90

Canada 2.8 1.5 1.6 0.6

France 5.3 2.9 2.2 2.7

Germany 4.4 3.0 1.3 1.8

Italy 6.1 2.8 1.3 2.7

Japan 8.2 2.9 2.8 3.1

United Kingdom 3.5 1.6 2.4 1.5

United States 2.1 0.0 0.7 0.4

Austria 5.6 3.1 1.6 2.3

Belgium 5.1 2.8 2.4 2.2

Denmark 4.3 2.3 2.1 1.6

Finland 4.9 3.1 2.9 4.2

Greece 8.5 3.3 0.1 1.0

Iceland 4.0 0.3 3.1

Ireland 4.8 3.4 4.3 4.1

Netherlands 4.9 3.0 1.9 1.0

Norway 3.7 0.8 2.8 0.6

Portugal 7.2 0.5 0.6 3.1

Spain 5.9 3.2 3.7 1.7

Sweden 4.0 1.4 1.6 1.3

Switzerland 3.2 0.8 0.6 1.7

Turkey 3.8 3.8 1.9 3.8

Australia 2.8 2.1 1.9 -0.3

New Zealand 1.6 -1.3 2.1 1.2

Source: OECD

scientific or technological breakthrough
eventually emerging.

What Way
Forwards?

There is little indication of improve¬
ment or deterioration in trend growth
rates of productivity in the 1 980s (relative
to the 1970s) in OECD countries, or of
any change in the last few years (Table).
This represents a deterioration com¬
pared with the 1950s and '60s, although
when compared with the 19th and early
20th centuries, recent productivity growth
still remains high (Figure). The product¬
ivity slowdown that occurred around
1970 does not appear to be ascribable
to any of the factors traditionally said
to be involved. Standards of education

in OECD countries are better than in

the 'Golden Age' of productivity growth,
between 1950 and 1970; rates of in¬
vestment have not declined substan¬

tially; there has not been a marked fall
in expenditure on research and devel¬
opment. In a historical context, it is thus
the 1 950s and '60s that appear except¬
ional, and that, it has been argued, may

have been due to an

especially favourable
combination of factors,

including the post-war re¬
construction in Europe and
Japan, the commercial

exploitation of a backlog
of technologies outside
the United States devel¬

oped during World War
Two, resulting in the
possibility for rapid pro¬
ductivity growth through
the 'catch-up' process.

Economies with rela¬

tively low productivity have
the potential to catch-up
with high-productivity
countries by adopting their
technologies. Where lo¬
cal techniques are a long
way behind global best
practice, this potential can
lead to extremely rapid
growth in productivity, The

main source of improvements in
high-productivity countries, by contrast,
is the development of new techniques
and/or products, which occurs more
slowly. By virtue of their relatively rapid
productivity growth in the 1950s and
'60s, many OECD countries have used
much of their potential for growth through
imitation and have joined the group of
high-productivity countries.

But some features of the 'Golden Age'
may be reproducible. Global trade
expanded rapidly between 1950 and
1970, assisted by advances in transport
and communication, and also by
outward-looking economic policies, re¬
flected in the lowering of barriers to trade
and moves toward regional and global
economic integration.

Again, correlation does not imply
causation. Yet there are plausible
reasons to expect that this environment

was conducive to rapid productivity
growth. Competition, whether national
or international, stimulates productivity
improvement as producers are forced
to innovate to maintain their market

share. International competition pro¬
vides an additional stimulus in that it

allows domestic producers access to
larger markets. This development may
enable them to be more efficient through
exploiting economies of scale, and
increases the returns to successful

innovation. It may be no accident of
history that the most efficient economies
are those that have embraced the

principles of free trade and vigorous
competition.

Labour productivity grew by around
1.5% per annum during the 1980s.
Although lower than between 1950 and
1970, this rate of growth compares
favourably with earlier periods. The
strong productivity performance in OECD
economies has occurred against the
background of a skilled labour force, and
a predisposition towards market mecha¬
nisms as a means of stimulating and
testing product and process innovation.
This development has been assisted by
trade liberalisation, which has allowed

domestic producers to compete in wider
markets, and has enabled each economy
to specialise in industries in which they
are most efficient.

mm
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Richard Herd

and Randall S. Jones

The economy of the Republic of
Korea, which appears to be in
an investment-led recovery from

the 1992-93 recession, is now larger
than that of 16 OECD countries. Re¬

flecting its strengthening economic
position, Korea has increased its involve¬
ment with the OECD and, indeed, is

seeking full membership of the OECD
by 1996.1

In the past three decades, Korea has
undergone a remarkable transformation,
and can no longer be described as a
'developing' country, although further
important reforms still remain to be
undertaken, particularly in trade liberal¬
isation and deregulation of financial
markets. Formerly one of the world's
poorest countries, it now ranks as the
thirteenth largest trader, with 55% of its
merchandise exports going to OECD
countries. By 1996, per capita income
in Korea is likely to be twice that in Turkey
and about the same as in Greece and

Portugal. In 1992, per capita income
reached almost $7,000, an eight-fold
increase since 1961. An outwardly
oriented economic policy and a
well-controlled fiscal policy, together with
high savings and, therefore, investment,
and a motivated, flexible and increas¬

ingly well-educated labour force, have
been fundamental forces behind an

almost twelve-fold growth in the absolute
size of Korea's economy since the early
1960s.

Korea has a rich heritage based on
more than 1 ,200 years as a unified state
before its current division. During that
time it had political, cultural and trading
links with China, Japan and other Asian
nations, although it was not opened to
modern economic influences until late

last century. The Republic of Korea,

Richard Herd and Randall S. Jones were part of the
special team formed to prepare the first OECD survey
of Korea; they currently monitor the economies of Japan
and Ireland in the OECD Economics Department.

Spotlight on

Korea

Korea is now the world's thirteenth largest trading country.

which was established in the southern

half of the Korean peninsula following
the partition of the country in 1948,
suffered heavily during the ensuing civil
war which cost the country one million
lives and almost two-thirds of its pro¬
ductive capacity. After a period of
reconstruction following the war, growth
faltered at the end of the 1 950s. Korea's

economic take-off started when a gov¬
ernment committed to economic devel¬

opment was established in 1961 -
reversing previous policies of import
substitution and unifying exchange rates.
Since then, GDP has grown at one of
the fastest rates in the world, averaging
8.4% annually despite several recess¬
ions.

This strong growth has been fuelled
primarily by a rapid rise in capital and
labour inputs. Although the increase in
the productivity of capital and labour
together has not been unusually high,
a 300% rise in the amount of capital
per worker delivered an exceptionally

1.0ECD Economic Surveys: Korea, OECD Publi¬
cations, Paris, 1 994. In recent years, Korea has become
a full participant in several OECD bodies, including
the Council Working Party on Shipbuilding, the De¬
velopment Centre, the Nuclear Energy Agency and
the Steel Committee. It has also been granted observer
status on numerous other committees, including the
Trade, Industry, Environment Policy, and, subject to
special invitation, the Economic and Development
Review Committees.

elevated growth rate of labour product¬
ivity of an average of 8% between 1 970
and 1990.

When the war ended, the per capita
income of Korea was only 1% of the
OECD average. By 1992, it had reached
one-third of the average. The increase
in living standards has been shared, with
the proportion of the population living
below the 'poverty line' having fallen from
40% in 1965 to less than 10%. Related

to this improvement is a sharp decline
in infant mortality, and a rise in life
expectancy from 47 to 71 years.

The thirty years of economic growth
have been marked by a number of
different phases of government policy:
export promotion (1961-73); the Heavy
and Chemical Industry (HCI) drive (1 973-
80); economic liberalisation (1980-87);
and democratic reforms (1 987 to today).
State intervention in economic affairs

has been high, reaching its apogee in
the HCI period when the government
favoured the establishment of certain

industries. Since then policies have
become more liberal, especially in trade.
Throughout these periods Korea has
benefited considerably from stable fiscal
policy.

In spite of strong export growth, the
expansion of the economy slowed in
1992 to less than 5%, 2 percentage
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points below the estimated growth rate
of potential output. In response to the
downturn, the government eased mon¬
etary conditions, but maintained a
conservative fiscal policy with continued
emphasis on a high volume of savings.
Taking government lending into account,
the 1993 budget deficit is likely to be
close to 1% of GDP. Expenditure is
budgeted to rise by 14% in 1994,
financed by higher indirect taxation and
social contributions. The quality of
expenditure is being sustained, with an
increasing share going to education,
training and infrastructure. Government
financial assets exceed gross govern¬
ment debt, which remains on a down¬
ward trend and is below 10% of GDP.

The economy remained sluggish in the
first half of 1993, but is showing signs
of buoyancy. GDP growth in 1993 was
around 5%, with unemployment at the
end of the year having risen only half
a percentage point above its all-time low
of 21/2% in 1992. Economic growth is
forecast to accelerate in 1994, perhaps
to 7%. This development carries with
it some inflationary risks - by February
the growth of the consumer price index
had risen to 6.8%, and a cautious

monetary policy will be required to keep
downward pressure on wages and prices.
Real earnings growth remained high in
the first half of 1993, but subsequently
fell below the trend for productivity
growth. Price inflation in 1993 appears
to have been kept in line with the official
target of 5%, but the 1 997 target of 3%
under the current five-year economic
plan would seem difficult to achieve if
the economy moves into a sustained
upswing.

Structural

Change
Structural changes have accompanied

economic growth. Manufacturing has
increased, while agriculture, which
generated more than a third of GDP in
1961 and almost two-thirds of employ¬
ment, has declined in importance. Heavy
industry, promoted by the HCI drive,
grew markedly in the seven years to
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1980, but since then industries not

included in the drive, particularly con¬
sumer electronics and semiconductors,2

have been growing the most rapidly.
Exports have been crucial. The volume

of exports grew annually by 35%
between 1961 and 1973, increasing its
share of GDP from less than 1 % to 24%.

Until this decade the United States was

Korea's biggest export market, while
Japan was the leading import supplier.
Since then, Asian countries (excluding
Japan) have been the foremost market
in both exports and imports, reflecting
the growing importance of China and
growth in Asia as a whole. Manufactures
now dominate trade, accounting for 95%
of exports, up from 12% in 1961. The
rapid increase in wages in the late 1 980s
led to a substantial change in the

composition of exports. The share of
clothing has declined while that of steel
products and electronics has increased.

Total exports expanded in 1 992 by twice
the growth rate of world trade, reducing
the current account to VA% of GDP.

The movement of the economy from the
trough of the downturn has been ac¬
companied by a strong export perform¬
ance, and the current account swung
into a small surplus in 1 993. At the same
time, large capital inflows have been
allowed to boost reserves of foreign
exchange sharply.

The sustained growth in exports
recorded during the past decades was
encouraged by an exchange-rate policy

2. Martin Bloom, Technological Change in Korean
Electronics', The OECD Observer, No. 175, April/May
1992.
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that prevented over-valuation
of the currency (the won) and
government policies that off¬
set the cost of import protect¬
ion for exporters. The gov¬
ernment targeted some in¬
dustries for expansion, espe¬
cially during the HCI drive,
although such policies have
now been wound back in

favour of market forces. It

nonetheless remains desir¬

able to continue to remove

administrative guidance and
discriminatory regulation.

The economy would benefit
from further trade liberalisa¬

tion. Although tariffs and im¬
port licensing restrictions have
been reduced significantly
during the past five years,
some specific tariffs have
been boosted dramatically
since 1992 and non-tariff pro¬
tection still has to be tackled

fully. In particular, a complete
trade ban on 258 Japanese
products remains, and only
half of these restrictions are

planned for removal in the
coming five years.

There has been less

progress in reducing trade
barriers in the agricultural
area, which has been pro¬
tected by import bans, to the
point where the rice market,

for example, is almost totally
closed and will be opened
only slightly when the Uru¬
guay Round agreement is
implemented. Further liberalisation would
improve urban living standards. It will
be essential to encourage a further
reduction in the size of the agricultural
sector where productivity is very low.
Production subsidies should also be

removed in favour of direct income-

support, to reduce the misallocation of
resources and cut the direct cost to the

budget.
Deregulation of domestic financial

markets and the capital account would
help Korea sustain investment and rapid

Consumer electronics and semiconductors have been growing very rapidly since the
early 1980s.

economic growth by allocating resources
and savings more efficiently, and by
reducing the cost of offshore borrowing.
Although almost all lending rates were
freed last November under the first stage
of the government's financial liberalisa¬
tion plan, deposit-rate regulation re¬
mains widespread and is not scheduled
for removal for four years, reflecting the
desires of the government to prevent
upward pressure on lending rates and
protect the deposit margins of commer¬
cial banks. In light of the regulatory

<r disparity between the lend-

g ing and borrowing markets,
! the government ought to
S consider accelerating this
| reform especially now that
* all financial transactions

must be conducted with real

names, replacing a long
tradition by which it was
possible to own bank de¬
posits and securities under
aliases, thus avoiding taxes
in many cases. International
capital flows have been
strictly controlled by the
government, causing inter¬
est rates to remain signifi¬
cantly higher than in most
OECD countries. A gradual
relaxation is planned by
1997, but even if this

measure is fully imple¬
mented, international capi¬
tal flows will still be more

restricted than in most OECD

countries, and further steps
will have to be taken to

complete deregulation.

Welfare

Reforms

Considerable reforms are

being undertaken in social
welfare. A funded pension
scheme has been intro¬

duced, though it is clear that
despite current surpluses
future increases in contribu¬

tions or reductions in bene¬

fits will be required. There
is a universal health-care scheme which

requires considerable payments by
individuals. A." unemployment-benefit
scheme is to be introduced in 1995 but

with low benefit payments and short
duration. The government hopes to keep
the flexible labour market which has

resulted in unemployment of less than
3% of the labour force. Substantial

reform of housing finance, a market
dominated by two government institu¬
tions, the National Housing Fund and
the Housing Corporation, is not planned
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but ought to be considered. The coming
years may be an ideal time for such

reform, since the government is promo¬
ting the construction of dwellings under
its five-year housing plan.

In sum, Korea's economic transforma¬

tion has been impressive. Continued
convergence with advanced, high-income
countries will require the government to
change institutional and policy mecha

nisms. Korea could benefit profoundly
by exploiting the experience of those
countries. Its current programme of
liberalisation of finance and domestic

and foreign trade will go a long way
towards delivering such change, but it
is vital also to demonstrate that the

process is irreversible and that deadlines

will be met or brought forward.
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Mexico has a GDP that was

estimated at some $360 bil¬

lion in 1993, ranking ninth
among OECD countries, between Spain
and the Netherlands. Its roughly 86 mil¬
lion inhabitants, or 10% of the OECD

population, make it one of the area's
most populous countries, after the
United States and Japan. In terms of
per capita GDP, the average wealth of
the Mexican people is at the lower end
of the OECD spectrum.

Mexico's economy took off in the
1940s, leading to three decades of over

6% average annual growth. Beginning
in 1970, the Mexican economy was
continually disrupted by mounting infla¬
tion, fiscal imbalances and foreign-trade
deficits, accompanied by a marked
decrease in the value of the cur-

Mexico
Bénédicte Larre and Bernard Wacquez

rency - culminating in the 1982 debt
crisis. Spurred on by stringent consoli¬
dation programmes, major structural
reform and international co-operation,
confidence was restored and the overall

economic situation then picked up,
enabling GDP growth to average 31/2% per
year between 1988 and 1992, in a

context of lower inflation and narrowing
deficits, while the currency stabilised.

Hard Times

in 1993

In 1993, Mexico's overall climate and

prevailing conditions severely hampered
the economy, paring real GDP growth
to some 1/2%. Economic policy was
globally restrictive: the budget generated
a surplus estimated at 0.7% of GDP,

while monetary policy, which had
been tightened in mid-1992 in re¬
sponse to renewed inflationary trends
(real interest rates leapt seven percent¬
age points between the first quarter
of 1992 and mid-1993), was not
significantly eased until the very last
months of the year. Aside from
dampening domestic demand, these
policies kept the peso overvalued,

Bénédicte Larre and Bernard Wacquez work in the
Foreign Trade and Investments Division of the
OECD Economics Department.

hindering exports and stimulating im¬
ports. Lastly, the uncertainty that pre¬
ceded the signing of the North American
Free Trade Agreement (NAFTA) must
surely have shaken business confidence
and slowed the growth of investment.

The marked slowdown in growth,
coupled with continuing efforts to make
businesses more competitive in the
public as well as the private sector, had
adverse repercussions on the volume
of employment, which declined in 1993.

On the other hand, weak demand and

sluggish activity, along with a persist¬
ently strong peso, produced beneficial
effects on the inflation front, with the
annual rate of consumer price increases
easing by four percentage points in
twelve months, to 8% in December 1993.

Although the deficit on current account
stayed high in 1993 (at about 6% of
GDP), it was more than offset, as in
1992, by net inflows of foreign capital.

Short-term

Outlook

Over the past six months, the Mexican
economy has experienced a number of
shocks, with partially conflicting conse¬
quences. First, the ratification of NAFTA
by the United States, on 17 November

last year, was especially important in
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that a rejection could have shaken
confidence in the Mexican

economy and had a detrimental
impact on reciprocal capital flows
and, subsequently, on the peso,
which might have triggered a new
tightening of monetary policy,
impeding growth.

Recent political events -the
Chiapas revolt in January 1994
and the assassination in March

of the front-runner in the presidential
election campaign - have certainly
clouded the climate of confidence, which,

among other things, has renewed
downward pressure on the peso. Yet
they have also resulted in an accelera¬
tion of spending on welfare and regional
development. The effects of these two
measures, combined with the easing
proposed in the 1994 budget and the
impact of the Social Pact, which was
renewed last October, should help stimu¬
late domestic demand in 1994 as well

as 1995. In addition, exports could
continue to grow sharply, thanks in
particular to a US economy that is still
expanding rapidly.

The course of monetary policy is one
of the causes of uncertainty in the
months ahead. After the very sharp
reduction in interest rates up to Feb¬
ruary 1994, pressure on the peso has
prompted the authorities to raise rates
considerably in recent weeks. But this
trend could be reversed as business

fears about the short-term outlook are

dispelled. All in all, Mexico could return
to an average growth of over 3%
for 1994-95, with inflation still held to
around 8%.

The Progress
of Structural Reforms

The years 1985-93 were marked by
an intensification of the structural re¬

forms that paralleled macro-economic
stabilisation. The period saw the imple¬
mentation of most of the measures

designed to restructure the Mexican
economy and transform its institutions,
by giving market forces and private
incentives an important role and scaling

Table

INDICATORS

1990 1991 1992 1993'

GDP

$bn 244.0 286.6 329 360

GDP per capita
$ 2,930 3,458 3,893 4,200

GDP volume

% annual growth 4.6 3.6 2.6 0.4

Consumer prices

average annual change 26.7 22.7 15.5 9.7

Current account

$ dollars

% of GDP

-7.8

-3.2

-13.4

-4.7

-24.8

-6.9

-23.4

-6.4

1. Estimates.

Sources: World Bank, IMF, Mexican official sources OECD

back that of the state. A good example
of this approach is the privatisation
programme, the scope of which was
exceeded only by those of the United
Kingdom and New Zealand, and which
was accompanied by extensive deregu¬
lation of the markets for goods and
services.

The trade liberalisation initiated in

1985, and particularly Mexico's access¬
ion to the GATT, opened the economy
up to international competition and
facilitated transfers of technology. The
December 1993 Act liberalising foreign
direct investment was another step in
that direction. Yet one sector still remains

closed to private enterprise (and foreign
investment) - that of Petroleos Mexica-
nos (PEMEX), which has kept its
monopoly over oil exploration and
operations. A far-reaching reform of the
financial sector has also been under¬

taken in recent years. Management of
monetary policy has gradually shifted
towards the use of indirect instruments,

with the entry into force in January 1994
of the Act establishing central-bank
independence completing the process.

Very recently, the authorities have
embarked upon reform of agriculture, an
area which, politically, is highly sensitive.
The markets for a large number of farm
products, which had previously been
subject to a variety of restrictions (for
example, production quotas, import and
export licences, price controls, govern¬
ment control over storage and distribu¬
tion), were deregulated and subsidies
for several foodstuffs were cut, if not

eliminated altogether. The constitutional
reform in 1992 of the rules governing
land ownership made a clean break, both
economically and politically, with the

principles handed down from the
revolution. Under the reform, the

ejidatarios could be granted full
ownership of the communal land
they had been working; until then
they possessed the right only to
use the land (which may now be
bought, sold, rented or mortgaged).
In addition, the regulations on
farmland use in private-sector ag¬
riculture were abolished. Lastly, in

early 1994, a programme to support farm
productivity (PROCAMPO) was intro¬
duced and will replace the system of
guaranteed prices for farmers (although
the prices of certain basic foodstuffs are
still controlled).

Nevertheless, Mexico still faces major
problems. In 1994, its economy is still
a blend of modern, competitive sectors
and others that nearly fall into the
third-world category. Not only is per
capita income in Mexico very low, but
the country is characterised by wide
disparity of incomes (in 1989, 30% of
the population received only 8% or so
of the nation's income and were living
virtually beneath the poverty line).
Improving the overall standard of living
and reducing inequalities in income
distribution are essential priorities. Raising
educational standards, particularly for
the poorest layers of society, would
certainly be one of the best ways to
alleviate poverty and lessen income
disparities. The National Solidarity Pro¬
gramme (PRONASOL) is directed to¬
wards achieving those goals. Focusing
on the poorest segments of the popu¬
lation and on particularly disadvantaged
regions, its objective is to develop basic
infrastructure.
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Turkey
Helmut Ziegelschmidt

After impressive economic ex¬
pansion and structural adjust¬
ment in Turkey during the 1 980s,

the momentum for implementing reforms
had clearly stalled. In 1991, as a result
of the Gulf crisis and domestic political
uncertainties, the Turkish economy
stagnated. A new government, formed
after early elections in October 1991,
announced an economic programme
aimed at lowering inflation through tighter
macro-economic discipline and returning
to a path of higher growth in output.

In the event, the economy recovered
in 1 992 and growth in output accelerated
further in 1993, to an estimated 7%, by
far the highest rate achieved among
OECD countries last year. But the
expansion led by domestic demand
brought about a surge in imports in 1 993,
and the current external account swung
into a deficit of more than 5% of GNP.1

Consumer price inflation averaged
66% in 1993, a rate which remains

unusually high by OECD -or indeed
world-wide - standards. The root cause

of the persistently strong inflationary
pressures in Turkey is the large public
sector borrowing requirement (PSBR)
which increased further in 1 993, to more
than 16% of GNP. The sustained process
of disinflation that is required is con¬
tingent upon the government's ability
substantially to improve this position.

Public-sector deficits have to be brought
down to volumes which would allow the

financing requirements of the govern¬
ment to be met by drawing on
private-sector savings rather than bor¬
rowing from the central bank (giving rise
to the so-called 'inflation tax', which
erodes real incomes). Heavy govern¬
ment reliance on borrowing from the
central bank - at extremely low interest
rates - has also been the main reason

that Turkey has not experienced explo¬
sive growth in government debt, which
in normal circumstances, with higher
interest rates, would have created

irresistible pressure from the expanding
debt stock for fiscal correction.

Helmut Ziegelschmidt works in the Country Studies
and Economic Prospects Branch of the OECD Eco¬
nomics Department.
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Instead, the health of the economy
has been undermined gradually but
surely through persistently high inflation
and interest rates. That has led to a

rising share of interest payments in total
government spending, thereby limiting
the resources available for spending on
socially desirable activities such as
education. Moreover, there is little doubt

that investment by private businesses
is crowded out by government borrow¬
ing.

Other manifestations of the malady
include a shortening of the planning
horizon by companies, distraction of
scarce managerial attention to short-
term financing arrangements and
high-yielding financial engineering. It has

also brought about the distrust by the
people of their own currency, giving rise
to the phenomenon of 'currency sub¬
stitution', whereby foreign currencies
increasingly replace the domestic one.

As in previous years, monetary policy
has been hampered by the huge de¬
mands of government financing. Instead
of pursuing stabilisation policies, there¬
fore, the central bank has been obliged
to confine itself to keeping orderly
conditions in financial and foreign-
exchange markets. One way of increas¬
ing the margin of manauvre for the
central bank would be to legislate a
scheduled reduction in the legal limit

1.0ECD Economic Surveys: Turkey, OECD Pub¬
lications, Paris, 1994.
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%

on Treasury borrowing, from the current
15% of government appropriations
down to nil over the medium term. This

measure could lead to financing diffi¬
culties in the short run. But if it is seen

as a sign of the government's firm resolve
to deal with the problem of public
finances, interest rates could fall, even

substantially, generating a momentum
for a virtuous circle of lower interest

payments which would help to reduce
fiscal deficits and improve financial
conditions for productive investment.

Improving
Tax Efficiency

To bring about the desirable cut in
the public-sector deficit, bold measures
are imperative on both expenditures and
revenues. On the spending side, the
room for economy in the public sector
appears substantial in both the number
of staff and their remuneration. That is

underlined by a rather rapid rise in the
share of the public-sector wage bill in
GNP, from 91/4% in 1990 to 12%% in
1993.

The desirability of reducing the budget
deficit points to the particularly large
potential for raising tax revenues, which
amount to slightly below 30% of GNP,
among the lowest shares in the OECD
area. Several steps have already been
taken to this effect, including repeated

increases in indirect tax rates, the latest

being in November 1993. Much also
remains to be done to improve the
efficiency of revenue collection and to
make taxation more equitable. Prolifera¬
tion of exemptions from corporate tax
have allowed many firms to bring their
effective tax rates down to half the

statutory rate, thereby keeping the
revenues from corporate taxation very
low.

There is also much scope for improving
tax administration. Higher government
revenues would open room for reducing
the exceptionally high and distorting
(explicit and implicit) taxation of financial
transactions, a major source of the wide
margin between (non-subsidised) credit
interest rates and bank deposit rates.
The Parliament passed a new tax-reform
law in December 1 993, which addresses
several of the deficiencies of the old

tax system.

More Progress
in Privatisation

More determined action is required to
reform the State Economic Enterprises
(SEEs), which absorb a sizable part of
government resources, through trans-
fersfrom the central government budget -
21/2% of GNP in 1993 - but also through
off-budget assistance in the form of
government bonds and implicit transfers

by 'deferred debt obligations'. Adding
off-budget assistance roughly doubles
the burden the SEEs impose on the
government. Another important contri¬
bution to the public-sector deficits is
subsidies to the farm sector, which show

up in the huge losses of the SEEs that
administer agricultural policies.

Privatisation is the most desirable

strategy for reform of public enterprises,
since it widens the scope for private
entrepreneurial initiative, which has
proved so successful in generating
strong economic growth. The govern¬
ment's privatisation programme should
be focused primarily on eliminating the
waste of resources - indicated by the
enormous drain of government aid to¬
wards the SEEs - and enhancing overall
efficiency in the economy, rather than
simply trying to maximise short-run
revenues from the sale of SEEs.

Workers displaced by rationalisation
of the SEEs can draw on the established

severance payments system as well as
on the traditional informal social safety
net provided by families and villages.
But even if supplementary government
assistance were provided to ease in¬
dividual hardship, it would be less costly
over the medium term than carrying on
indefinitely with the current system of
government support for chronically
loss-making SEEs.

Once implemented, these reform
measures will improve the functioning
of the economy and will allow Turkey
to take full advantage of the free access
to large European markets provided by
the customs union with the European
Union envisaged for 1995.
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>
Z

<

rr
LU

O

1993 1994 1995

Gross Domestic Product -1.5 0.8 2.2

Consumer Prices'' 4.1 3.2 1.9

Unemployment Rate 8.9 10.1 10.3

Current Balance" -1.1 -0.8 -0.7

Q
Z

<
_l

LU

rr

1993 1994 1995

Gross Domestic Product 2.7 3.1 3.2

Consumer Prices'' 2.2 3.5 3.6

Unemployment Rate 17.6 17.8 17.8

Current Balance'" 5.6 5.9 6.1

Notes: Figures in italics are OECD projections
a. Private consumption deflator
b. Current balance as % of GDP (GNP for Turkey)
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ID

o
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LU

m

1993 1994 1995

Gross Domestic Product -1.2 0.9 2.0

Consumer Prices" 2.7 2.4 2.1

Unemployment Rate 12.1 13.0 13.2

Current Balance" 2.1 1.8 2.0

Q
Z

<
_l

z

LL

1993 1994 1995

Gross Domestic Product -2.0 -0.3 2.4

Consumer Prices3 3.0 2.0 2.0

Unemployment Rate 18.2 19.9 20.3

Current Balance" -1,5 2.7 5.5

LU

O
LU

LU

ce

O

1993 1994 1995

Gross Domestic Product 0.5 0.9 2.1

Consumer Prices3 14.1 10.8 8.5

Unemployment Rate 10.0 10.7 11.2

Current Balance" -1.9 -2.0 -2.0

>
_l

<

1993 1994 1995

Gross Domestic Product -0,1 1.7 2.3

Consumer Prices3 4.5 4.1 3.0

Unemployment Rate 10.2 11.1 11.6

Current Balance" 0.4 1.0 1.4

Source: OECD Economic Outlook, No. 54, December 1993;
for further information, contact The OECD Observer
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INDICATORS

z

<

<

1993 1994 1995

Gross Domestic Product -0.5 0.5 2.3

Consumer Prices3 0.9 0.3 0.4

Unemployment Rate 2.5 2.9 2.8

Current Balance' 3.3 3.1 3.0

a
z

<
_i

<
LU
N

LU

z

1993 1994 1995

Gross Domestic Product 3.0 3.3 3.1

Consumer Prices3 1.4 1.5 1.7

Unemployment Rate 9.8 9.3 9.0

Current Balance" -1.7 -1.5 -0.4

Z

<
0-
co

1993 1994 1995

Gross Domestic Product -1,0 0.8 2.6

Consumer Prices3 4.8 4.1 2.9

Unemployment Rate 22.7 23.8 23.5

Current Balance" -2.3 -2.0 -2.0

>
LU

CC

1993 1994 1995

Gross National Product 7,0 5.0 4.7

Consumer Prices3 71,0 75.0 70.0

Unemployment Rate 8.6 9.5 10.7

Current Balance- -5.2 -4.8 -3.5

o
cc
z>

o
m

S
LU

X
D
_1

1993 1994 1995

Gross Domestic Product 1.0 1.5 2.3

Consumer Prices3 35 3.0 2.5

Unemployment Rate 2.2 2.7 2.8

Current Balance" 2.1 1.8 2.0

>
<

rr

o
z

1993 1994 1995

Gross Domestic Product 1.6 3.2 3.8

Consumer Prices ' 2.3 1.9 2.2

Unemployment Rate 6.0 5.9 5.7

Current Balance" 3,1 3.9 5.2

z
LU

Q
LU

<S
CO

1993 1994 1995

Gross Domestic Product -2.7 1.5 2.2

Consumer Prices ' 5.2 3.5 3.0

Unemployment Rate 8.2 8.8 8.4

Current Balance " -0.2 1.3 2.7

2
O
Q

O
z

a
LU

H

Z

D

1993 1994 1995

Gross Domestic Product 2,0 2.9 2.9

Consumer Prices3 3.5 3.4 3.3

Unemployment Rate 10.3 10.0 9.5

Current Balance : -1.8 -1.9 -1.5

Notes:

40

Figures in italics are OECD protections
a. Private consumption deflator
b. Current balance as % of GDP (GNP for Turkey)
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LU
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LU

z

1993 1994 1995

Gross Domestic Product -0.2 0.6 2.2

Consumer Prices3 2.0 2.2 2.0

Unemployment Rate 8.3 9.3 9.7

Current Balance" 2.0 2.7 3.1

_l
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ID
1-
C£

o
Q.

1993 1994 1995

Gross Domestic Product -0.4 2.0 3.1

Consumer Prices ' 6.3 5.3 4.8

Unemployment Rate 5.1 6.0 6.1

Current Balance" -0.5 -0.2 0.1

Q
Z

<
_i

rr
LU

N

CO

1993 1994 1995

Gross Domestic Product -0,8 0.8 2.0

Consumer Prices" 3.3 1.8 2.0

Unemployment Rate 4.5 5.0 4.5

Current Balance' 7.8 7.9 8.1

CO
LU
1-
<
1-
tf)

Q
LU

1-

Z

1993 1994 1995

Gross Domestic Product 2.8 3.1 2.7

Consumer Prices3 2.7 2.7 3.0

Unemployment Rate 6.9 6.5 6.2

Current Balance" -1.7 -2.0 -2.1

Source: OECD Economic Outlook, No. 54, December 1993:

for further information, contact The OECD Observer
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New OECD Publications
UE FILL IN THE FORM WITH THIS ISSUE FILL IN THE FORM WITH THIS ISSUE FILL IN THE FORM WITH THIS ISSUE FILL IN

Economy

OECD Economic Surveys
Annual Country Studies
1993-1994 Series

AUSTRALIA

March 1994

(1094 04 1) ISBN 92-64-14092-1, 144pp.
France: FF85; elsewhere: FF1 10 US$20 DM33

TURKEY

April 1994
See pp. 37-38 of this OECD Observer.
(1 0 94 27 1 ) ISBN 92-64-1 4099-9, 1 30pp.
France: FF85; elsewhere: FF1 10 USS20 DM33

1994 Subscription:
France: FF1, 100;

elsewhere: FF1, 200 US$220 DM365

ASSESSING STRUCTURAL REFORM

Lessons for the Future
March 1994

The OECD examines structural policies of
member countries as part of its regular sur¬
veillance of their economic policies. This report
summarises the work in this area over the

period 1990-93. It includes an overview that
suggests some factors that should be kept in
mind in designing structural reforms (notably
that delay can increase the transition costs of
reforms that are in any event unavoidable) and
some of the things left to do (particularly in
areas such as labour markets, agriculture and
the public sector). It also includes a substantial
statistical annex and a country-by-country de¬
scription of measures taken during the period.
(11 9401 1) ISBN 92-64-14090-5, 186pp.
France: FF1 90; elsewhere: FF250 US$42 DM74

'Main Economic Indicators' Series

PRODUCER PRICE INDICES

Sources and Methods

April 1994, bilingual
(31 94 21 3) ISBN 92-64-04037-4, 68pp.
France: FF40; elsewhere: FF50 US$9 DM16

CONSUMER PRICE INDICES

Sources and Methods

April 1994, bilingual
(31 94 20 3) ISBN 92-64-041 1 3-3, 38pp.
France: FF40; elsewhere: FF50 US$9 DM16

CCET (Centre for Co-operation
with Economies in Transition)

SHORT-TERM ECONOMIC INDICATORS

TRANSITION ECONOMIES

2/1994*

April 1994, bilingual
This quarterly publication, formerly entitled
Short-Term Economic Indicators: Central

and Eastern Europe, complements the OECD
Main Economic Indicators. It presents a wide
range of monthly, quarterly and annual economic
indicators covering such topics as industrial
production, construction, employment, earnings,
prices, domestic and foreign finance, interest
rates and domestic and foreign trade for the
following 20 transition countries: Bulgaria,
Azerbaijan, Russian Federation, Czech

Republic, Poland, Belarus, Tajikistan, Estonia,
Romania, Kazakhstan, Turkmenistan, Hungary,
Slovak Republic, Kyrgyz Republic, Ukraine,
Latvia, Lithuania, Armenia, Republicof Moldova,
Uzbekistan.

(07 94 02 03) ISBN 92-64-041 1 5-X, 80pp.
France: FF42; elsewhere: FF55 US$9 DM16

1 994 Subscription price:
France: FF130; elsewhere: FF145 US$28 DM53
"Also available on diskette

Agriculture

FARM EMPLOYMENT AND ECONOMIC

ADJUSTMENT IN OECD COUNTRIES
March 1994

This report examines the pressures and
opportunities that farmers in OECD member
countries could face following the reform of
agricultural policies. Although the most
significant impacts on employment in the
agricultural sectors are likely to stem from
long-term demographic factors, the biggest job
losses through policy reform may well occur in
the sectors upstream and downstream from
agriculture. Nonetheless, an integrated and
well-targeted policy approach can play a role in
facilitating the adjustment process by focusing
on improving factor mobility. Towards this end,
a policy framework which includes social,
educational and infrastructural policies and pro¬
grammes should aim to strengthen the long-term
viability of the agricultural sector as a whole.
The principal study is complemented by three
case studies on Ireland, the Netherlands and
New Zealand.

See Dimitris Diakosavvas, 'Structural
Adjustment and Farm Employment', The OECD
Observer, No. 182, June/July 1992.
(51 94 02 1) ISBN 92-64-14084-0, 260pp.
France: FF100; elsewhere: FF130 US$22 DM39

Development
and Aid

DEVELOPMENT CO-OPERATION

Efforts and Policies of the Members

of the Development Assistance
Committee, 1993 Report
March 1994

See inside front cover of this OECD Observer

and Nicole Massignon, 'The Urban Explosion in
the Third World', The OECD Observer, No.
182, June/July 1993.
(43 94 02 1) ISBN 92-64-14083-2, 250pp.
France: FF1 20; elsewhere: FF1 55 US$26 DM47

GEOGRAPHICAL DISTRIBUTION

OF FINANCIAL FLOWS
TO DEVELOPING COUNTRIES

Disbursements, Commitments,
Economic Indicators*

April 1994, bilingual
This is the unique source of data on the origin,
volume, purpose and terms of the aid and other
resource flows channeled to over 1 30 developing
countries. The data show the inflows to each

recipient country and territory from member

countries of the Development Assistance
Committee of the OECD, multilateral agencies
and Arab countries.

(43 94 03 3) ISBN 92-64-04034-X, 332pp.
France: FF295; elsewhere: FF370 US$63 DM110

"Also available on diskette and magnetic tape

Development Centre Documents
on Sale

SOUTH-SOUTH CO-OPERATION
IN A GLOBAL PERSPECTIVE

Lynn K. Mytelka
March 1994, bilingual
This study focuses on the potential of
South-South co-operation to strengthen the
international competitiveness of developing
countries in the current context of globalisation.
Going beyond conventional explanations in its
analysis of the numerous and largely
unsuccessful schemes for regional integration
among developing countries, the study highlights
the importance of breaking with traditional theory
and practice in promoting South-South
co-operation today.
(41 94 05 3) ISBN 92-64-04033-1 , 272pp.
France: FF1 50; elsewhere: FF1 95 US$33 DM60

Development Centre Studies

GLOBALISATION

AND REGIONALISATION

The Challenge
for Developing Countries
Charles Oman

April 1994
Economists tend to see globalisation as a good
thing while others, including governments, often
view it as a threat to stability and national
economic policy autonomy. Régionalisation has
been regarded by some as a partial palliative
against this ostensible loss of sovereignty, but
by others as part of the globalisation process
itself. In the developing world, the concern has
been that people will not benefit from improved
trade resulting from globalisation, while in
industrialised countries the problems of
labour-market adjustment are causing concern.

This book sheds light on these and other
issues in what has become an increasingly
important debate. In doing so, it seeks to re¬
duce the controversy and confusion about the
meaning and impact of globalisation and
régionalisation.
(41 94 06 1) ISBN 92-64-14106-5, 128pp.
France: FF85; elsewhere: FF1 10 US$19 DM34

THE POLITICAL FEASIBILITY

OF ADJUSTMENT

IN THE PHILIPPINES

Robert Dohner and Stephan Haggard
April 1994
Preparatory studies for adjustment pro¬
grammes usually fail to observe that they are
decided in a political context, by politicians, and
are bound to have far-reaching political
consequences. This failure is a serious analytical
error which distorts theoretical conclusions,
biases empirical estimates, and can lead to
disastrous choices in economic policy, resulting
in breakdown and crisis.
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This study of the Philippines analyses the
differences in the adjustment implementation
policies of two very different regimes. It shows
that the decision-making process is distorted
by the pressure to satisfy the demands of
interest-groups whose influence changes with
the constitution of the governing coalition, de¬
spite constant economic constraints.
(41 94 03 1) ISBN 92-64-14105-7, 88pp.
France: FF100; elsewhere: FF130 US$22 DM39

THE POLITICAL FEASIBILITY

OF ADJUSTMENT

IN ECUADOR AND VENEZUELA

Alain de Janvry, Alison Graham, Elisabeth
Sadoulet, Ramon Espinel, Walter Spurrier,
Hans-Peter Nissen and Frederico Welsch

March 1993

This publication presents two case studies.
Ecuador and Venezuela are both countries in

which adjustment programmes have been called
into question by often violent public reaction. In
spite of this experience, recent history would
seem to indicate that lessons have been learned

by all the political actors and that political com¬
promise on the importance of adjustment is an
attainable objective. The cases of Ecuador and
Venezuela suggest that there is no reason that
these lessons cannot be learned elsewhere.

(41 93 14 1) ISBN 92-64-14078-6, 156pp.
France: FF1 00; elsewhere: FF1 30 US$22 DM40

Development Centre Seminars

REDEFINING THE STATE

IN LATIN AMERICA

edited by Colin I. Bradford Jr.
March 1994

This book explores new dimensions, new
definitions and new perceptions of the state in
Latin America. The return of democracy to the
region as a whole means that redefining the
state is no longer in the hands of elite groups,
but of society as a whole. How this will affect the
political and economic organisation and
governance of Latin American societies in the
post-Cold War world is the subject of this book.
Based on the Fourth Annual International

Forum on Latin American Perspectives, this
book is sponsored jointly by the Inter-American
Development Bank and the OECD Development
Centre. The Forum aims to bring together ex¬
pertise in OECD countries and the experience
of Latin American specialists.
(41 94 04 1 ) ISBN 92-64-1 4089-1 , 273pp.
France: FF1 90; elsewhere: FF250 US$42 DM75

Education

SCHOOL: A MATTER OF CHOICE

April 1994
See Donald Hirsch, 'Schools: A Matter of
Choice', The OECD Observer, No. 187, April/
May 1994.
(96 94 03 1 ) ISBN 92-64-1 4087-5, 1 84pp.
France: FF1 00; elsewhere: FF1 30 US$22 DM40

ISSUES IN EDUCATION IN ASIA

AND THE PACIFIC:

AN INTERNATIONAL PERSPECTIVE

Proceedings of a Conference
in Hiroshima

April 1994

Representatives of OECD countries and the
dynamic economies of South-East Asia
considered a wide range of issues and matters
of common concern at this first-ever meeting on
education. Evident differences in educational

philosophy and structure notwithstanding,
papers and discussions revealed a surprisingly
high degree of unanimity about the challenges
facing education at all levels and on ways of
addressing the numerous issues. A growing
convergence of understanding, policy and
practice clearly exists, despite national tradi¬
tions and cultures, on such matters as the

social and economic functions of schooling, the
general curricularframework, the importance of
recognising individual differences among
students, the expansion of higher and adult
education and the necessity of new ways of
meeting the costs of all forms of education. By
providing a comprehensive overview of such
issues and incorporating the texts of papers
presented, this report becomes a valuable up-
to-date source of information and ideas on

educational policies and practices in a wide
variety of OECD and non-OECD countries.
(96 94 02 1) ISBN 92-64-14095-6, 196pp.
France: FF1 10; elsewhere: FF140 US$24 DM44

JOURNAL OF THE PROGRAMME

ON INSTITUTIONAL MANAGEMENT

IN HIGHER EDUCATION

Higher Education Management
Vol. 6, No. 1
March 1994

The internationalisation of higher education is a
major concern which is increasingly affecting
universities throughout the OECD countries.
The articles in this issue range from philosophical
considerations of the reasons for inter¬

nationalising curricula and student and faculty
exchanges, to the experience of exchange, its
stumbling blocks and administration at
institutional and national levels. Contributors

consider the questions from institutional and
supra-institutional perspectives.

EXCHANGE PROGRAMMES/ Effects on plan¬
ning

INTERNATIONAL PROJECTS/ Effects of

university organisation on their shaping

THE INTERNATIONAL STUDENT OFFICE/ Its

role in a traditional university

INTERNATIONAL EXCHANGE PRO¬

GRAMMES/ The programme of a Belgian
university

INTERNATIONALISATION/ Organising new
academic activities

CREDIT TRANSFER/ A reliable measure of

quality of mobility?

CAMPUS RESPONSES TO INTERNATION¬

ALISATION/ In a US liberal arts college

INTERNATIONALISING UNIVERSITY ACTIVI¬

TIES/ Three mechanisms

INTERNATIONALISATION/ Management and
strategic policy development

NORTH-SOUTH AND EAST-WEST CO¬

OPERATION/ Establishing networks

(89 94 01 1) ISBN 92-64-14086-7, 120pp.
France: FF95; elsewhere: FF1 25 US$22 DM38

PEB Papers

EDUCATIONAL FACILITIES

FOR SPECIAL NEEDS

April 1994
Increasing numbers of children with disabili¬
ties - physical or mental - are being educated
in ordinary schools. Their successful integration
into the day-to-day life of the classroom will
depend not only on the skill of teachers but also
on the availability of appropriate facilities.

This report offers advice on how school build¬
ings can be designed, and existing ones
adapted, to provide a welcoming and safe en¬
vironment for all pupils, whatever their require¬
ments. It draws on examples of good practice
and the experience of specialists from across
the OECD area and will be a source of inform¬

ation for administrators, designers and teach¬
ers.

See Peter Evans, 'Integrating Handicapped
Children', The OECD Observer, No. 187, April/
May 1994.
(95 94 01 1 ) ISBN 92-64-1 4098-0, 32pp.
France: FF40; elsewhere: FF50 US$9 DM16

Energy

IEA (International Energy Agency)

WORLD ENERGY OUTLOOK

1994 Edition*

March 1994

(61 94 06 1 ) ISBN 92-64-1 4074-3, 230pp.
France: FF280; elsewhere: FF360 US$61 DM110
'Also available on diskette and magnetic tape

ENERGY BALANCES

OF OECD COUNTRIES 1991-1992*

April 1994, bilingual
Contains a compilation of data on the supply
and consumption of solid fuels, oil, gas,
electricity and heat. The figures are expressed
in million metric tons of oil equivalent. Historical
tables summarise key energy and economic
indicators as well as production, trade and final
consumption data. Each issue includes
definitions of products and flows and explanatory
notes on the individual country data as well as
conversion factors from original units to metric
tons of oil equivalent.
(61 94 10 3) ISBN 92-64-04041-2. 230pp.
France: FF1 80; elsewhere: FF235 US$40 DM70
'Also available on diskette and magnetic tape

ENERGY PRICES AND TAXES

Fourth Quarter 1993*

April 1994
Contains a major international compilation of
energy prices at all market levels: import prices,
industry prices and consumer prices. The
statistics cover main petroleum products, gas,
coal and electricity, giving for imported products
an average price both for importing country and
country of origin. Every issue includes full notes
on sources and methods and a description of
price mechanisms in each country.
(62 94 02 1) ISBN 92-64-14102-2, 400pp.
France: FF250;
elsewhere: FF325 US$55 DM95

1994 Subscription:
France: FF860; elsewhere: FF950 US$175 DM318

'Also available on diskette and magnetic tape
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ENERGY STATISTICS OF OECD

COUNTRIES 1991-1992*

April 1994, bilingual
Contains a compilation of energy supply and
consumption data in original units for coal, oil,
gas and electricity. Historical tables summarise
data on production, trade and final consumption
of hard coal, brown coal, oil, natural gas and
electricity. Production is shown for 'other solid
fuels' such as wood and waste, as well as for
heat. Each issue includes definitions of products
and flows and explanatory notes on the individual
country data.
(61 94 09 3) ISBN 92-64-04040-4, 270pp.
France: FF235; elsewhere: FF300 US$52 DM93
'Also available on diskette and magnetic tape

QUARTERLY OIL STATISTICS

AND ENERGY BALANCES

Fourth Quarter 1993*

April 1994, bilingual
Contains quarterly statistics on oil and gas
supply as well as energy balances for the OECD
countries. The oil and gas statistics cover pro¬
duction, 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 94 01 3), 360pp.
France: FF250; elsewhere: FF325 US$55 DM95
ISSN 0378-6536

1994 Subscription:
France: FF860; elsewhere: FF950 US$175 DM318

'Also available on magnetic tape

NEA (Nuclear Energy Agency)

INTERNATIONAL CODE COMPARISON
FOR INTERMEDIATE ENERGY
NUCLEAR DATA

March 1994

Nuclear power is confronted with the problem of
safe storage of long-lived radioactive wastes,
especially very hazardous transactinides.
Proposals have been made to transmute these
wastes either within a reactor or via very high
flux secondary neutron sources powered by
high current, intermediate energy accelerators.
Evaluation of the practicality of the latterscheme
requires the ability to calculate the neutron flux
from targets of various materials. It is therefore
necessary to determine the predictive power of
nuclear reaction models and codes in use today.

This publication contains the detailed results
of calculations carried out by eighteen labora¬
tory groups involved in nuclear reaction model¬
ling. The calculations cover incident proton
energies from 25 MeV to 1600 MeV on targets
of Zirconium and Lead. Calculated single and
double differential cross-sections are compared
to high-quality experimental measurements
where available. Details of the nuclear model¬

ling software used in this exercise are de¬
scribed. Many of these codes are available
from one of the nuclear code distribution cen¬
tres.

(66 94 03 3) ISBN 92-64-04031-5, 208pp.
France: FF270; elsewhere: FF340 US$58 DM100

URANIUM 1993 - RESOURCES,
PRODUCTION AND DEMAND*

A Joint Report by the OECD Nuclear

Energy Agency and the International
Atomic Energy Agency
March 1994

The dramatic change in uranium supply over
the last few years remains a key concern to the
world's nuclear power industry and the makers
of energy policy. The uranium market is
becoming increasingly global in nature and the
uranium industry is undergoing significant
restructuring and consolidation. Demand for
uranium continues to increase worldwide and

now substantially exceeds production volumes.
At the same time, production from the mines
continues to decline, chiefly due to low market
prices.

This report presents the compilations of ura¬
nium resource, exploration, production and
demand statistics as of 1 January 1993 for
about fifty countries, including some inform¬
ation never yet published from Asia, Eastern
Europe and the New Independent States. It
also presents an international expert analysis
of the statistics and worldwide projections of
nuclear energy growth, uranium requirements,
and uranium production capability. The
NEA-IAEA 'Red Book', as it is known, is widely
recognised as the foremost reference on ura¬
nium.

(66 93 15 1) ISBN 92-64-14019-0, 200pp.
France: FF275; elsewhere: FF340 US$59 DM100
'Diskette version in preparation

'Nuclear Energy and Information'
Series

TEACHERS AND NUCLEAR ENERGY

Oxford Seminar (United Kingdom)
28-30 June 1993

April 1994, bilingual
It is important that people in OECD countries be
made aware, as early as their days at school, of
such societal issues as nuclear energy because
of the broad implications involved for the future
development of these countries.

Such issues call not only for new teaching
methods but also for new forms of interaction

between education authorities, teachers in dif¬
ferent disciplines and representatives from con¬
cerned industries and students. In line with the

teacher's evolving role, appropriate training and
education tools must be used.

This publication contains the proceedings of
the international seminarorganised by the OECD
Nuclear Energy Agency on the means of train¬
ing and informing teachers in the field of nuclear
energy. It includes the main papers and a
summary of conclusions.
(66 94 04 3) ISBN 92-64-04036-6, 312pp.
France: FF1 90; elsewhere: FF250 US$42 DM75
A video, 'Discussing Nuclear Energy at School', has
been developed by the OECD Nuclear Energy Agency
based on the lessons learnt from this international
seminar. Write to OECD Electronic Editions for further
details.

'Radiation Protection' Series

PROBABILISTIC ACCIDENT

CONSEQUENCE ASSESSMENT CODES
SECOND INTERNATIONAL

COMPARISON

Overview Report
A Joint Report by the OECD Nuclear
Energy Agency and the Commission
of the European Communities
April 1994

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.

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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Increasing use of quantitative risk assessment
in the evaluation of nuclear safety has resulted
in more attention to the reliability of the methods
used and the uncertainty associated with their
predictions. The OECD Nuclear Energy Agency
and the Commission of the European Com¬
munities initiated this study within this context
in order to compare the predictions of the major
codes currently being used.

This report presents the results of the study
together with an overview of probabilistic con¬
sequence assessment methods.
(66 94 01 1) ISBN 92-64-14101-4, 104pp.
France: FF125; elsewhere: FF160 US$27 DM49

Environment

OECD Environmental Performance

Reviews

JAPAN

March 1994

This report is part of the new OECD
Environmental Performance Review Pro¬

gramme which conducts peer reviews of
environmental conditions and progress in each
member country. It scrutinises efforts to meet
both domestic objectives and international
commitments. Evaluating progress in reducing
the pollution burden, improving natural resource
management, integrating environmental and
economic policies, and strengthening inter¬
national co-operation is also central to these
reviews. The analyses presented are supported
by a broad range of economic and environmental
data.

Environmental performance reviews of Ger¬
many, Iceland, Norway and Portugal have al¬
ready been published.
(97 94 04 1 ) ISBN92-64-1 4085-9, 21 0pp.
France: FF1 30; elsewhere: FF1 70 US$29 DM49

PROJECT AND POLICY APPRAISAL

Integrating Economics
and Environment

April 1994
Sustainable development implies the consist¬
ent use of economic techniques for evaluating
projects, programmes and policies designed
either to protect the environment or which may
have an effect on it. More particularly, the
environmental consequences of any activity
should be evaluated in monetary terms, in a
cost-benefit framework. How, for example, can
the economic values of death or illness due to

pollution, amenity losses or the destruction of
natural resources be evaluated?

This manual provides a detailed description
of such techniques as the monetary valuation of
environmental damage, the pricing of environ¬
mental resources, and the role of discounting.
In addition, numerous practical examples of the
use of these techniques in both industrialised
and developing countries are presented.
See Jean-Philippe Barde and Johanes Baptist
Opschoor, 'From Stick to Carrot in the Environ¬
ment', The OECD Observer, No. 186,
December 1993/January 1994.
(97 94 02 1 ) ISBN 92-64-1 41 07-3, 348pp.
France: FF1 80; elsewhere: FF230 US$40 DM72

THE ENVIRONMENTAL EFFECTS

OF TRADE

April 1994

The potential effects of trade on the environment
are not well understood. It is now recognised
that trade can have beneficial and adverse

implications for the environment, just as
environmental policies can have beneficial and
adverse effects on the trading system. The
OECD trade and environment programme
focuses on the interface between trade and

environmental policies and their improved
compatibility.

This volume contains background documents
for OECD discussions on the environmental

effects of trade, including sector studies on
agriculture, forestry, fisheries, endangered spe¬
cies and transport. It also includes the OECD
procedural guidelines on trade and environ¬
ment of June 1993, a discussion of the 1972
OECD Guiding Principles and an overview of
issues pertaining to the harmonisation of envi¬
ronmental policies.
See Candice Stevens, The Greening of Trade',
The OECD Observer, No. 1 87, April/May 1 994.
(97 94 07 1) ISBN 92-64-14094-8, 210pp.
France: FF200; elsewhere: FF260 US$44 DM79

Financial, Fiscal
and Enterprise Affairs

BANK PROFITABILITY: FINANCIAL

STATEMENTS OF BANKS 1983-1992*

April 1994, bilingual
Trends in bank profitability and factors affecting
it are major indicators of changes in the state of
health of national banking systems. These
OECD statistics, based on financial statements

of banks, provide a unique tool for analysing
developments in bank profitability for the period
1983-1992, updating the OECD publication,
Bank Profitability: Financial Statements of
Banks 1982-1991.

(21 94 03 3) ISBN 92-64-041 14-1,1 90pp.
France: FF1 80; elsewhere: FF230 US$39 DM72
"Also available on diskette

MERGER CASES

IN THE REAL WORLD

A Study of Merger Control Procedures
April 1994
Using illustrative case studies, this report
reviews regulatory problems raised by
multijurisdictional review of transnational
mergers. It draws conclusions and makes
recommendations to improve international
co-operation in merger control.
(24 94 01 1) ISBN 92-64-14100-6, 190pp.
France: FF1 80; elsewhere: FF230 US$39 DM72

TAX INFORMATION EXCHANGE

BETWEEN OECD MEMBER

COUNTRIES

A Survey of Current Practices
April 1994, bilingual
Exchange of tax information between OECD
member countries is essential for the applica¬
tion of tax treaties in order to avoid double

taxation and to ensure that domestic tax

legislation is correctly applied. This form of
international co-operation has become
increasingly important with the gradual
liberalisation and globalisation of national
economies. The present report is therefore
intended to help taxpayers to better understand
the operation of the exchange of tax inform¬
ation. It provides a survey of the legal framework

within which such exchanges occur, taking into
account taxpayers' rights and current country
practices and procedures.
(23 94 03 3) ISBN 92-64-04039-0, 1 16pp.
France: FF70; elsewhere: FF90 US$15 DM28

TAXATION AND SMALL BUSINESSES

April 1994
Small businesses are often seen as the key to
the long-term development of an economy and
the tax system is often used as a vehicle for
promoting this sector. Yet designing measures
to aid small businesses is difficult and many
complex areas of tax policy must be addressed:
the relative taxation of incorporated and
unincorporated businesses; prevention of tax
avoidance whilst promoting tax simplification;
how to give help to deserving businesses without
wasting money.

This report summarises the way OECD coun¬
tries have balanced these conflicting aims and
provides information on the importance of the
small business sector and its detailed tax treat¬

ment. It concludes with a series of policy
options.
(23 94 02 1) ISBN92-64-14093-X, 126pp.
France: FF95; elsewhere: FF1 20 US$20 DM37

THE OECD GUIDELINES

FOR MULTINATIONAL ENTERPRISES

April 1994
These Guidelines express OECD governments'
collective expectations concerning the
behaviour and activities of multinational

enterprises. The Guidelines seek to encourage
the positive contributions which multinational
enterprises can make to economic and social
progress in OECD countries and throughout the
world by helping to resolve difficulties to which
their operations may give rise. This report
explains the nature and scope of the Guidelines.
Its purpose is to make them better known and to
contribute to their effective implementation.
(21 94 02 1) ISBN 92-64-14109-X, 81pp.
France: FF70; elsewhere: FF90 US$15 DM28

'OECD Financial Statistics' Series

Part 2*

FINANCIAL ACCOUNTS OF OECD

COUNTRIES

CANADA 1977-1992

April 1994, bilingual
(20 93 33 3), 50pp.
ISSN 0304-3371

1994 Subscription:
France: FF1, 600;
elsewhere: FF1, 760 US$320 DM565
'Also available on diskette

CCET (Centre for Co-operation
with Economies in Transition)

TRENDS AND POLICIES

IN PRIVATISATION, Vol. 1, No. 3
March 1994, bilingual

This publication provides twice-yearly reviews
of recent developments in privatisation and a
comparative analysis of experiences in Central
and Eastern European countries and the New
Independent States of the former Soviet Union.
Privatisation is a key element of structural
reform. The ambitious programmes launched in
these countries are unprecedented and,
because of their difficulties and possible
repercussions, reliable data and analyses of
developments is vital for their success.
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This publication also addresses specific pri¬
vatisation topics and takes an interdisciplinary
approach bringing legal, economic and organi¬
sational aspects all within its scope. The aim is
to provide decision-makers with a comprehen¬
sive view of policy alternatives and of the bases
for the analyses leading to them as
well as of the experience gained through their
implementation.
(06 93 03 3) ISBN 92-64-04032-3, 196pp.
France: FF90; elsewhere: FF1 15 US$21 DM37

Science, Technology
and Industry

INDUSTRIAL STRUCTURE STATISTICS

1992*

April 1994, bilingual
This publication provides annual data covering
a number of variables (production, value added,
employment, investment, exports, imports,
wages and salaries, number of establishments
and hours worked) for two- to four-digit ISIC
manufacturing classes and some one- to
two-digit non-manufacturing classes. The series
are derived from industrial surveys, foreign
trade data or national accounts. A section of

qualitative information on national sources and
methods is included. Ten years' data are shown
(five years for number of establishments and
hours worked).
With 251 tables

(70 94 01 3) ISBN 92-64-04035-8, 364pp.
France: FF250; elsewhere: FF325 US$55 DM98

"Also available on diskette and magnetic tape

PRIVACY AND DATA PROTECTION

Issues and Challenges
April 1994
The degree and nature of the protection of
personal information and data continues to
evolve in OECD countries. This report describes
privacy and data protection developments in
OECD countries as well as international trends.

In particular, different types of national
self-regulatory regimes are considered along
with the regulation of international data transfers.

The report also provides a brief review of the
OECD Guidelines on the Protection of Pri¬

vacy and Transborder Flows of Personal
Data.

(93 94 03 1) ISBN 92-64-14096-4 , 72pp.
France: FF50; elsewhere: FF65 US$11 DM20

Tourism

TOURISM POLICY

AND INTERNATIONAL TOURISM

IN OECD COUNTRIES 1991-1992

Special Feature: 'Tourism Strategies
and Rural Development'
March 1994

In 1 992, international tourism resumed its growth
in the OECD area despite both a persistent
international economic slow down and the

escalating Yugoslav conflict. This report brings
together and analyses the most recent available
data on international flows and on international

tourism receipts and expenditure in OECD
countries. In addition to these cyclical trends,
the report includes a special chapter which tries

to gauge whether tourism strategies can help
revitalise rural areas.

(78 94 01 1) ISBN 92-64-14091-3, 240pp.
France: FF1 90; elsewhere: FF250 US$42 DM75

Trade

Trade Policy Issues No. 3

ANNUAL REPORT

MAIN DEVELOPMENTS IN TRADE 1993
April 1994
This study describes the recent evolution of
trade flows, important new trade measures, and
changes in trade policy between April 1 993 and
1 January 1 994, a period marked by the intense
final negotiations to conclude the Uruguay
Round and during which important devel¬
opments in the field of regional integration also
took place. Certain trends of previous years
continued: recourse to bilateral measures

operating outside the framework of established
multilateral rules and disciplines; increased trade
friction over the use of anti-dumping trade
remedies; and the increase in the number of

unresolved, long-standing trade disputes.
This publication describes those trade meas¬

ures which have important trade policy dimen¬
sions. These measures are classified by type
rather than by country, which allows for a better
identification of underlying trends. Finally, the
report describes measures which go beyond
traditional trade policy, as new areas of
trade-related issues have come increasingly to
the forefront of policy-makers' attention. Ex¬
amples of these new areas include the inter¬
relation between trade policy and environmen¬
tal, competition and investment policies.
(22 94 04 1) ISBN 92-64-14014-9, 75pp.
France: FF 60; elsewhere: FF80 US$13 DM24

Transport

'Road Transport Research ' Series

ENVIRONMENTAL IMPACT ASSESS¬
MENT OF ROADS
March 1994

The importance of linking transport and
environment policies is now well recognised.
Based on a comprehensive survey in OECD
countries and on selected case studies, this
study provides a review of traditional
environmental assessment methods and

procedures currently used in the road and
road-transport sector and explores the potential
of new research developments focusing on
strategic approaches for long-term policies,
plans and programmes, by emphasising the
role of public communication and involvement.
A series of conceptual recommendations and
new evaluation methodologies and instruments
to enhance the planning and decision-making
process are presented, making this publication
both a framework and practical guide to OECD
countries' transport administrations, highway
agencies and environmental authorities.
(77 94 01 1 ) ISBN 92-64-1 4082-4, 1 86pp.
France: FF1 80; elsewhere: FF235 US$40 DM70

OECD Publications and Electronic Editions

Catalogue free on request

10 BESTSELLERS

(To order, please use the form inserted

in this issue)

1. OECD ECONOMIC SURVEYS
1993-1994 Series

ITALY

(10 94 19 1) ISBN 92-64-14054-9
France: FF85

Elsewhere: FF1 10 US$20 DM33

2. OECD GUIDELINES

FOR THE TESTING OF CHEMICALS
(97 93 50 1) ISBN 92-64-14018-2
France: FF950

Elsewhere: FF1235 US$199 DM365

3. NATIONAL ACCOUNTS

Vol. 1 - Main Aggregates
1960-1992

(30 94 02 3) ISBN 92-64-03976-7, Bilingual
France: FF1 50

Elsewhere: FF1 95 US$33 DM58

4. OECD/CCET ECONOMIC SURVEYS
1993-1994 Series

THE CZECH AND

SLOVAK REPUBLICS
(09 94 02 1) ISBN 92-64-14065-4
France: FF1 00

Elsewhere: FF1 30 US$22 DM38

5. PROJECTED COSTS

OF GENERATING ELECTRICITY

Update 1992
(66 93 08 1) ISBN 92-64-14020-4
France: FF220

Elsewhere: FF290 US$50 DM90

6. NON-GOVERNMENTAL

ORGANISATIONS

AND GOVERNMENTS

Stakeholders for Development
(41 93 1 5 3) ISBN 92-64-03899-X, bilingual
France: FF1 50

Elsewhere: FF1 95 US$35 DM58

7. BASIC SCIENCE

AND TECHNOLOGY STATISTICS
1993 Edition

(92 93 05 3) ISBN 92-64-03896-5, bilingual
France: FF270

Elsewhere: FF350 US$60 DM110

8. MODEL TAX CONVENTION

No. 5 - Attribution of Income

to Permanent Establishments
(23 94 01 1) ISBN 92-64-14058-1
France: FF50

Elsewhere: FF65 US$11 DM19

9. SAFETY CONSIDERATIONS
FOR BIOTECHNOLOGY

Scale-up of Crop Plants
(93 93 08 1) ISBN 92-64-14044-1
France: FF50

Elsewhere: FF65 US$12 DM19

10. COMPETITION POLICY

AND VERTICAL RESTRAINTS

Franchising Agreements
(24 93 05 1 ) ISBN 92-64-1 4053-0
France: FF1 90

Elsewhere: FF250 US$42 DM78
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THE OECD STAN DATABASE

Now Available on Diskette

Descriptive leaflet
available on request

from OECD Electronic

Editions

The structural analysis (STAN) industrial database provides the most complete internationally comparable

data on industrial activity to date. An invaluable tool in international economic research and analysis,

the STAN database reflects trends, highlights the correlation between between various industries

and captures the relationships that prevail countries. It also makes possible the design ot industrial

indicators, such as shifting shares of output and employment by industry, capital expenditures per

worker, import penetration and supports detailed modelling exercises of individual industries.

The STAN database was created to fill the gap between detailed data collected through industrial

surveys which lack international comparability and national-accounts data that are internationally
comparable, but are only available in fairly aggregate form.

Through the use of these estimation techniques, the Directorate for Science, Technology and
Industry of the OECD has created a compatible national account database for 16 countries,

covering 49 manufacturing industries for seven variables (Production - Value Added - Gross Fixed
Capital Formation - Number

Engaged - Labour Compen¬

sation - Export and Import)
from 1970 to 1991.

Price:

FF1.600 US$290 DM485

(less a 15% discount

to members of the academic

circle and government

agencies)
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