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Literacy, Economy and Society
Results of the First International

Adult Literacy Survey

How can literacy be measured? This book
sets out its definitions, and tests for three
types of literacy: prose literacy, to
understand texts found in daily life; docu¬
ment literacy, to respond to information
contained in materials like job applications,
transport timetables, maps, tables and
graphs; and quantitative literacy, to apply
arithmetic operations to daily operations.

This publication sheds light on the
relationship between micro-economic vari¬
ables - individual literacy, educational
attainment, labour-market participation and
employment- and macro-economic issues
such as economic competitiveness, growth
and restructuring, in the seven countries
covered (Canada, Germany, Ireland, the
Netherlands, Poland, Sweden, Switzerland,
the United States). A large number of
tables and graphs allow the comparison of
countries and of different groups within
countries in their standard of literacy.
Published jointly by Statistics Canada and
the OECD

(81 95 11 1) ISBN 92-64-1 4655-5
November 1 995, 200pp
France: FF 160;
elsewhere: FF2 10 US$40 DM60

Continuing Professional
Education of Highly Qualified
Personnel

Institutions of higher education are
increasingly involved in continuous
professional education. Businesses, pro¬
fessional associations and the commercial

sector are also present in this market.
Together, and each with its specific contri¬
bution, they are helping to structure a train¬
ing market and improved qualifications for
workers.

This book analyses how these changes,
in 1 7 OECD countries, are reshaping higher
education and raising challenges for policy¬
makers. It calls for a constructive dialogue
enabling the parties involved in the sector
to forge a coherent system to cope with the
high growth that seems probable.

(91 95 09 1 ) ISBN 92-64-1 4477-3
September 1995, 102pp
France: FF 1 20;
elsewhere: FF155 US$32 DM44

Learning Beyond Schooling
New Forms of Supply and New
Demands

OECD Documents

How can advanced democracies, at the
close of the 20th century, make
knowledge and learning central to
social and economic activity? The quest¬
ion is important for future prosperity.
Traditionally, learning has been centred
around schools and classrooms. Today,
it must extend to everyone, everywhere.

New communication and information

technologies offer an unprecedented
opportunity to extend learning beyond
traditional barriers of age, time and
place. This publication considers how the
supply of learning opportunities can be
better matched to a growing and
increasingly diverse pattern of demand,
particularly through productive
partnerships among institutions,
governments and employers.

(96 95 09 1 ) ISBN 92-64- 1 4529-X
July 1 995, 56pp
France: FF50;
elsewhere: FF65 US$1 3 DM1 9

OïY/MO/nsû

Evaluating and Reforming Education Systems
To respond to the demands of governments and of the public in general, schools must be more attentive to continuing evaluation. That
means implementing new practices. Evaluation methods and practices should rely on basic concepts which are transparent and which
reflect a consensus among interested parties. An outside evaluator would thus be able to delineate and implement strategies consonant
with the educational reforms in any national context.

(91 96 04 1 ) ISBN 92-64- 1 4779-9, April 1 996, 86pp
France: FF1 00; elsewhere: FF1 30 US$27 DM38

Assessing and Certifying Occupational Skills and Competences
in Vocational Education and Training
Because of the expanding numbers of enrolments in vocational and technical training, its growing cost and the trend toward
decentralisation, the issues of skill assessment and certification are becoming crucial. Approaches taken to them will have to respond
to changing skill requirements, diverse expectations of young people, and the growth of adult training. Whether acquired in schools
or in the work environment, skills and qualifications must be visible and portable in national and international labour markets.

(91 96 01 1) ISBN 92-64-1 4690-3, April 1996, 220pp
France: FF1 80; elsewhere: FF235 US$46 DM68
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Strategies
for a Learning Society
Jean-Claude Paye, Secretary-General of the OECD

Aswe approach the turn of the century, the world
economic and political order is undergoing

profound and rapid change. Progress in tech¬

nology, communications and international

economic integration is intensifying. Knowledge and

skills are becoming ever more important determinants of social
and economic advancement. In order to meet these new economic

challenges as well asfulfilpersonal, cultural and social goals, the
reform of education and training systems has moved towards the

top ofpolicy agendas. Future economic prosperity, social cohe¬
sion, and full civic participation in democratic societies- all

depend on a well-educated population.

It was against this background that the education ministers of

OECD countries met last January at the OECD headquarters in

Paris to review progress and chart the course for the education

and training policies of their countries for the future. They stated

their conviction that learning throughout life was crucially im¬
portant for enriching personal lives, fostering economic growth

and maintaining social cohesion. The aim of this approach is to
equip every individual with the necessary foundations and to

improve the motivation for continued learning throughout life.
life-long learning has become essential for a number of

reasons. The large and continuing shift to the service economy.

the gathering momentum of globalisation and the increasing
importance ofknowledge and skills in production are constantly

changing the skill profiles necessary in the job market. Unskilled

jobs are fast disappearing in OECD countries. As new products
and services appear more rapidly and people change jobs more

often, frequent renewal of skills is required. As a result of these

developments, there is a risk of new polarisation emerging
between people whoparticipatefully in the acquisition and use of

knowledge and skills and those left on the margins ofthe 'inform¬
ation society'. The life-long approach responds directly to the
necessity of developing in the OECD economies and societies the

capacity to adapt and renew continuously. With its accent on

each individual's capacity and motivation to learn, this approach
has the potential to foster and unleash the innovative energies of
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individuals, to strengthen social cohesion and democratic found¬

ations, and to enable adaptation on the part of all actors in the
economy.

Participation in education and training has been expanding

in all OECd) countries, yielding a more diverse array ofoptions in
response both to individual aspirations and interests as well as to
broader social and economic demands. Yet there are still some

majorgaps in provision, and not enough attention has been paid
to improvements in quality, including educational methods in

particular. System-wide changes are necessary to ensure the qual¬
ity and coherence ofprovision, to avoid inefficient use ofresources

and to lake full adi 'outage ofadi rinces in pedagog) < and in inform¬
ation technologies.

Although excellent early childhood education is well-established

in some OECD countries, most have yet to improve access, raise

quality and identify ways in which preschool programmes can

operate in partnership with thefamilies ofyoung children. These
measures are offundamental importance, since educational dis-

adi >a ntage wh ich is not addressed ea rly is likel] >to persist th rough-
out life. A sizable proportion ofyoung people- some 15-20% in
many countries- still leave school without adequate qualifica¬
tions, knowledge or skills. They consequentlyfaceparticular diffi¬
culties in the transition to work- especially as high volumes of
unemployment persist in many OECD countries. Furthermore,

many adults have not been able to develop an adequate basefor

life-long learning. In many OECD countries, up to a third of the
adult population has attained only minimum standards of lit¬
eracy and numeracy, placing them atparticular risk of long-term
joblessness.

Enhancing motivation, the key for life-long learning, has
major implicationsfor schools. learningprovision in many coun¬

tries is often characterised by rigid structures and practices- in
curricula, placing students by age, fixed and narrow timetables

and an emphasis on learning by rote. In the future, schools will
have to offer individualised and accredited programmes to
learners ofall ages.

Curriculum content and methods of delivery should be com-



Education

limed wilh more supple frameworks to encourage self-directed
learning and permit a more flexible response to the diverse apti¬
tudes and backgrounds of students. Institutions in most systems

ought to teach a wider diversity of skills, including learning to
learn ' and other critical cross-curricular skills. Also, a better bal¬

ance has to be struck, beta ven theoretical knowledge and itspracti¬

cal application. The opportunities for wider access offered by the
new information technologies- including mass media and dis¬
tance-learning - have yet to befully exploited, as have innovative

approaches to student-centred teaching methods. Schools should
be viewed as important, and flexible, social assets; they should be
used as 'community learning-centres' offering a variety ofpro¬

grammes and learning methods to a diverse range of students,

remaining open for longer hours throughout the year.
The myriad links between education, training and work are

another area requiring close attention. Highpriority must be given
to the availability of a broad range of options after compulsory

schooling, especially in upper-secondary and the first years of

higher education, smoothing the transition to working life. A more

fluid relationship between learning and work will be necessary in

thefuture. An initialperiod offull-time education will have to be

followed by various combinations ofwork (full- orpart-time). train¬
ing and education, to be provided through enterprises, schools

and institutions of higher education.

A strategyfor life-long learning involves manyparticipants and
requires a rethinking of roles and responsibilities. Afield that is

already complex becomes all the more so because ofthe variety of
the contents, media, methods and sellings of learning, as well as

the involvement of a large number of institutions and individu¬

als. Partnerships between the public and private sectors provide

the most effective and promising means of implementation. 'The

responsibilityfordelivering this broader concept oflearning ought
not. therefore, to he shouldered by governments alone, while more

effort is required to ensure coherence and consistence between
the institutions involved.

How the responsibilities for financing life-long learning are
shared is a critical question, especially in times of budgetary re¬

straint. A more equitable alignment of the sharing of costs with

the distribution ofthe benefits, backed up by a system ofappropri¬
ate incentives, is necessary to mobilise additional investments in

life-long learning. A range of options should be examined: part¬
nerships with business, tuition fees, deferred contribution schemes,

and the best mix of loans and grants to students. Taking account

of their different circumstances, countries will have to strike a

new balance between the contributions of individuals, employers

and workers, and ofsociety as a whole.
A programmefor life-long learningfor all is necessarily a long-

term and moving target, and il will have to lie implemented pro

gressively. OECD education ministers made a commitment toput

in jilace a broad strategy for life-long learning, adapted to the

circumstances of each country, with action directed at:

strengthening the foundations for learning throughout life, by

improving access to education in early childhood, particularlyfor
disadvantaged children, revitalising schools and supporting the

growth of other formal and non-formal arrangements for

learning

promoting coherent links between learning and work, by estab¬

lishing pathways' and 'bridges' that will facilitate more flexible
movement between education and training on the one band and

work on the other (aimed in particular at smoothing the initial

transition between the two), and by improving the mechanisms

for assessing and recognising the skills and competences of indi¬

viduals- whether they are acquired through formal or non-

formal learning

rethinking the roles and responsibilities of all institutions -

including governments- who provide opportunitiesfor learning
creating incentives for more investment in life-long learning by

individuals, employers and the providers ofeducation and train

ing, thereby delivering belter value for money.
In an increasingly interdependent world, individual choices

as well as collective policy decisions must draw on information,
research, evaluation and analyses that go beyond nationalfron¬

tiers. An appropriate knowledge base is criticalfor informed deci¬

sion-making. Based on the ministerial discussions, the OECDplans

to undertake work in a range of areas in order to deepen knoir-

ledge on the implementation of life-long learning strategies. These

areas include: the school oftomorrow; newforms ofteaching and

learning appropriatefor adults; investment in life-long learning

and the sharing ofcosts and benefits; the development ofhuman
resources; the flexibility ofenterprises, new technologies and work

organisation: and thematic reviews of the progress made in the

realisation of life-long learning.

A programme of life-long learning involves a major change in
attitudes towards learning by all members ofsociety. The educa¬
tion ministers have made a commitment to seek, to establish an

environment that fosters this goal. Nevertheless, success will de¬
pend on similar commitments from all those involved. With this

co-operation, there is reason to believe that, as the 2 1st century
begins, the strategy endorsed at the meeting will usher in a new

era of life-long learning for all.
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The School

of the Future
Abrar Hasan and Alan Wagner

Will schools be able to adapt themselves to the demands -
foreseen and unforeseen - made of them now and in the next
century? The explosion of information and technology and the
upheaval in working practices which have marked the last two
decades will continue, contributing to more varied and dynamic
career profiles and increased opportunities for participating
more actively in social, cultural and civic life. The school has a
central role toplay, in helping to develop in eachpupil a core of
knowledge and skills, a capacity for adapting to change, and
above all, a motivation and ability to learn and re-learn over a
life-time.

Profound changes in the labour
market mean that specific preparation
for particular jobs may quickly become
obsolete, both because of advances

in knowledge and technique and
because of rapid shifts by enterprises seeking to
meet consumer demands in an interdependent,
global economy.

Schools, which are charged with preparing
individuals to cope with such an environment,
are also subject to the influences of massive
social shifts, which place additional demands on
their flexibility in teaching and their role in the
community. Family structures are varied. Ethnic
and cultural diversity brought about by a com¬
plex world-wide pattern of migration has

Abrar Hasan is Head of the Education and Training
Division of the OECD Directorate for Education,

Employment, Labour and Social Affairs, where Alan

Wagner has specialised in issues of management,
resource use and the effectiveness of schools.

rendered it impossible to treat the body of
pupils in most schools as a homogeneous entity.

Moreover, schools, families and the immedi¬

ate social circle are no longer the only sources
of information for children. The electronic and

print media, not least television, are readily avail¬
able, and their influence on - and potential for
the development of - young people represents
a major factor in thinking about the school of
tomorrow.

What Should

Children Learn?

The role of schools in laying a foundation for
continuous future learning has been recognised
in the identification of a range of 'cross-curricu¬
lum' skills required by ever)7 young person.1 In¬
stead of expressing the core curriculum in terms
only of traditional subjects, it is possible to see it
as a common foundation of transferable skills -

embracing moral reasoning and action, math¬
ematical/analytical skills and their applications,
scientific approaches to mastering and applying
technical knowledge, information and commu¬
nication science, cultural, civic and economic

studies, arts, health and the environment. These

skills enable learning to be carried on outside
the school, and allow the development of criti¬
cal abilities and of the capacity to identify the
knowledge required, to find and integrate it into
what is already known.

One likely practical consequence of this ap¬
proach is the division of the core curriculum into
a range of 'modules' for each subject area, a
number of which will amount to a prescribed
course. That will allow for a wide range of con¬
tent in each subject, to match the interests and

background of pupils, while maintaining the
coverage of a specified number of subject areas.
Examples of how these arrangements can work
are provided by the US National Education Com¬
mission on Time and Learning in its report
Prisoners of Time.1 One strategy is team-teach¬
ing, in which groups of teachers, often from dif¬
ferent disciplines, work together with students.

Behind such a curriculum lies a broader

issue: that of the overall goals of school educa¬
tion.1 One of these is preparation for life in the
adult world of work and social relationships.
School systems will therefore have to take into
account the values they teach, to include the
norms of tolerance, of non-violence and of

respect for difference.

How Should

Pupils Learn?
It seems clear that teaching methods will have

to change, for two reasons. First, there is wide¬
spread criticism of the abilities demonstrated by
graduates of existing systems, not least in their
mathematical, communicative and analytical
skills. Second, because of the pace and nature
of change in society and in the labour-market,
mass initial education can no longer concentrate
on a basic set of performance skills - reading,
writing and calculation - and a minimum com¬

mon range of 'factual' studies; instead, pupils

The OECD OBSERVER No. 199 April/May 1996 6



Education

Analysis

Are traditional ways of learning on the way
out? Some pupils may find co-operative
learning more natural than the competitive
approach that tends to predominate today.

have to develop thinking skills and the ability to
learn in later life.' They must learn to learn' -
that is, the learner's own ideas and experiences
should be used to stimulate and develop a
motivation to learn, with learning thus occur¬
ring as far as possible in context (for example,
through undertaking a test of the water purity of
a local reservoir as part of a chemistry or bio¬
logy class). Research suggests that in many cases

1. Malcolm Skilbech. Curriculum Reform:An Overview

of Trends. OECD Publications. Paris. 1990: The Cur¬
riculum Redefined: Schoolingfor the 21st Century.
OECD Publications. Paris. 1994.

2. US GovernmentPrinting Office, Washington DC, 1994.

3. Performance Standards in Education: In Search
of Quality, OECD Publications. Paris. 1995.

4. Learning to Think, Thinking to Learn. OECD/
Pergamon Press. 1991.

5.5. Raizen, Learning and Work: 'Che Research Base',

in Vocational Education and Training for Youth
OECD Publications. Paris. 1994.

6. Curriculum Reform: Assessment in Question.
OECD Publications. Paris, 1993.

learning is most effective when groups of
learners engage in a common task, using 'real-
life' tools. In other words, people learn best when
they are involved in learning in an active fash¬
ion and understand its purpose.1

Since no two people learn in the same way,
it may be that the traditional classroom approach,
in which content and speed are largely deter¬
mined by the teacher, is less effective than gen¬
erally supposed. Some pupils may, for example,
find co-operative learning more natural than the
competitive, individual approach which predomi¬
nates in many schools, especially in courses lead¬
ing to examinations. Nonetheless, if learning is
to occur, each person will have to develop the
habit of setting goals, planning his or her work,
and checking progress. In the early stages,
pupils will require help, but they will gradually
require less and less coaching, counselling and
correction of errors.

In practical terms, such a change in approach
will require the definition of an individual 'learn¬
ing path', monitored and changed as and when
required with the agreement of both school and
pupil (as well as parents or guardians). Natu¬
rally, broad bands of pupils will continue to form
classes in particular subjects, but they will no
longer spend the major part of their lesson time
necessarily engaged on the same task and ad¬
vancing through the syllabus at identical speed,
thereby demotivating both the quickest and the
slowest.

Measuring
Learning

If there is to be less standardisation in teach¬

ing, some form of individual profile of achieve¬
ment will become more important, both for the
self-esteem and motivation of the learner, and

as a guide for prospective employers.6 Such pro¬
filing should, first, be used diagnostically during
any programme of education. If, as has often
been the case, an examination provides a mark
of failure and has no remedial follow-up, it
démotivâtes both learner and teacher, But if it

demonstrates weaknesses which are then ad¬

dressed, it will have served its purpose. Second,
assessment should result in certification as soon

as a learner has achieved a given standard in
any module. National examinations at more or
less fixed ages have traditionally marked a rite
of passage between different strata of education -
except, that is, for those whose passage is
blocked by failure, when such barriers often
mean an end to learning. But in the context of
life-long learning they are only a single stage.

A modular approach, indeed, does not mean
that each pupil should, say, receive a nationally
accredited certificate once a term in every sub¬
ject. Instead, internal certification of achievement
should be strengthened where appropriate, and
attainment of a nationally fixed standard marked
in each subject by an appropriate certificate.
Testing by reference to a criterion of perform¬
ance rather than by reference to a statistical norm
(whereby roughly fixed percentages of those
examined are allocated to each grade, from ex-

7 The OECD OBSERVER No. 1 99 April/May 1996



The School

of the Future

FOCUS

Exploiting New Technologies

In the 1980s, in France, the Netherlands and

the United Kingdom, governmentprogrammes
stalled supplying at least one computer to
each primary school, and larger numbers to
secondary schools, thereby ensuring some
consistency in hardware. Since then, bulb in

those countries and elsewhere, much other

hardware has also been acquired. But there is
a difference between installing computers and
using them. The potential for self-teaching is
huge, particularly as computers can respond
immediately to learners' input by correcting it.
Thisfacility can release teachersfrom the rou¬
tine checking offacts and can free pupils to
devote more energy to exploring other issues.
Bui such potential cannot be tapped until
each pupil has access to a PC for long-enough
periods.

In a number if European countries. Aus¬
tralia and the I nited Stales, access through
calile to networks and/or satellite television is

available: and the use of interactive video has

also been explored in France. But there is as
yet no consistent access by schools to the elec¬
tronic networks of information, such as the
World Wide Web.

Just as there seems to be no consistency in
policiesfor acquiring hardware, the provision
of adequate learning software also varies
enormously between languages, subjects and
strata, leading to some scepticism over the
suitability and effectiveness of computer-
based materials. Teachers also fear that by
opening up the school to learning packages
which speak more directly to pupils than tra¬
ditional printed materials, they will lose con¬

trol over the learning process and will not be
able to mediate between the source of inform¬
ation and the pufiil. This worry does, indeed,
raise the question of who creates and monitors
the content of learning materials which are
likely to have at least as wide a distribution as

textbooks. Technical expertise is required also
if pupils' access to public networks is to be
limited to veiled educational materials.

Finally, large-scale training of teachers in the
full exploitation ofhard- and software has not
yet been put in place. But the technological

revolution within isolated computer rooms is
unavoidable, so thai teachers and adminis¬

trators will have to adopt an outward-looking
approach of exploiting the new media rather
lhau merely coming to terms with them.

cellence to failure) is already well established
And many pupils who now sit examinations will
not do so immediately, because they agree with
their teachers that they are not ready. They will
nonetheless have a profile which indicates how-
far they have progressed.

School

for All

In the modular school of the future, children
from all backgrounds can more easily find a
place. Bui how can it accommodate pupils with
no interest in what schools have to offer and

who slide into a pattern of truancy and failure?
How can this system of giving pupils more re¬
sponsibility for their own learning, and of
respect for moral values, cope with those who
still reject it?

Programmes of early intervention arc being
tried in an attempt to identify those children at
most risk and. through early childhood educa¬
tion, to strengthen their ability to succeed in pri¬
mary schools." The Head Start programme in the
I 'nited States, initiated in 1967 delivers health

and social sendees in addition to education. In

1990, 20% of the total population of three- to
five year-olds whose family income fell below
the poverty line were covered by Head Start,
and although IQ testing has shown no conclu¬
sive effects, improvements in children's quality
of life and patterns of social behaviour have been
noted.

Other countries, not least France and the

Netherlands, have also invested in education for

children of pre-school age. The assumption is
that favourable attitudes towards schools and

intellectual development is thus encouraged.
The concept of 'school readiness' is already

current in some countries, particularly the United

~Onr Children at Risk OECD Publications, Paris,

1995; Peler Evans, 'Tackling Educational Disadvantage',

The OECD Observer \o 186, February/March 1994.

8. Redefining the Place to Learn. OECD Publications,

l'a ris. 1995; Pierre Duguet, 'Education: Face-to-face or
Distance?', The OECD Observer, No. I') i. June July 1995.

9. See pp 14-18.

10. Michael Hacker. 'Using Schools after Class Hours?',

The OECD Observer Xo. 189, August/September 199).

States, as a guide to when children should enter
primary school although care should be taken
to ensure that social readiness is given its due
weight alongside intellectual development.

At the other end of the age-range, the mini¬
mum leaving-age, consideration could also be
given to obliging pupils who fail lo reach a pre¬
scribed standard in core skills to remain at least

part-time in education. Those who wish to leave
school at the earliest opportunity would have
thus an incentive to meet the standard. And be¬

tween the ages of entry and leaving, pupils could
repeat individual modules rather than whole
years, thus maintaining their motivation.

Continuity
and Change

A picture of the primary and secondary school
of the future is beginning to emerge, both of its
physical shape and of the typical activities which
will lie carried out inside. Schools will certainly
exist much in their present form, with classrooms
serving as bases for pupils and lor teachers who
will oversee their learning and social develop¬
ment. But that oversight will be concerned to a
larger extent with the monitoring of progress and
agreeing a learning plan with each member of
the class or group. Unless the school has a lot of
space, the classrooms will also have to serve as

flexible spaces for individual work and groups
of varying size.

The resource centre and library will play an
increasingly important role. In secondary schools
it is likely that every subject area will have its
own technology and communications area, with
both school-based electronic resources and

online access to distance-learning (box, left).8
Each pupil will use a computer of some sort, on
which exercises, experiments and creative writ¬
ing can be carried out. Paradoxically, it may well
be mathematics which is the subject that makes
least use of new; technologies, as pupils will still
have to learn the concepts behind computation.

In Finland. France and Scotland, experiment¬
al new school-buildings have been designed
specifically to suit the requirements of learning
based on new technologies, with more flexible

The OECD OBSERVER No. 199 April May I'996
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The school of the future may well be more
a resource centre, using its facilities after
hours to develop a strong relationship with
the surrounding community.

teaching spaces and fewer conventional class¬
rooms than in other schools. Enlarged resource
centres are already being created on the basis of
existing libraries with the addition of video film,
compact disc, interactive software and CD-ROM
resources; educational multimedia and video

discs are also starting to appear.
The importance of socialisation will remain,

and become even more important as individual
study grows as a proportion of learning time,
Each child, particularly at younger ages, will re¬
quire a secure base and a peer-group, however
much learning is carried out at home using a
domestic computer, or alone or in a small group
in school. Yet this socialisation does not have to

be restricted to classroom activities: it can take

the form of sports and cultural events, as in the
adult world.

One of the more marked trends over the last

two to three decades has been the increase in

the average size of schools. Access to remote
sources of teaching by electronic links provides
an opportunity to rethink this policy. It will be¬
come feasible to keep smaller units open, with
local staff integrating distance-learning when
necessary. Pressures on transport systems and a
desire to reduce unnecessary damage to the
environment may encourage such a change in
policy, particularly in rural areas.

A further factor in determining the nature of
the school environment will be the potential for
enlarging the relationship with the surrounding
community. Already, some systems of adult
education are sending adults to join younger
students at school, a phenomenon which will
increase as the practice of continuing education
beyond school years spreads. With the integra¬
tion of work experience into secondary educa¬
tion,9 the school will also be opened up to other
influences and the presence of adults from the
world of work.

School hours are not immutable, neither in

their daily length nor the pattern of annual holi¬
days. Facilities are wasted outside the normal
hours of a short school day, even if adult educa¬
tion may make partial use of premises in the
evenings and at weekends.10 If schools are to
become truly flexible centres of learning for their
pupils and the surrounding community, in prob¬
able association with other social services (in¬

cluding libraries), some consideration will have
to be given to changes in opening hours.

All of this may appear wishful thinking. But
changes in society and the labour market already
have given added significance to the importance
of life-long learning. The school of tomorrow

therefore has to play a key role in teaching a
core of knowledge and skills and imparting a
motivation to learn and relearn. This new role

can be achieved with the implementation of a
more flexible curriculum and school programme,
giving emphasis to cross-curricular skills and in¬
dividualised instruction; a strengthened capa¬
city of teachers, through improvements in their
initial and continuing training; and wider, more
appropriate use of new technologies and
media. Countries will have to work out how the

responsibilities and costs for these changes are
to be shared among young people and their
parents, teachers, businesses and trade unions,
and higher education as well as government.
But, if steps can be taken to implement the
changes, the school of the future will be able to
find its place, in a rapidly evolving world, to be
the bedrock of each person's progress through
life.
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life-long Learning:
Who Pays?

Edwin Leuven and Albert Tuijnman

The commitment to life-long learning callsfor the strengthening
of the foundations for a learning career. It requires the
improvement ofaccess to, and the quality of education in early
childhood, a revitalisation ofprimary and secondary education,
the combating ofschoolfailure, and theprovision ofadequate
meansfor life-long learning. But how strong is the casefor the
increased investment that will be required? How can costs be
controlled and effectiveness improved? And what financing
schemesfor life-long learning would be appropriate?1

Formal education and training systems
in the OECD countries have proven
to be investments that to a large
extent pay for themselves. They yield
substantial and measurable returns in

the form not only of rising standards of living
but also in higher productivity, increased indi¬
vidual well-being and wealthier societies. Social
and private returns are both high. But the social
rates of return tend to decrease with higher steps
of educational attainment, where private returns
are high.2 Life-long learning can therefore be
viewed as an investment that will bring similar
benefits. But its costs are likely to be high, too,
and additional financial resources may be

necessary.

It can be safely assumed that governments
will continue to regard it as their responsibility
to pay for the primary and secondary education
of all children and younger people, since the

Edwin Leuven and Albert Tuijnman work in the
Education and Training Division of the OECD
Directorate for Education, Employment, Labour and
Social Affairs.

The OECD OBSERVER No. 199 April/May 1996

social benefits are so high. But the expansion
and reform of basic education that life-long learn¬
ing will necessitate will have repercussions for
the financing of other sectors of education, parti¬
cularly higher and adult education and training.
To maintain quality in expanding systems of mass
higher education, additional funding may well
be required - and that at a time of general fiscal
constraint.

Usually, governments are the principal
funders of formal education, although there are
substantial differences among countries in the
extent of private funding. Figure 1 (p. 12) shows
total and private expenditure on education for
all strata of formal education.3 Although private
contributions to formal education are relatively
low, institutional arrangements that incorporate
partnerships (for example, the apprenticeship
system in the German-speaking countries) are
apparently an important factor in raising private
resources for educational investment.

A recent study by the OECD and Statistics
Canada discovered that over 20% of the adult

populations of the seven countries investigated -

1

Canada, Germany, the Netherlands, Poland,
Sweden, Switzerland and the United States - have

literacy and numeracy skills of only the most
basic standard.4 A large number of people who
thus lack a proper base for life-long learning
stand a particular risk of long-term unemploy¬
ment. This is an argument for the provision of
adult basic education. But subsequent learning
occurs also in the workplace, and since people
who have already attained better standards in
initial education tend to benefit from more train¬

ing from their employers, learning in the
workplace can contribute to a widening of skill
differences.

Financial arrangements for life-long learning
should create the appropriate incentives for the
different participants. Putting such a framework
into place not only requires a firm commitment
from all the people involved; there is also a price
tag attached. Extra spending will be unavoid¬
able, but governments may find it beyond their
financial reach. The burden will therefore have

to be spread, costs contained, and new and more
cost-effective approaches to learning examined.

Controlling
Costs

Ways of operating more efficiently must be
examined. A first step is to set realistic targets
for life-long learning systems, established through
accurate information about costs and expendi¬
tures. The most important component of spend¬
ing on education, since education and training
are labour-intensive, is the wages and salaries of
teachers and other staff - about 80% of current

expenditures in 1992. On average, the share of
the recurrent budget devoted to teachers' sala¬
ries is larger in primary and secondary educa¬
tion than in higher education.

Expenditure per student is one indicator of
cost. Although the data currently available are
limited, the figures can serve as a rough guide
to what it will cost to enrol an extra student. The

most important feature of such per-student or
unit costs is that in most OECD countries they
are substantially bigger in higher education than
in primary and secondary. That is because of
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higher salaries, a larger proportion of support
and administrative staff, and higher capital ex¬
penditures. Figure 2 (p. 13) shows that expendi¬
ture per student increased from 1985 to 1991 in
foundation education (where average annual
growth equalled 4.8% for early childhood edu¬
cation and 2.8% for primary) and secondary
(2.4%), whereas they appear to be only slightly
increasing for higher education (1.2%). This may

/ Making Lifelong Learning a Realityfor All. OECD
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be an indication that governments recognise the
high social returns to state funding of the earlier
forms of schooling, and are re-examining public
and private responsibilities for financing these
foundations.

The labour-intensive character of initial edu¬

cation reduces the direct scope for saving. In
higher education considerable gains in efficiency
have already been realised in a number of coun¬
tries, and there is scope for even more. New
teaching methods that are both effective and
efficient might provide a partial solution - com¬
puter-aided instruction, for example. But the role
of the teacher will remain central to basic edu¬

cation. Curious and competent teachers together
with involved parents are necessary to teach
children how to learn, but once people have
acquired this ability, self-instruction comes into
focus. Distance-learning can prove to be an

effective and cost-saving tool as it offers consid¬
erable economies of scale, because of its large
elements of fixed costs and relatively small vari¬
able costs.1

Another way of controlling costs might be
the move towards more competitive markets for
learning. That requires scrutiny of how much
governments should be involved in education
and training. Liberalisation of such markets will
call for policies promoting equal access and the
recognition of skills and competences. National
frameworks of standards and competency pro¬
files will be crucial for overcoming imperfect¬
ions in the transmission of information and in¬

crease efficiency in decisions on investment in
human capital.

What Financial

Arrangements?
One can distinguish between two general

concerns in the financing decisions of govern¬
ment - efficiency and equity. Efficiency argu¬
ments arise from price distortions in education
markets, decisions on whether to work or not,

and the liquidity constraints people face. Equity
considerations suggest equal access for people
with different social backgrounds as well as a
fair allocation of public subsidies to different
strata of education - bearing in mind the pri¬
vate returns they yield. These subsidies should
be focused on underprivileged groups and on
forms of learning that generate high benefits to
society; the financial arrangements should exhibit
a high degree of flexibility and must not dis¬
criminate against life-long learning.

One should apply these considerations to
budget allocations. A guiding principle should
be that 'the beneficiary pays'. The role of gov¬
ernment in upper-secondary schooling is not
necessarily all-encompassing. Arrangements like
the dual system in Germany, Austria and Swit¬
zerland are based on substantial support from
employers, thereby smoothing the transition from
school to work and capturing part of the cost
normally shouldered by the government.
Because higher education generally leads to large
gains in private earnings, it would seem natural
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Lifelong Learning:
Who Pays?

Figure 1

Total and Private Education Expenditure,1 1992
IvV % of COP

to ask individuals to contribute in some way to
the costs. The challenge lies in realising this end
in a way that is both equitable and efficient.

Different financing mechanisms have differ¬
ent consequences for efficiency and equity.
Governments seem to be in agreement about
their major responsibility for the financing of
primary and secondary education. But there is
not yet such a consensus about a range of new-
proposals to finance post-secondary education
and training in a framework of life-long learn¬
ing - partnerships with businesses and parents,
charging tuition fees, deferred contribution
schemes, and individual entitlements, to name
but a few.

An example of a deferred contribution scheme
can be found in Australia. There the Higher Edu¬
cation Contribution Scheme (HECS) was intro¬

duced in 1989. Students are expected to pay 23%
of the average cost of each year of their studies.

Since private returns on higher education are
usually high, there is an argument for
shifting more of the burden of funding
onto students themselves.

In this way the student builds up a liability
which has to be repaid after the student leaves
higher education. These repayments are con¬
ditional on income. This is essentially an
interest-free loan system in which the repay¬
ments are collected by the tax office even
though this is not a tax.

The HECS should not be confused with

another (more general) proposal to co-fund
higher education, in the form of a graduate
tax. This is essentially a deferred contribution
scheme in which students get a loan which
they 'repay' through an extra tax later on. This
model has the advantage that it treats stu¬
dents from low-income families (who other¬

wise should have taken out a loan) in the

same way as students from high-income fami¬
lies (who do not require a loan).

Governments may also increase tuition fees
for higher education to shift the financing to¬
wards private sources to make students contri¬
bute to their education and possibly to attract
additional resources in the system. This should
put an incentive on students to make more
efficient choices, and it would stimulate insti¬
tutions to focus on what students want.

Tuition fees can generate revenues but they
also affect the distribution of subsidies, and

to the extent that they reflect marginal cost,
they increase efficiency in the choice of
courses and the allocation of funds. So differ¬

ent schemes for levying tuition fees will ob¬
viously have different consequences. Fees can
be set to vary by student, by type of pur¬
chase or a combination of these. The Nether¬

lands, for example, charges the same fee to
all students in higher education. As a conse¬
quence, those who pursue more expensive
studies obtain larger subsidies.

But higher fees could make education appear
to be more expensive and thus less attractive
because the student pays, whereas with low or
non-existent tuition fees the taxpayer foots the
bill. Although taxation may give the impression
of being a cheaper way of funding higher edu¬
cation, in truth it creates welfare losses. Raising
and diversifying fees can be thus justified from
both efficiency and equity points of view. But
they should be complemented with a scheme of

United States

Germany'

France

Australia

Canada

Netherlands

Denmark

Ireland

Finland

Sweden

1 . The distinction between education funds originating in the public

and private sectors is based on the initial source of funds and does not
reflect subseguent transfers between the public and private sectors. The
expenditures shown as private payments to educational institutions
consist mainly of tuition and other fees paid to educational institutions
by students of households but exclude public subsidies to households
and other private entities for payments to educational institutions for
educational services. Total expenditures reflect direct government
expenditure for public and private educational institutions and
payments of households and other private entities to educational
institutions. Public subsidies have been excluded where necessary

to avoid double counting.
2. Western Germany only; 1 991 .
3.1991.

Source: OECD

financial aid to safeguard equal access since
liquidity constraints faced by individuals can
seriously undermine the outcome.

For life-long learning a promising model,
though one criticised in a number of countries,
is a combination of educational entitlements and

income-contingent loans. The basic idea behind
entitlements is that, instead of providing the sup¬
pliers of education and training with a subsidy,
the government gives entitlements to students
(or to their parents in the case of early educa¬
tion). The attractiveness of this proposal lies in
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t 7 Figure 2

Average Expenditure per Student from Public Sources'
country average

1985

the possibility of varying the
loan and grant part of the en¬
titlements (thereby taking
care of the social background
of the student and lifting .
liquidity constraints), and of
incorporating adult educa¬
tion and training markets in
a single financial arrange¬
ment.

Investment in training

immediately related to a job
has a clearly perceptible re¬
turn in the form of earnings. x
Although it is difficult to link
training expenditures to pro¬
ductivity and company per¬
formance, there is some evi¬

dence that training increases
productivity. Recent studies
have found that (for manu¬

facturing firms in the United
States) the beneficial effects of training depend
on complementary investments in technology.6
Tax regimes have been used to encourage both
employers and learners to make higher contri¬
butions. There is an example in 'parafiscal' funds,
whereby employers pay a levy that is put in a
fund. This money has to be spent on training.
The basic idea is to stimulate employers to train
their employees. The use of levies on payroll,
labour-turnover, capital value or profits could be
extended, the funds raised being used to cover
vocational and general adult education for
people in work. Levies, too, have been criticised,
tried and dropped in a number of countries.
Putting in place levy-based systems increases the
administrative burden for companies; moreover,
it is not clear whether these levies are used

efficiently.
It is not clear how effective these measures

are. It may be necessary for employers to make
a more exact assessment of the total costs of the

6. L. Lynch, 'Employer Training in lire Manufacturing
Sector: First Results from the United Stales', paperprepared
for the Conference on Enterprise Training Strategies and
Productivity, The World Bank, Washington DC, June
1995.

7. Graham Vickeiy and Gregory Wurzburg, 'Intangible
Investment: Missing Pieces in the Productivity Puzzle',
The OECD Observer. No. 178. October/November 1992.

1986 1987 1988 1989

Pre-primary

Primary

t. the number of students used to Calculate expenditure per
student from public sources is the number enrolled in public
schools or in private schools that are predominantly pubticly
funded. Direct expenditure per student from public sources is calculated by dividing direct
government expenditures for educational institutions at the corresponding tier of education
by the corresponding full-time equivalent enrolment. The result is converted into dollars
using the purchasing power parity (PPP) exchange rate for GDP.
i. Data for Austria, Ireland; Spain and the United States, also including Denmark for higher
education, Denmark and the United Kingdom for secondary and primary, and the United
Kingdom for pre-primary, / v '
3. Constant 1991 US% corrected for purchasing power parities and inflation.
Source: OECD. ,,>'?'«)'*. , '; T ' }?r'

training associated with life-long learning to be
able to distinguish such 'investment' from other
recurrent costs. It might also be helpful to find
ways of 'capitalising' the costs of life-long learn¬
ing in such a way that the value they add to an
enterprise is taken into account as an asset.7

Governments are the principal funders
of basic education, but even there the

expansion and reform that life-long learning
will require will call for additional resources.

Updating the skills of the
unemployed should remain a
priority. Active labour-market
programmes require public
support since training can
function both as a reclis-

tributive policy instrument and
an efficiency measure. This
puts additional pressure on
public budgets. OECD govern¬
ments should therefore investi¬

gate innovative ways to en¬
gage in partnerships also
within the public sector, cut¬
ting across departmental re¬
sponsibilities. In Australia and
the United Kingdom, in¬
structively, employment and
education are in the same

portfolio.
All the financing schemes

that have been put forward
have both strong points and drawbacks. It is clear
that because educational systems differ - and
policy concerns vary within these systems - one
has to rely on combinations of the different
finance models. In establishing mixed models
of finance, governments should take the lead in

Average Annual::
Growth Hate {%)

Higher: 1.2
Secondary: 2.4
Primary: 2,8
Pre-primary: 4.8
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devising an appropriate strategy for
financing life-long learning that incorporates the
concerns and requirements of individual learners,
institutions and employers.

If the costs of post-compulsory education can
be shared with both learners and employers, the
prospect of life-long learning becomes realistic.
With or without government action, there will
be an inevitable increase in the amounts of ini¬

tial upper-secondary and higher education, and
of adult education and training. But government
action is necessary to ensure that it does not
benefit only the people able to afford education
privately or to have it paid for by their employ¬
ers. To fund only certain parts of life-long edu¬
cation and to leave all the rest to an entirely free
market would simply endorse inequality and
waste much talent that could produce economic
benefits. A structural and financial framework

that enhances learning at every stage in life is
therefore required.

Additionally, recognition still has to be given
to the social benefits of education, which are

unquantifiable but real and justify a degree of
continuing government commitment to post-
compulsory provision. Education expenditures
are an investment also in general economic well-
being. But since the benefits necessarily lie in
the future, proper accounting is necessary
before investment in human capital can be evalu¬
ated and stimulated.
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Linking
Abrar Hasan and Albert Tuijnman

If thefirst step on the path through adult life- from education
to employment- is unsuccessful, it isprobable that all subsequent
transitions between jobs, and in and out of education and
training, will be difficult. Schools must therefore provide the
foundation for the transition to work. But as societies and
economies change, and demands on people evolve, these
foundations may have to be re-acquired time and time again.
It isfor this reason that ministers ofeducation and labour are
interested in improving the links between education and work.

The school-leaving age has risen in all
OECD countries since the 1960s. Yet

in many countries 15-20% of the
relevant age group still leave school
at an early age, often without useful

qualifications or knowledge or skills directly use¬
ful for jobs (Table 1, p. 16). Some employers
perceive the education system as failing on sev¬
eral counts. They criticise both the broad rel¬
evance of what is taught and the abilities ac¬
quired, basic skills such as reading, writing and
calculation, and general knowledge of how the
world works. But the signals coming from the
labour market are mixed, since other employers
require not generic but vocational skills that are
useful for jobs.

One issue that arises is how initial, continu¬

ing and vocational educational and training can
be better linked with work, in the framework of

a fluid relationship between education and the
labour market, and as features of each individu¬

al's progress through life. Another issue is that a
new balance is required between the general
and vocational elements of education in schools.

Structural changes to the system of initial educa¬
tion may be necessary to link it more success-
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fully with employment. But other aspects of the
labour market also require scrutiny.

One salient feature is the average duration of
employment in any one job (the median ten¬
ure), which varies substantially among OECD
countries. Obviously, shorter periods in jobs
mean more transitions, both between jobs and
between employment, unemployment and edu¬
cation or training. The relationship between ten¬
ure and on-the-job training is evident: workers
who stay for a shorter period with a given em¬
ployer are less likely to receive training, and less
likely to be selected by subsequent employers.
By contrast, those who receive training are more
likely to stay, partly because they recognise the
employer's commitment to them, often made
manifest by a rise in salary, but also because the
training may be specific to that working envi¬
ronment and not be valued by other potential
employers.

Another feature of the labour market across

OECD countries is that unemployment affects
young people more severely than older groups
(Table 2, p. 17). Moreover, educational attain¬
ment is a factor in employment, as people with¬
out upper-secondaiy qualifications are between
five and eight times more likely to be unem¬
ployed than adults with upper-secondary or
higher education.1 But although factors besides
educational status affect the ease with which jobs
can be found, there is a clear indication of a
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Education and IVorlc

Although traditional apprenticeships exist in France, the growing use of alternance requires students to
divide their time between formal education and training in an enterprise.

mismatch between jobs and what young people
in particular can offer prospective employers.
Apparently, the earlier people leave school, the
more difficult it is to find and keep a job. Con¬
tinuing education and training further compound
this relationship, as employers invest much more
resources in well-educated workers than poorly
educated workers.

What Value

in Vocational Training?

The best-known example of work-based
vocational education is the 'dual' system pract¬
ised in Germany, Austria and Switzerland, and
its variants in Denmark and the Netherlands.

Apprentices who have completed lower-second¬
ary general education are recruited and paid by
employers but continue to spend one or two
days a week in vocational schools and the re¬
mainder of the time with the firm, learning a
trade. This system appears to have had a number
of advantages over vocational learning in schools:
lower drop-out rates; direct access by students

to the latest technology and methods used in
the real world; direct experience by employers
of the aptitude and motivation of students, which
are not reflected in school certificates; learners'

becoming accustomed to working behaviour and
employers' expectations; and possible advantages
in the total cost of provision. But now there are
indications that the dual system may be in diffi¬
culty, as young people in some countries in¬
creasingly seek a broad and general education,
and as employers fail to provide a sufficient
number of traineeships.

Other systems offer varying amounts of
vocational preparation in upper-secondary edu¬
cation. School-based vocational education has

been seen by some as an alternative for those
deemed unable to continue with academic learn¬

ing. This view of vocational education as sec¬
ond-rate has been a persistent one, and is one
reason that authorities have been unable to es¬

tablish parity of esteem between vocational and
general education. Increasingly, school systems
are trying to bring the two streams closer to¬
gether. In Japan, for example, recruitment sys¬
tems in practice usually judge recruits on the

15

basis of their performance in general education,
despite the existence of vocational colleges for
some occupations, and rely on on-the-job train¬
ing for career development.

Forging
Closer Links

In recent years, a number of initiatives have
addressed the weaknesses of vocational prepa¬
ration in schools and other educational institu¬

tions, in their lack of direct links both with the
labour market and with academic courses, with

a view to making the transition from initial edu¬
cation to work gradual rather than abrupt.

France, for example, has instituted a voca¬
tional diploma (baccalauréatprofessionnel) as a
counterpart to general and technical diplomas.
At age 15, after four years of lower-secondary
school, most students either continue in a three-

year upper-secondary programme leading to a
general or secondary diploma, or enter a two-
year vocational programme. In 1985, the voca¬
tional diploma was introduced, giving graduates
of the two-year programmes the option of ob¬
taining a diploma after two further years. Since
the introduction of the vocational diploma, much
more use has been made of alternance (work-

based learning), although a few traditional ap¬
prenticeships still exist in France. Students are
required to spend at least 16 weeks in an enter¬
prise, although their performance has no effect
on the award of the diploma. The apparent suc¬
cess of the scheme has led to the extension of

alternance to the two-year vocational courses
which precede the optional diploma course.

There have been similar developments else¬
where. In Sweden students in the new three-

year upper-secondary programmes are obliged
to spend 15% of their time in a workplace on an
unpaid placement, conducting projects related
to their courses. Korea has restnictured its voca¬

tional secondary-school curriculum to include a
full year in enterprises during the three-year pro¬
gramme; and opportunities for graduates of these
vocational courses to enter university are to be

/ Education at a Glance: OECD Indicators. OECD
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Table 1

Total Enrolments in Secondary Education, 1985 and 1992

Age 16 Age 17

1985 1992 1985 1 1985 1992

North America

Canada

United States

94

90 91

69

79

72

72

31

19

37

21

Pacific Area

Australia2 14 79 59 14

Japan 92 95 94 90

New Zealand 68 88 33 66 6 21

European Union

Belgium
Denmark

France

Germany'
Ireland"

Italy
Netherlands

Portugal
Spain5

90

90

90

96

79

52

93

40

58

United Kingdom'49

97

92

92

95

97

76

75

81

74

77

92

57

44

77

35

51

31

94

80

87

93

70

67

55

40

65

40

76

21

34

51

29

27

50

69

59

82

33

36

19

Other Europe- OECD

Austria 86 90 78 85 43 54

Finland" 88 95 82 86 65 80

Norway 84 93 75 87 60 7?

Sweden 90 89 82 87 46 60

Switzerland 84 85 82 82 73 74

Turkey RBI 39 13 34 9 20

., not available v * .% 7 7«CV - ' 17 7 \' 7 ' * 7 ?^v .
1. Net full-time enrolment fates. . 7 Î 1 » *"7 1 ^ <
2. Break in series after 1985. " » r 7 \ -.# -"' * *
3. Western Germany only. .-v
4. Estimate. -,

5. Excluding students of unknown age - about 3% irf upper-secondary education. -
6. If part-time students are considered-tbè enrolment rates are substantially higher: in
1992, 15%t>f.16-year-plds, 20% of 17-year-olds and 16% ef 1 8-year-olds were enrolled
on a part-time basis. . >;: ^ ..

Source: OECD

expanded. Japan introduced a new Integrated'
vocational-academic upper-secondary curriculum
experimentally in 1994, concentrating on career
development: students have fewer compulsory
subjects and are given career guidance to de¬
sign their own course sequence.

In the Netherlands more young people have
been attracted into vocational than general sec¬
ondary education. One explanation may be that
vocational courses are no longer 'terminal' since
they now allow graduates to move on to further
secondary and higher education. Conversely, the
Netherlands has also gone a long way in en

abling those who opt for
academic education to

switch over later to a

vocational track.

In the United States,

there has been a proli¬
feration of programmes
designed to integrate
vocational and general
education, following a de¬
cision by Congress that all
federal money allocated to
vocational programmes in
the States must be spent
on those which integrate
academic and vocational

teaching. There are now,
for example, 'career acad¬
emies' which organise the
core curriculum of sec¬

ondary education around
an occupational theme,
enabling their graduates to
enter employment or to
pursue studies in the same
or a different discipline at
a higher institution. An¬
other recent innovation is

'tech prep', which com¬
bines academic and voca¬

tional curricula and links

the last two years of sec¬
ondary education with the
first two of post-second¬
ary. Further impetus has
been given to such moves

by the passage of the School-to-Work Opport¬
unities Act in 1994.

In other OECD countries, there have been

recent attempts to create partnerships between
educational institutions and firms, although as a
rule these are not systematic because of the de¬
centralisation of education. Australia is nonethe¬

less establishing 'student traineeships' to allow
those in upper-secondary education to combine
school-based studies with both work-experience
and off-the-job training, with the government
paying for off-the-job training for up to 5,000
students by 1995-96. In the United Kingdom,

the government funds training credits which
students can cash in with employers able to
provide the training required; unlike traditional
apprenticeships, this scheme will not require
trainees to spend a fixed length of time in an
enterprise.

A different approach to linking education with
work is taken in the creation of school-based

enterprises. In Denmark, for instance, such
enterprises provide experience for students wait¬
ing for apprenticeship contracts with enterprises.
And in the United States, a 1992 survey con¬
ducted for the National Assessment of Vocational

Education found that 19% of secondary schools
were operating some kind of enterprise that in¬
volved students in producing goods or services
for other people. In the United States it is also

FOCUS

Wming for the Unemployed
Particular concern is devoted throughout
OECD countries to the training and retrain¬

ing of the unemployed, particularly of those
who have been out of work, for extended
periods. Yet such provision has been criti¬
cised for not matching the real require¬
ments either of the labour market or of the
unemployed, and thus for being used sim¬
ply as a way of keeping the jobless
occupied and reducing unemployment
statistics.

There is some evidence as to what form of
training for the unemployed is the most
likely to succeed, although it must be ad¬
mitted that training by itself has only
meagre effects. It has generally been found
that training for people with Utile or no
experience of the labour market, particu¬
larly women, is more effective than for those
who have dropped oat of work. Intensive,
enterprise-based training in the skills
actually used and demanded in the labour

market can be useful foryoung people, par¬
ticularly ifallied with job-search andplace¬
ment schemes. Training for the unemployed
therefore also has to be part of a life-long
system of relevant incremental learning,
and allied to otherforms of support.
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common practice for secondary-
school students to take paid part-
time work, although this falls out¬
side any organised scheme.

An Ideal

Mix?

If an introduction to employ¬
ment is an important part of ini¬
tial education, where does that

leave the suggestion that the
purely vocational track has no
place in secondary education? In
truth, the two positions are not
incompatible. What is required is
a balance between general and
vocational elements.

First, there are advantages in
locating training for specific oc¬
cupations in the workplace rather
than in schools, since learning
occurs best in realistic and tech¬

nologically up-to-date environments. Second,
employers are not a homogenous mass and thus
do not agree on the skills they wish entrants to
the labour market to possess: some would pre¬
fer a broad, liberal education, while others ask

for more detailed understanding of working
practices. Their common demands are nonethe¬
less an ability to communicate, to calculate and
to analyse, which are generic skills rather than
specifically occupational. Third, there is the
argument that no secondary-school course
should close the door to higher education, since
that would limit the opportunities for life-long
learning which the labour market now requires.
Fourth, although it may be more important for
students intending to enter employment directly
from secondary education to acquire general
skills which can be used in a working environ¬
ment and some awareness of the norms of that

environment, in due course all students will re¬

quire this knowledge. Lastly, non-vocational
education tends generally to raise the self-confi¬
dence, social skills and thus employability of
participants, and is therefore valuable not only
to pupils considered 'academic'.

,' TabJe-2
" "" , "t <"" " 7 v\

Unemployment Rates for One Year after Leaving Education
and for Total Labour Force

Students leaving
Unemployment

in the labour force

Lower- Uaner- An
rr , Non-university

secondary secondary ...
. ' higher

education education

University
education

"9

15-24 25-64

North America

Canada 1988 8 9 18 10

United States1 1991 37 12 6 8 14 7 »

{Pacific Area ' .'." .... " ' ...'.' .. ,:,,/

Australia' 1992 33 18 H:
European Union

Denmark 1991 9 15 11 12 11 11 ". *
4 France 1992 57 24 8a 12" 21 9 *

Ireland 1992 35 24 21 10 23 14 *.
Italy 1992 39 33 7

Spain 1991 34 36 13 26 34 15

United

Kingdom' 1993 15 13
A.J;,:-"..

15 8

Other Europe-OECD
Finland 1990 17 6 2 im
Sweden 1992 16* 5 BUI BBI ,
Switzerland 1993

.. not available
*

1. Population of recent leavers deduced from data collected by retrospective household survey.
' : 2. For all school-leavers.

3. England and Wales only.
' a, 1989.

b. 1990. '. » * <
-1 Source: OECD

What, then, is the ideal mixture of vocational

and general education? In broad terms, it would
consist of a system of learning pathways that
more fluently connects all stages of secondary,
higher and adult education and training, so that

terminal stages in the system are
abolished and all students are

assisted to find their individual

paths through education and into
the world of work. This initial

period of full-time education
would be followed, throughout
an individual's working life, by
sequences and combinations
of organised learning on and off
the job, which accompany or
alternate with part- or lull-time
work.

The implication for school
education is that entry into a
vocational track should be post¬
poned until the upper-secondary
stage, and that such a track,
which should contain general
elements, should lead to training
in a specific occupation with the
involvement of a relevant enter¬

prise, or to studies in higher edu¬
cation. Apprenticeships will then

continue to offer one way forward, provided that
the initial skills acquired do not confine the
learner to a single, narrow band of employment;
they have to be sufficiently portable to survive
the changes in working practices which will cer-
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Linking Education
and Work

Just the job? Taking up employment should not mean an end to education - but problems with
accreditation often keep vocational and academic tracks apart.

tainly occur over a working lifetime but cannot
be anticipated.

Attempts are being made to ensure that
vocational courses are given a higher status. One
avenue is accreditation through, for example, the
introduction of standardised National Vocational

Qualifications (for specifically vocational prepa¬
ration) and General National Vocational Qualifi¬
cations (for school-based pre-vocational learn¬
ing) in the United Kingdom.- The work of the
European Centre for the Development of Voca¬
tional Training (CEDEFOP) in seeking to stand¬
ardise vocational qualifications across the mem¬
ber states of the European Union is also rele¬
vant. Yet one of the major drawbacks of most
existing schemes for accrediting vocational learn¬
ing is the lack of relationship to the academic
track. Vocational and academic qualifications
have to be made roughly equivalent if people
are to be able to move easily between different
types of education.

Many ad hoc arrangements are already made
by authorities, educational institutions and em¬

ployers to recognise a range of qualifications as
equivalent to an identifiable norm. The solution
would thus appear to be some form of national

2. Danielle Colardyn and Marianne Durand-Drouhin,
'Recognising Skills and Qualifications', The OECD
Observer, No. 193, April/May 1995.

arrangements for transferring credits, which
would enable individuals to combine learning

from a range of sources in order to attain bench¬
mark qualifications - such as upper-secondary
matriculation, craftsman status, higher-education
diploma or university degree - which are com¬
monly used as evidence of suitability for em¬
ployment or entry into higher stages of learning.

Guidance

and Counselling
The most significant form of ancillary sup¬

port for people seeking to transfer from educa¬
tion to a job is guidance and counselling on con¬
ditions in the labour market and the education

and training opportunities available, together with
practical assistance in identifying employers. In¬
deed, if life-long learning that is relevant and
appropriate to each learner is to be a reality, a
wider network of guidance and counselling will
be required, and at all stages of life. Many
schemes of career guidance, occupational assess¬
ment and job location already exist, alongside
the advertising of courses by educational insti¬
tutions, frequently associated with some form
of counselling on entry. In addition, databases
on secondary and tertiary education are avail

able both in print and online. There may, in¬
deed, be an excess of information.

But such information services are usually
exploited most by those who require them least.
The effects on unemployment and educational
and occupational progression for individuals with
low attainments have been marginal. What is
therefore called for is a closer alliance between

services providing guidance and counselling in
employment and similar services in education
and training, together with delivery both through
workplaces and to people out of work. That re¬
quires personal contact, not merely impersonal
information.

There is no disagreement that vocational edu¬
cation should include the acquisition of basic-
general skills. Much academic education in
schools, by contrast, makes no reference to likely
employment. If work experience can be intro¬
duced into academic courses, pupils will not only
acquire an insight into the realities of work but
will also be better placed to make enlightened
decisions about what form of higher education

to pursue. By extension, it can also be argued
that tertiary education itself in many cases has to
pay more regard to the likely eventual occupa¬
tional application of what is taught. What is
necessary is a convergence between academic
and vocational education, both in content and

in structural arrangements.
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Analysis

Agricultural Markets
from How to 2000

Loek Boonekamp
and Yves Cathelinaud

For decades now, the real

prices of agricultural com¬
modities have been declining
on world markets. This down¬

ward trend appears to be slow¬

ing, with real prices expected
to stabilise over the next few
years - but with wider swings
along the way?1

I
nternational markets for agricultural
commodities, as for other raw materials,

frequently experience sharp fluctuations.
But the turn taken by the wheat market
in the autumn of 1995 was most unusual:

prices close on S200 per tonne; stocks at their
lowest for the past 20 years, having steadily
diminished over the past three years; and a deci¬
sion by the European Union (EU) to introduce a
tax on wheat and barley exports. Faced with
these developments, everyone involved in the
market - producers, traders, consumers and gov¬
ernments - is now wondering what will happen
over the next few years, not only with cereals,
but with all agricultural commodities.

The forecasting of commodity markets is full
of uncertainties simply because many important
variables - from weather conditions to exchange

1 . Agricultural Outlook. Trends and Issues 2000,
OECD Publications, Paris, 1996.
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Agricultural Markets
from Now to 2000
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rates - are difficult or im¬

possible to predict. None¬
theless, the OECD attempts
every year to identify broad
tendencies and analyses the
main uncertainties for the

five years to come. Working
on the assumptions of eco¬
nomic growth, yield trends,
and the like, that it consid¬

ers to be the most plausible
and also assuming that cur¬
rent agricultural policies will
continue in place, it utilises
a complex system combin¬
ing forecasts by its member
countries, calculations from

its Aglink' model and expert
opinions given at the meet¬
ings of the working groups
of its Committee for Agricul¬
ture. The OECD repeats this
exercise every year to take
any new factors into
account, such as the Uru¬

guay Round agreement in 1994 and the recent
agricultural policy changes in Canada in 1995.
This procedure also allows more detailed analy¬
ses to be taken into account, such as those pro¬
duced in the course of the Uruguay Round agree¬
ment, since the passage of time was necessary
for the full implications of this agreement to be
grasped.

Cereals

and Other Commodities

The outlook from now to the year 2000 sug¬
gests that cereal prices in 1996 are likely to fall
sharply from the high positions attained in 1995
and then slowly decline to the end of the dec¬
ade - although an important consideration is that
prices in 2000 should be 10-20% above the
average for the five years 1990-94. Real prices
for wheat are forecast to remain approximately
constant over the 1990s and reductions in those

for coarse grains should be considerably smaller
than during the preceding decades. A more

". f* - *7 Figure T *" .: " " \. * ! > *
Wheat Stocks and World Wheat Price, 1985-2000
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moderate decline in real prices is also expected
for oilseeds, milk and dairy products.

Apart from a rebound in production in
response to the high prices in 1995-96, the deci¬
sive factors in the medium term are continued

strong growth in demand from developing coun¬
tries and slower growth in production and ex¬
ports from the OECD area. Indeed, in the OECD
countries the situation is changing as a result of
the reforms in agricultural policy.

For several years now, the OECD countries
have been reforming their agricultural policies
with a view to phasing-out support to product¬
ion and making more use of direct income-pay¬
ments.2 The Uruguay Round agreement has set
a common frame for the multilateral reform of

agricultural policies and trade and should con¬
tinue to influence these policy changes in the
future. Today, pressure to reduce budgetary defi¬
cits is encouraging OECD governments to move
even further in this direction, which is also re¬

flected in a reduction in government-held stocks.
Production incentives will therefore arise less

from government price guarantees and more
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from the interplay of
market forces.

In the cereals sector, the

implementation of the Uru¬
guay Round agreement will
reduce the volume of sub¬

sidised exports. Those of the
United States, for instance,
should fall from about 22

million tonnes (mt) to a

little over 16 mt and those

of the European Union from
around 30 mt to just over
23 mt by the year 2000. The
reform of Canadian agricult-
ural policy could reduce
exports to the international
market by up to 2 mt. An
important element of these
reforms was the abolition of

freight subsidies which re¬
duced the cost of long-dis¬
tance transport across west¬
ern Canada. After the 1992

reform of the Common

Agricultural Policy (CAP) in the European
Union, the reform of the agri-monetary system
will stop increases in prices in national currency
whenever exchange rates between European
Union countries are modified. The changes to
be introduced by new farm legislation in the
United States were not known at the time of

writing. The institution of a more flexible sys¬
tem of support applied equally to all types of
eligible crops, such as was agreed in Congress
in November 1995, could encourage a shift from
wheat production which used to be the main
recipient, to other, more profitable crops. In ad¬
dition, if cropland currently idled over the long
term in the Conservation Reserve Program (CRP)
were progressively brought back into product¬
ion, this could generate additional output of some
15 mt of cereals by 2000, increasing the US
exportable surplus.

These changes in the cereals markets will have
an impact on the markets for the other com¬
modities. In addition, many of these commodity

2. Wilfrid Legg, 'Direct PaymentsforFarmcrs.^'. The OECD

Observer, No. 185, December 1993/January 1994.
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markets will undergo reforms because of the
Uruguay Round agreement. In the United States,
for instance, after a slight decline in 1996-97
because of the short-term increase in demand

for maize, the kind area sown with soyabeans
should expand again over the next few years. In
Canada, the removal of transport subsidies for
grains and oilseeds will have much less impact
on the production of higher-valued crops (such
as rapeseed) than on feed-grain production. In
the European Union, the volume of production
will remain at the ceiling set in the Blair House
agreement with the United States, on which the
conclusion of the Uruguay Round of negotia¬
tions was based. Outside the OECD area, a sharp
increase in oilseed production is expected,
particularly in Brazil, China and India. But the
expected growth in income throughout these
regions should lead to even stronger growth in
the consumption of oilseeds and of vegetable
oils and oilseed meals. Consequently, world
prices of oilseeds, oilseed meals and vegetable
oils by 2000 should again be well above the
1990-94 average. In real terms, the prices of these
products during the period
1995-2000 should settle at

around 3-6% below their

average over 1990-94.
The dairy sector contin¬

ues to receive a high degree
of support in many OECD
countries, which have often

opted to curb growth in pro¬
duction by applying quota
systems. These account now
collectively for about two-
thirds of milk production in
the OECD area. By contrast,
output is likely to rise sub¬
stantially in countries where
there are no quotas, espe¬
cially in Oceania, where
dairy producers receive
little or no support and base
their production decisions
on world prices. In the
United States, production is
forecast to rise through the
increasing use of soma-

totropine, a hormone which increases milk yields.
The use of this hormone is either not author¬

ised, or is not profitable, in other OECD coun¬
tries.

In general, milk production in the OECD area
in the year 2000 could be 4-5% higher than in

Figured » ' *
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1990-94. In spite of this increase, lower subsi¬
dised exports of dairy products and strong de¬
mand from the non-OECD area should maintain

international prices much above the 1990-94
average until the end of the decade. By 2000,
world prices for butter and skimmed milk

powder could in nominal
* « 77 terms be some 25 and 55%

~". y higher, respectively, than
those for this earlier period.
The consumption of milk in
the OECD area will be rather

different with forecasts of in¬

creased use for the product¬
ion of cheese, fresh pro¬
ducts and whole milk

powder, but less for butter
and skimmed milk powder.
As a consequence, traded
volumes of these last two

products will decline over
the medium term.

The relatively high prices
expected for coarse grains
and oilseeds should result

in slower growth in pork
and poultrymeat production
in most OECD countries. In

the European Union, the
situation is different: CAP re¬

form has led to markedly

2000
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Agricultural Markets
from Now to 2000

lower prices for cereals since 1992 and the re¬
cent taxation of cereal exports is tending to pro¬
tect livestock producers from the current increase
in international prices. In spite of higher feed
costs, total meat supplies in the OECD countries
in the Pacific Rim area, where foot-and-mouth

disease is not endemic, should remain large,
which will moderate price increases in this re¬
gion, particularly in the early years of the pro¬
jection period. Towards the end of the decade

prices could rise again, driven by strong demand
for imports and the gradual opening of markets,
especially in Asian countries.

After remaining low for many years because
of the existence of large surpluses, beef prices
in trade between countries where foot-and-

mouth disease is endemic may progressively
become firmer as well. Such an outcome reflects

a number of factors including the restrictions to
the support system in the European Union, which
is beginning to stabilise beef production, the
reduction in subsidised EU exports in accord¬
ance with the Uruguay Round agreement, and
the effect of increased beef exports from both
Argentina and Uruguay to
North America and the

Mercosur countries. The dif¬

ferential between interna- >"

tional prices on the Pacific-
market and higher domes- ,
tie prices in the European
Union should nonetheless

remain too wide to allow

the European Union to ex¬
port beef without subsidies,
By way of contrast, unstib-
sidised exports of pork and
poultrynieat from the Euro¬
pean Union should rise,
especially if feed costs
remain steady.
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New Market

Conditions

World market conditions

are changing and are likely
to be appreciably different

500

from those of the past few decades: stocks have
shrunk markedly, demand has become less re¬
sponsive to changes in prices (in the OECD coun¬
tries, at least), and uncertainties are arising on
the extent of the production potential, especially
for cereals. These factors have implications both
for medium-term trends in prices and for the
behaviour of prices in the short term An im¬
portant element is the uncertainty concerning
the potential for cereal production, both in OECD
countries and elsewhere. The Conservation Re¬

serve Program in the United States and land held

in annual set-aside schemes in the European
I iiion probably constitute the only land reserves;
it remains to be seen to what extent land will be

released from these two programmes. The
global trend in yields is another subject of
debate: there is some evidence that the yield
growth for wheat and rice has started to level-
off in some countries outside the OECD area.

Yet further reforms and trade liberalisation should

be sufficient to spur growth for cereals, for coarse
grains in particular.

Of the many uncertainties affecting demand

Figure 3

Pacific Beef Imports and US Beef Price, 1985-2000
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in the medium term, two are particularly import¬
ant. The first concerns the impact of changes in
the pattern of consumption in developing coun¬
tries, above all in China. With higher incomes in
these countries, the consumption of meat and
daily products is rising. Some countries are opt¬
ing for higher imports while others prefer to
develop their own livestock production and im¬
port more feed-grains. In this context. China
should remain the leading world importer of
wheat and continue to restrict the export of feed-
grains so as to supply its own expanding live¬
stock production. But if its Iced requirements
were higher than expected, China would have
to begin importing feedgrains or increase wheat
imports, thereby pushing tip world prices. By
contrast, low-income importing countries might
have more difficulty in obtaining supplies on
the world market, which could put the problem
of food security on a new footing.

The second major uncertainty concerns the
import demand of the countries that were for¬
merly part of the Soviet Union. In the medium
term, economic recovery might increase the de¬

mand for livestock products
*- - rry, and feed requirements in

. * y. 7» these countries. It is difficult

i y % to quantify this effect, since
the timing and pace of these
developments are uncertain.
In view of their logistical
constraints, these countries

are expected to continue to
import meat and butter
rather than feed grains.
Nevertheless, in the event of

further poor harvests, cereal
imports may rise since

stocks are currently very low
in these countries.

The weaker short-term

responsiveness of demand
to changes in price in the
OECD area is also an in¬

creasingly important factor
in determining the outlook.
As households in OECD

countries earn more, they
spend a much smaller pro-
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The implementation of the Uruguay Round should appreciably reduce the volume of subsidised cereal imports

portion of their incomes on food. Demand for
food, and still more demand for basic agricult¬
ural commodities used as ingredients in
final food products, is therefore not very respon¬
sive to changes in price. The same trend is
beginning to be observed in non-OECD coun¬
tries showing strong economic growth. Rapid ex¬
pansion in agro-food industries in several de¬
veloping countries is also tending to make their
demand for imports less responsive to changes
in international prices, since these industries
often prefer to operate at full capacity because
of their veiy high fixed costs. A similar situation
is arising for demand for feed grains in livestock
feeding. For example, the pork sector is moving
towards the same type of industrialisation as is
seen in poultry production. In the medium term.
that could affect the responsiveness of demand
for animal feed and reduce the cyclical aspect of
production. Policies which insulate pro¬
ducers from fluctuations in the world price are
having the same effect.

Medium-term tendencies should also be

viewed in the context of the current sitciation

for stocks, the reduction in public stocks and
changes in stock management in particular. The
low volume of cereal stocks is tending to in¬
crease price variations from one year to the next.
But the higher percentage of private stocks and
the wider dispersion of such stocks both world¬
wide and within countries might allow these
stocks to be more responsive to changes in
market conditions. Nonetheless, the global impli¬
cations of a reduction of stocks and of changes
in how they are managed are not entirely clear.

The adjustment of agricultural policies will
also be important, in particular by reducing the
role of governments in the market place, to allow
supply and demand to respond to prices as flex¬
ibly as possible. With diminishing government
intervention in the market, the management of
market risk through private means is gaining
importance. Futures markets are a prime ex¬
ample. As long as governments assumed price
risks, futures markets were relatively less import¬
ant in North America and also in other countries

where traditionally they were less active. But from
now on they are expected to be used once more

as insurance against price risk. Indeed,
the main commodity exchanges in the
United States are currently develop¬
ing specialised products in prepara¬
tion for the possible withdrawal of
government programmes.

Agricultural markets are facing a
new situation because of strengthen¬

ing demand and reforms in agricult¬
ural policy, The extent and means of
government intervention in the
markets are changing. The potential
for bringing land into production is
limited in OECD countries and uncer¬

tain elsewhere, whereas demand

appears to becoming somewhat less
flexible than in the past. Agricultural
policy is likely to evolve further
under the effect of various factors

during the next few years, so as to
improve the functioning of markets,
in particular in those countries which
have gone no further than imple¬

menting minimum requirements set under the
Uruguay Round agreement. Future adjustment
of the agricultural sector should take place in
the context of more favourable market

conditions than in the past.
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Globalisation

As borders come down, governments are having to change how they function to cope with the
increasingly international dimension of policy issues.

Sally Washington

Globalisation is changing how governments operate. Even
domestic issues are increasingly affected by outside institutions
and events that national governments cannot hope to control.
Yet fears that national sovereignty is being undermined may
be short-sighted. International co-operation can improve the
effectiveness ofpolicies and offers the opportunity to address
common problems. But can the machinery ofgovernment in
OECD countries cope?

Governments have progressively lost
control over national policy
agendas. Decisions on monetary
and fiscal policy are hostage to
international economic conditions,

including the unpredictable movements of
globalised financial markets. Employment and
welfare policies have implications for inter¬
national competitiveness. And national and
international interest-groups, the media, and
multinational enterprises all influence the de¬
mands made of governments and the options
available to them.

Participation in international fora or the adopt¬
ion of international agreements - in effect, a
voluntary pooling of sovereignty - further
reduces room for mancuvre, perhaps even re¬
quiring modifications in long-standing domestic
policies. The Nordic tradition of open public
access to government information, for example,
is being restricted to conform to the confidenti¬
ality requirements of membership in the Euro¬
pean Union. Similarly, the move to a single
European currency is requiring some countries

to pursue austerity measures that are politicially
unpopular, such as reforming generous welfare
regimes to trim budget deficits.

Interdependence clearly narrows the degree
of independence. But is this once-treasured in¬
dependence a good thing? Unilateral action may
not be the most effective way to achieve the
outcomes governments desire. National

autonomy in. say. the exploitation of inter¬
national fisheries,1 or the right to pollute, would
inevitably result in severe damage to common
natural resources. And many goals cannot be
met by governments acting alone: in tackling
environmental degradation, international crime
and drugs trafficking, the interests of individual
nations can be protected only by co-operation
with others. This sort of collective action also

opens new opportunities for progress, such as
establishing rules of the game for information
highways2 or a global financial system. And al¬
though global policy-making reduces govern¬
ment autonomy over its own actions, it simulta-

Sally Washington works on policy-making systems
in the OECD Public Management Service.
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neously allows governments more influence over
policies in other countries.

Organising
for Influence

International credibility demands internal
coherence. Other governments must be able to
trust that a government means what it says and
has the authority to deliver what it promises. Yet
co-ordination is increasingly unmanageable as
more national actors take to the international

stage - including 'line' ministries and lower tiers
of government - often with conflicting agendas
(box, p. 26). Governments therefore have to ad¬
just their internal machinery and improve
internal co-ordination.

Even when internal co-ordination functions

well, finding an effective role in international
policy fora - becoming a 'policy-maker' rather
than a 'policy-taker' - will not follow automati¬
cally. Governments have to set priorities3 for
participation in international fora to determine
when and when not to get involved, how parti¬
cipation should occur and by whom, how to
resolve disputes and manage the roles of inter¬
ested parties, and to how weigh the consistency
of international policy against national goals and
existing legal and consitutional frameworks. The
ability to justify its actions against some set of
principles or goals can strengthen the legitimacy
of the position a government takes, can help
forge internal consensus, and can maximise the
potential for international influence. But this
strategic capacity is lacking in most OECD
countries.

Governments are also organising regionally
to achieve global influence. The development

/. William Emerson, Hilling the High Seas: The OECD

Observer. No. 195, August/September 1995; Carl-
Christian Schmidt, "The Net Effects of Over-fishing', The
OECD Observer. No. 184, October/November 1993.

2. Deborah Hurley. Property and Privacy in Cyberspace'.
The OECD Observer. No. 196. October/November 1995.

7Î. Regulatory Co-operation for an Interdependent
World. OECD Publications. Paris. 1994.

4. Serge Devos, Regional integration', The OECD

Observer No, 192. February/March 199.5; Nicholas
Vanston, What Price Regional Integration:'': The OECD

Observer No. INI. April/May 1993.

of groupings - such as the European Union,
NAFTA and APEC - and international or multi¬

lateral agreements, particularly those related to
trade, such as the World Trade Organisation, has
obvious implications for national governance. On
the surface, regionalism and multilateralism
appear contradictory, but may in practice be com¬
plementary trends.4 Regional groupings may be
one way for countries - particularly small,
peripheral economies - to maximise their influ¬
ence in global or multilateral fora. During the
Uruguay Round, for instance, the European
Union showed how the bargaining power of in¬
dividual member states could be enhanced by
collective action.

A Democratising
Effect?

Globalisation means that citizens are now

informed of issues and events directly from
international sources, particularly through radio
and television and, more recently, the Internet.
Governments can no longer censor or control
inflows or outflows of information. That may
help to build democracy in traditionally closed
countries - by exposing 'dirty secrets' like abuses
of human rights - but it also exposes all socie¬
ties to 'undesirable' information such as porno¬
graphy, racist propaganda and instaictions on
how to carry out terrorist activities. Information
technology has effectively eliminated the capa¬
city of countries to isolate themselves from the
world outside.

This 'democratising effect' - politicising and
mobilising citizens - is affecting national poli¬
cies. Citizens can use information from other

countries to challenge their own governments.
Groups of indigenous peoples - such as New
Zealand Maoris, Australian aboriginals and
Canadian Indians - are increasingly sharing strat¬
egies across national borders, putting pressure
on regional and national governments to know
more about what their counterparts are doing in
response.

Interest-groups are likewise organised inter¬
nationally. A prominent example is Greenpeace,
which has 40 offices in 30 countries, annual re

venues of S130 million and a staff of over 1,000.

The recent Royal Dutch/Shell Brent Spar case -
where Greenpeace forced the abandonment of
a plan to sink a disused drilling platform in the
high seas - illustrates the power such co-ordina¬
tion can bring. At the 1993 Rio Summit, the 1994
Cairo Conference on Population Growth and the
recent Beijing world conference on women, gov¬
ernments were lobbied both by their own and
by foreign interest-groups.

The global news media, too, increasingly
define international issues and events, which

consequently demand immediate responses from
governments. Images of starving children or
massacres are instantly projected into living
rooms around the world, shaping public opin¬
ion and demands. Governments themselves are

using the media to influence global public opin¬
ion. Although Canada was legally in the wrong
in seizing a Spanish vessel in the recent fishing
dispute between the two countries (a disagree¬
ment which also involved the European Union),
Canada appeared to win hands-down in the
associated media campaign. The media are also
used strategically during military conflicts. Both
sides in the Bosnian conflict have used the glo¬
bal media to present their case to the world out¬
side, as did Saddam Hussein during the Gulf War.

The result of all these trends is that inter¬

national events are more visible and transpar¬
ent, have more domestic policy ramifications and
involve the public more often and more directly.
But does easier access to information and deeper
participation in policy formulation and imple¬
mentation by a wider range of individuals and
institutions make those processes and their out¬
comes more 'representative', responsive to citi¬
zens and hence democratic? Or are policy pro¬
cesses usually captured by powerful interests
with special access to information and its dis¬
semination?

Or a Democratic

Deficit?

Governments may take policy issues into the
international arena as a strategy to escape
domestic opposition. Claiming 'tied hands' from
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Ministries with sectorial responsibilities in OECD
countries now often manage their own inter¬

national relations andparticipate directly in in¬
ternational negotiations. There arefew guaran¬
tees that they will reflect the 'national interest'
rather than their own narrow perspective. This
risk is especially acute when the issues at stake
are technical and managed by 'experts'. Pur¬
suing departmental interests can undermine the
actions of other ministries. For example, envi¬
ronmental officials may support the linking of
environmental protection with trade sanctions,
and labour officials the linking of labour stand¬
ards with trade sanctions, thereby conflicting

with trade officials who insist on the main¬
tenance of an open world trading system.
Interministerial disputes - jostling for turf -
common on the home front are thereby trans¬
ferred to the world stage where the stakes can be
much higher and the costs ofpolicyfailure more
dramatic.

The situation is even more problematic when
sub-national governments take to the inter¬

national stage. The Spanish Constitutional
Court, for instance, recently ruled that Spanish
'self-governing communities' (regional govern¬
ments) could set up offices in Brussels for direct
contact with the European Union- an initiative
contested by the central government. In this con¬
text governments have to develop mechanisms -
consultation, information exchange - to im¬

prove co-operation with other strata of govern¬
ment so as to reconcile national and

subnational interests in the global policy envi¬
ronment.

Policy co-ordination between ministries is

likely to be the principal means, if not ofachiev-

Co-ordinating External Relations
ing consensus, then at least of avoiding open
differences of approaches. In most OECD coun¬
tries responsibility for internal co-ordination
rests with the centre of government, sometimes
within a special foreign-policy unit under the
Prime Minister's authority, such as the French
General Secretariat of the Interministerial Com¬
mittee on European Economic Co-operation

(SGCT) and the European Secretariat ofthe Cabi¬
net Office in the United Kingdom. In Finland a
new interministerial body, the Cabinet Euro¬
pean Union Committee, has been formed within

The Spanish
Constitutional Court

recently ruled that
the regional
authorities - such as

the parliament of
Catalonia -could

deal directly with
Brussels, a decision

contested by the

central government

the Council ofState; and Australia has instituted
a special cabinet committee to deal with matters
related to Asia Pacific Economic Co-operation
(APEC). In contrast, Canada has eliminated the

foreign-policy committee of the cabinet in recog¬
nition that the international dimensions ofsub¬
stantive policies cannot be isolated and should
be dealt with in other substantivepolicy commit¬
tees. Other countries have seen the extension of
flexibility in decision-making structures, with
more recourse to ad hoc interministerial com¬

mittees. Clearly, there are no perfect models.
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being party to international agreements may
allow them to present policies al home that are
unpalatable to some groups, and therefore
politically difficult to implement.

There may also be a power shift from elected
to non-elected bodies. The tendency to resort to
international decision-making (including treaties
and international agreements) seems to increase

the power of executive government at the ex

pense of legislatures, putting such fora beyond
democratic control. This is clearest for the mem¬

ber states of the European Union, especially for
ils directives and regulations, which unlike the
EU treaties themselves, have not been sub¬

mitted to national parliaments for ratification. The
erosion of parliamentary supervision is likely to
be a central isstie in the debate on the future of

democracy. Parliaments are already demanding

more say in the international undertakings of
their governments. But can parliamentary over¬
sight be built into international decision-making
without adding costs and delays?

As more decisions are taken internationally,
there are also likely to be demands lor more

77 Governance in Transition: Public Management

Reforms in OECD Countries, OECDPublications, Paris.
1995.
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transparency and accountability in such fora.
Citizens will rightly demand to know who -
governmental or non-governmental bodies - is
pushing a particular set of decisions and under
what authority. For example, if international
interest-groups are influencing a particular de¬
bate, the voter-taxpayer will be keen to know
who is at work, what their mandate is, and how

they are funded.
Most OECD countries have taken substantial

steps to improve accountability and openness
in domestic policy-making processes.5 But the
same emphasis has not been placed on the de¬
velopment of 'global governance'. Democracy,
transparency and openness should feature along¬
side effectiveness as important factors under¬
pinning the structures of global decision¬
making fora.

Considerations of the connection between

democratic processes and international decisions
are only now beginning to surface. The EU is
witnessing much debate inside and between its
member states on the roles, responsibilities and
relationships of accountability between the Com¬
mission, the Parliament, the Council and mem¬

ber governments (not least national parliaments).
As domestically, strategies for integrating

multiple interests into policy would improve
democracy in international decision-making. The
OECD, for example, is considering whether the
current arrangements for consultation with
labour and business should be augmented by
procedures to consult with other interests, such
as consumer or environmental groups. These
procedures must be well managed. There is a
danger - which also exists in the national con¬
text - that pressure from well-organised lobbies
will overshadow the requirements of the less
vocal majority, a concern that seems to be
warranted by the mushrooming of special-inter¬
est groups in Brussels.

International fora do appear to be weather¬
ing these challenges. The fisheries dispute in the
North Atlantic, for example, although difficult,
did not result in withdrawal of either party from
the North-west Atlantic Fisheries Organisation,
which governs catch quotas in the region. Rather,
it resulted in calls for improved management
measures and dispute-resolution procedures. The

Greenpeace - with a high profile in the media - is reaping the benefits of its international co-ordination.

dispute-resolution processes of the WTO, as yet
untested, offer new means of shoring up a frame¬
work for international trade that is fragile but
beneficial to all parties, and certainly preferable
to unilateral sanctions and reprisals.

In other words, international organisations
have to be capable of delivering results while
maintaining democratic values. That will require
a range of new procedures, including improved
procedures for negotiation, mediation and dis¬
pute-resolution, mechanisms for building trust
and mutual confidence between countries, and

assessment and revision processes. Building
international institutions that are fair and well

respected poses a challenge to all parties involved
in international policy making.

In building mutual taist and the other found¬
ations of global governance - democracy and
effectiveness - national governments have to be
able to communicate to their local populations
that domestic and international dimensions of

policy are inextricably linked and to demonstrate
that sovereignty can actually be enhanced rather
than diminished by active participation in inter¬
national decision-making. Decisions taken in the

international fora will thus have to be trans¬

parent, fair and workable.
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Reforming
Social Transfers
Maitland MacFarlan and Howard Oxley

Expenditure on transfers to the working-agepopulation in OECD
countries accounted, on average, for a little over 7% ofGDP in
1992. With fiscal pressures requiring efforts to limit spending
over a wide front, the reform of income-transfer programmes
has become a prominent issue across the OECD area. These

programmes are intended toprotect workers and theirfamilies
from unexpected changes in their living standards through
unemployment, illness or disability, and to ensure that no
member of the community is in poverty. But such programmes
can have a major impact on incentives in the labour market
and hence on the demandfor and supply ofjobs. There is also
concern that they are not always reaching their intended goals
(which are themselves under discussion) and, in some cases,

may be making things worse- for example, bypromoting long-
term dependency on benefits. How efficiently are these
programmes meeting their goals, and how might they be
improved?

Thethree main programmes that trans¬
fer incomes between the population
of working age1 in the OECD coun¬
tries are: social insurance, which

provides protection against loss of in¬
come from unemployment or disability; benefits
in the form of social assistance, aimed at ensuring
a basic minimum of support for individuals or
households through means-tested benefits in cash

Maitland MacFarlan now works in the Central and

Eastern Europe Division and Howard Oxley in the
Public Economics Division of the OECD Economics

Department.
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or in kind;2 and family benefits or child allow¬
ances, intended to improve 'horizontal' equity
by making adjustments for the more extensive
demands of larger households.

Transfer spending directed at people of work¬
ing age increased from an OECD average of
2.5-3% of GDP in I960 to around 6% in 198(7

This growth resulted from a combination of
broadening coverage (for example, providing un¬
employment insurance to workers in the primary
sector, such as fishermen and farm-workers, and

to people in part-time jobs), increases in the
numbers eligible for benefits (particularly
because of the growth of unemployment in the

28

1970s) and, to a lesser extent, increases in bene¬
fits themselves.

Growth in spending then slowed markedly in
the 1980s: the GDP share of working-age trans¬
fers increased on average by 0.7% over the
decade, but with a good deal of diversity across
countries. In the countries with the largest in¬
creases in total spending - Australia, Austria,
Canada, Ireland, New Zealand, Spain and
Sweden - the main growth usually came from
unemployment benefits. This expansion was
mainly a result of increases in the number of
unemployed, although in some cases changes in
the generosity of benefits were also important.
But in the countries where spending was reduced
(Belgium, Denmark, Germany, Luxembourg and
the Netherlands), the tightening-up of eligibility
criteria played a considerable role.

With the further increase in unemployment
in the early 1990s, income transfers to the work¬
ing-age population rose to 7.3% of GDP on
average in 1992. If the projected fall in the un¬
employment rate of the OECD area between now
and the year 2000' is matched by an equal de¬
cline (in percentage terms) in the share of un¬
employment benefits in GDP, average transfer
spending in the OECD would decrease by less
than a quarter of a percentage point of GDP
from its 1992 share. Reductions in this amount

are therefore likely to require fundamental
changes in the structure and operation of these
programmes in many OECD countries.

Cross-country
Differences

There are wide variations between OECD

countries in the amount spent on transfers for
the working-age population, ranging in 1992 from
1% of GDP in Japan to 14% in Finland. Insur¬
ance-related transfers dominate total transfers:

with the exception of Australia and New Zealand,
they make up the bulk of expenditure in both
high- and low-spending countries and they
account for 80% of cross-country variation in total
transfer spending.

Some countries spend less because of rela¬
tively heavy emphasis on targeted social assist-
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One of the aims of social transfers is to provide

insurance against loss of earnings through
disability.

ance (Australia, New Zealand and the United

States). But this pattern is not consistent across
all countries: some of those with higher total
spending (Denmark and the Netherlands, for
example) spend a bigger share of GDP on social
assistance than the low-spenders (such as Japan
and the United States). Spending on family and
child benefits has little influence on the country

rankings; most countries spend around 1-2% of
GDP on these benefits.

Considering spending by programme, a parti¬
cularly important role in determining overall dif-

l.For an analysis ofpension systems, see Willi Leibfritz
and Deborah Roseveare, 'Aging Populations and Gov¬
ernment Budgets', The OECD Observer, No. 197,
December 1995/January 1996.

2. See pp. 32-34.

3. The statistical data in this article are taken from Social

Expenditure Statistics of OECD Member Countries.
Labour Market and Social Policy Occasional Papers,
No. 17. OECD Publications, Paris, 1996.

4. OECD Economic Outlook, No. 57, OECD Publica¬

tions, Paris, fune 1995.

ferences between countries is played by arrange¬
ments covering 'incapacity for work' (combining
disability, sickness, maternity, and occupational
injury and disease). Some higher-spending coun¬
tries are also relatively generous with pre-retire¬
ment benefits (Belgium, Denmark and Finland)
and with housing benefits (particularly Finland,
France and Sweden).

Some of the cross-country differences reflect
the tax position of benefits. Most countries tax
benefits to some degree. But the high spending
in Denmark, the Netherlands, Norway and
Sweden partly reflects the fact that pre-tax bene¬
fits have to be high because a substantial part of
them is clawed back through the tax system.
Differences in demographic or industry struct¬
ure (a larger proportion of older workers, for
example) and the coverage of the programmes
also account for some of the difference but

appear to be much less important. The main dif¬
ferences in spending thus result primarily from

the particular rules each country sets to govern
access to benefits, and the application of these
rules in practice.

Eligibility
Conditions

Conditions of eligibility appear to vary con¬
siderably. With unemployment benefits, for
example, there are wide variations between
countries in the share of the unemployed who
receive benefits. Relatively short periods of bene¬
fits seem to contribute to low expenditure in
Greece, ItalyJapan and the United States - coun¬
tries where unemployment-assistance schemes
(for people no longer eligible for insurance, for
instance) are also of limited scope. In contrast,
high-spending countries (Belgium and the
Netherlands, for instance) all tend to have long

periods of benefits for unemployment insurance
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(increasing the share of the un¬
employed who receive such
benefits), backed up by compre¬
hensive assistance schemes.

Differences in spending on dis¬
ability benefits are particularly
marked, and bear little relation to
what is known about inter-coun¬

try differences in morbidity. In¬
stead, these programmes appear
to be prone to moral hazard (that
is, there are strong incentives for
people to apply for benefits even
when they may not require or
have a right to them): they often
provide more generous benefits
than unemployment; benefits last
longer; and programmes have, in
some cases, permitted firms to lay¬
off older -workers, making disabil¬
ity insurance a form of early re¬
tirement. Relatively high spend¬
ing and large numbers of benefi¬
ciaries in some countries can usu¬

ally be attributed to some combi¬
nation of the following elements:

assessing individuals' eligibility
in relation to their ability to carry
out their previous jobs, rather than
any job at all

providing benefits at relatively low degrees of
permanent disability (for instance, 25% in the
Netherlands and 33% in Spain)

including local labour-market conditions as a
factor in determining 'disability', making it easier
to classify the unemployed as disabled

allowing applicants to use their own doctors
to determine their disability, particularly if medi¬
cal conditions used to establish claims are broadly
and/or vaguely defined.

With sickness benefits, higher-spending coun¬
tries tend to have some combination of short

contribution periods (to establish eligibility) and
long duration of benefits (for example, Denmark,
the Netherlands and Sweden). In addition, in¬

creasing the share of sickness expenses borne
by employees and/or their employers can help
to contain both public spending and moral hazard
in these programmes."

Finally, differences in spending on social assist¬
ance largely reflect the relative importance of
these programmes within each country's overall
arrangements for income support, and how tightly
the schemes are administered. At one extreme,
means-tested assistance benefits form the basis

of the Australian and New Zealand systems, and
take on a substantial supporting role in Canada.
Moreover, assistance in these countries reaches

a larger share of the population as a result of
relatively generous tests of income and assets,
and because benefits are not all withdrawn on a

one-for-one basis as earned income rises.

At the other extreme, social assistance plays a
more limited role in Austria, Switzerland and the

Nordic countries, since social-insurance pro¬
grammes are there to take up the running. Bene¬
ficiary numbers have traditionally been controlled
through tighter tests of income and assets, stricter

rules on taking jobs when offered,
and close monitoring - although
rising unemployment and more
part-time work and lone parents
have led to an increase in spend¬
ing there in recent years.

Although generally of less im¬
portance in explaining variations
in spending, entitlement condi¬
tions may still be important in
some cases. For example, high
unemployment benefits (relative to
what can be earned in a job) may
contribute to higher spending in
Denmark, the Netherlands, Spain,
Sweden and Switzerland. For dis¬

ability benefits, rates are particu¬
larly high in the Nordic countries,
Luxembourg, the Netherlands and
in most southern European coun¬
tries (Italy, Greece and Spain), all
of which have relatively high vol¬
umes of spending and/or high
numbers of beneficiaries.

Making Systems
Work Better

Recent changes or proposals for
change to improve social-transfer systems can be
organised around three broad themes:

making social insurance more 'insurance-
based' - paying closer attention to how pro¬
grammes are abused and to the incentives that
increase these risks (moral hazard)

reducing the risk of dependency on social-
assistance schemes by using more intensive 'case
management' methods, supported by stronger
financial incentives on claimants to take up work

improving the co-ordination and coherence of
administration, across both programmes and dif¬
ferent strata of government.

To ensure broad and equitable coverage, social
insurance is likely to remain primarily a public-
sector responsibility. Nevertheless, control over
spending could be improved through the use of
some standard insurance instruments, commonly
employed in the private sector. More emphasis
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on risk-sharing approaches between the insurer
and the insured, for example, would tend to
focus social cover on major claims (longer-term
illness) while requiring self-insurance (by indi¬
viduals and/or their employers) for smaller risks
(for short periods of illness). Indeed, several
OECD countries (Denmark, the Netherlands and

Sweden, for example) have recently introduced
(or increased the number of) uncompensated
'waiting days' at the beginning of each insurance
claim, although many still provide cover from
the first day.

Employers could be 'experience-rated', as in
the United States, according to their use of insur¬
ance, particularly unemployment benefits, penal¬
ising firms with strong seasonal fluctuations in
demand and employment. The links between
individuals' entitlement to benefits and their

employment or contribution record could be
strengthened, and limits placed on the number
of claims within a given period.

The role of social-assistance programmes is
likely to increase where social-insurance pro¬
grammes are tightened. This might be effective
in reducing costs but might fail to reach other
social and labour-market objectives. If social
concerns do not permit assistance benefits to be
low relative to earnings, tightening insurance
benefits will place more people on assistance
benefits - facing those individuals with serious
work disincentives (unless they can be countered
by other measures, such as tighter case-manage¬
ment).

The scope for voluntary self-insurance, and
for tailoring coverage more closely to individual
circumstances and risks, could also be increased

if individuals were given more choice - within
limits - about the proportion of their income they
can insure through public schemes. There is also
scope for tightening up the operation of some
particular insurance schemes. Spending on dis¬
ability and sickness benefits could be curbed by
ensuring that claims are in line with eligibility,
are objectively assessed and, where possible, are

5. Both Sweden and the Netherlands have reducedpublic

spending on sick pay by obliging firms to pay for the
first weeks ofsick leave; Denmark has recently introduced
a waiting period.

(>. The OECD Jobs Study OECD Publications, Paris,
1994.

medically verifiable. For partial disability, extend¬
ing work-testing to all reasonable forms of em¬
ployment should reduce the scope for prolonged
periods of inactivity. Limiting the duration of
wage-related unemployment benefits (say, to a
year at most, as suggested in The OECD Jobs
Study''), possibly combined with reductions in
benefits as the duration lengthens, may encour¬
age more active job search.

The risk of long-term dependency is parti¬
cularly high for recipients of social assistance:
benefits are unlimited; many beneficiaries have
poor prospects of employment and earnings; and
benefits are withdrawn as earnings increase. In
some cases strengthening the direct financial
incentives on recipients to seek, accept and re¬
tain jobs may be appropriate. For example, bene¬
fit reductions may be required where benefits
are high relative to the wages they can earn.
Employment-conditional benefits, as in the
United Kingdom (benefits to poor working fami¬
lies) and the United States (tax reductions or

credits for low-income families), can also en¬

courage work by supplementing the market earn¬
ings of the low-paid. And some separation in
the income-testing of family members, as intro¬
duced in Australia, can reduce the strong dis¬
incentives to work that often face the husband

or wife of an unemployed person.
But public concern that an 'adequate' degree

of support should be maintained means that the
scope at least for reducing benefits is limited.
Supporting measures - in the form of more in¬
tensive case-management - is likely to be necess¬
ary to encourage and help beneficiaries to find
jobs. This approach has three (partially overlap¬
ping) dimensions: regular monitoring and coun¬
selling of beneficiaries; requiring claimants to
participate in some form of training, employment,
or other 'active' labour-market programme; and
sanctions - in the form, for example, of suspen¬
sions or reductions in benefits - where claim¬

ants fail to meet programme requirements (on
seeking or retaining job-placements, taking up
training opportunities or declaring income and
assets, for example). Such measures when ap¬
plied consistently seem to be effective in short¬
ening the duration of claims and identifying non-
serious claims.

Nonetheless, the case-management approach
will likely increase administration and training
costs even if this may be more or less offset by
reduced abuse. But there is probably scope for
reductions in administration costs by consolida¬
ting, or at least better co-ordinating, the various
agencies and programmes serving claimants - for
example, through centring administrative re¬
sponsibility for and control of case management
on a single agency. There are some indications
that operating such agencies on a decentralised
basis may be more effective than central control
in identifying and responding to client require¬
ments. But local control may have to be set within
a broader (possibly national) framework to en¬
sure consistency, accompanied by local funding
to encourage programme administrators to be
'cost-conscious', and arrangements such as block
grants or loan facilities from central government
to reduce risks of regional inequities.

Social-transfer systems perform an important
insurance function. Nonetheless, in many coun¬

tries such programmes have to be reviewed to
ensure that intended goals are being achieved
at lowest cost and that the undesirable effects

on individual behaviour are minimised. Such

measures should help control government
spending and improve the functioning of labour
markets.
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A Comparative Study
of Sociai Assistance
John Ditch

Social-assistance schemes - whereby governments provide
income-support through cash or benefits to less-well-off
individuals or families - are difficult to compare on an
international basis: definitions vary, and responsibility for
policy, financing and delivery can belong to either national,
regional or local authorities. Indeed, in some countries there is

an important rolefor non-governmental organisations, too. A
complicating factor in the analysis (and administration) of
social assistance is the treatment of housing costs: in some
countries they are included within general social assistance
and in others there is a separate, andgeneral, scheme ofhousing
benefits. Until recently, this complexity had dissuaded analysts
from preparing a systematic profile of social-assistance
programmes in the OECD countries. This gap has now been
rectified by a major comparative study.1

There is no single or universally
accepted definition of social assist¬
ance. A first step in pursuit of such a
goal is to distinguish the three basic-
methods by which the state can allo¬

cate resources to individuals or households.

These are, first, by giving 'universal' or contin¬
gency benefits, not related either to income ot¬
to employment status but allocated to citizens
falling within a specified social category, such
as child benefit and family allowances paid to
mothers. Second, there are social-insurance bene-

john Ditch is Professor of Social Policy, University
ofYork, 1 1nited Kingdom; he was recently a consultant
to the OECD.
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fits which are related to employment status and
to a record of contributions. Third, there are
means-tested or income-related benefits, where
eligibility is dependent on an assessment of cur¬
rent or recent income and/or assets. And within

this category there are three kinds of assistance
benefit: those which are 'poverty-tested' as op¬
posed to general means- or income-tested bene¬
fits (which may include recipients who have in¬
come above the poverty line); benefits in cash
and 'tied' benefits such as assistance with hous¬

ing costs; benefits which are available to all claim¬
ants within a specified income-band and those
which are aimed at particular groups, such as
older or disabled people.

32

In 1992, the proportion of spending on
social assistance in the OECD countries,2 ex¬
pressed as a proportion of GDP, ranged from
0.1% in Greece (which has no general assist¬
ance scheme) to 13% in New Zealand, where

almost all benefits are based on the recipient's
resources. Assistance for specific groups of claim¬
ants makes up a larger part of spending than
general programmes in most member states of
the European Union, while tied assistance (parti¬
cularly for housing) is especially important in
France, Sweden and the United Kingdom. All
OECD countries (with the exceptions of Japan
and Switzerland) increased the proportion of total
expenditure on social security committed to
social assistance between 1980 and 1991. The
Nordic countries recorded the fastest rates of

growth of spending on social assistance pro¬
grammes, although they began from a low base
in 1980.

Who

Benefits?

The English-speaking countries tend to oper¬
ate the most extensive social-assistance pro¬
grammes. In 1992, the United Kingdom provided
Income Support, its general unified social-
assistance programme, to 15% of the population.
When schemes directed at particular groups are
included, Australia and New Zealand predomi¬
nate and Ireland also joins the high-coverage
group. Those with the lowest numbers of claim¬
ants include Greece, Japan, Portugal, Spain and
Switzerland. In most countries, but especially
Canada, Germany, Ireland, the Nordic countries
and the United Kingdom, there was a substantial
expansion in the number of recipients of social
assistance between 1980 and 1992.

Dis-aggregating the data into specific claim¬
ant groups is not easy but the indications are
that old age is becoming less important as a
trigger for claiming assistance, and disability, un-



Social Affairs

Analysis
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Old age now seems less important a trigger for claiming social assistance as disability, unemployment
and lone-parenthood are rising.

employment and lone parenthood have become
more so. In most countries, between a half and

two-thirds of claimants are single and only one-
third (on average) have children.

All social-assistance schemes operate with the
same underlying rationale: that eligibility for
benefit should be established on the basis of an

assessment of means, taking into account estab¬
lished conventions of family obligation and reci¬
procity. Attempts (as in Austria and Germany,
for example) to shift responsibility for support
onto the extended family have been mostly un¬
successful; there have so far been few attempts
to individualise benefits (that is, split them
between partners).

Who

Pays?
A primary difference is between countries

which are organised on a centralised, integrated
and national basis (Australia and the United King¬
dom) and where there are common conditions

of eligibility and payment, and those countries

(such as Italy, Norway and Switzerland) which
have structures that allow for the devolution of

responsibility for combinations of policy and ad¬
ministration to local governments. One pressure
frequently observed is experienced in areas
where demand for social assistance is high but
where capacity to fund schemes is limited (as in
the northern, industrial, départements m France).
Although policy objectives and delivery struct¬
ures are diverse, there is a common concern to

streamline administration, not least by increas¬
ing the role of computers in assessment, pay¬
ment and the detection and prevention of fraud.

NGOs play an uneven role in the administra¬
tion of social assistance. In some countries, such

as the United Kingdom, they are often described
as a 'poverty lobby' seeking to campaign and
influence policy. In others, such as Switzerland,
they take the form of a 'shadow' social-assist¬
ance structure, offering an alternative to the stig¬
matised formal arrangements. In others yet, and
there are examples in Canada and New Zealand,
NGOs are organised to provide supplementary
assistance in the form of food banks. In many
countries, charities have a special role in respond

ing to urgent and exceptional demands for food,
shelter or clothing.

How

Much?

One of the main aims of the study was to
collect comparable evidence about the value of
benefits. There is immense variety in the values
of such payments: after housing costs, and for a
couple aged 35 years with two children (aged
seven and 14),3 they ranged from $33 per month
in purchasing power parities in Portugal to $1,024
per month in Iceland. For a retired couple, the
value of the social-assistance package (after hous¬
ing costs) ranged from $36 per month in Portu¬
gal to $868 in Denmark. For a lone parent with
one child (aged seven), the range was from $57
in Portugal to $815 in Switzerland.

Family type substantially influences a coun¬
try's relative position in a ranking. For example,
most countries provided relatively larger assist¬
ance to people over retirement age, particularly
in Canada, France, Greece and the United States

(New York State). Only a few appeared to pay
higher benefits to working-age single people and
couples than to pensioners. A composite rank¬
ing, based on percentages from the mean for
nine family types, puts Iceland at the top (after
housing costs), heading a group which includes
Switzerland, the Nordic countries, Luxembourg,
the Netherlands and Australia, all with values

more than 20% above the mean. The next group
of countries has values clustered around the

mean; this group, led by the United Kingdom,

1. T. Eardley, J. Bradsbaw, J. Ditch, 1. Gough, and P.

Whilcford, Social Assistance Schemes in the OECD
Countries, DSS Research Report (2 vols.), HMSO, London,
1996, with assistance from the OECD.

2. Excluding Mexico, which became a member only in
1994.

3. To analyse structures and values, implied equivalence
scales, replacement rates and incentive effects, a 'model

families methodology' was used. All data related to May

1992 and three 'income packages' (social assistance,
social insurance and wages equal to average male
production earnings) were prepared for nine different
family-types. All income and expenditure data were
converted using purchasing power parities. Common

assumptions were specified with respect to housing costs,
local laxes, health costs and education and child care

costs.

33 The OECD OBSERVER No. 1 99 April/May 1996



A Comparative Study
of Social Assistance

Some countries count housing benefits as part of their measures to combat social exclusion; others
do not, complicating international comparisons considerably.

These include the contraction - and for some

categories of claimant, the breakdown - of tra¬
ditional social-insurance coverage; almost uni¬
versal pressure on public expenditure: and
tension between central, regional and local gov¬
ernments over the costs of benefits and their ad¬

ministration.

Some policy trends emerge in response to
these challenges, often in combinations of
'carrots' and 'sticks'. The carrots include redu¬

cing the withdrawal rate of benefits as earnings
rise, providing education, training and work-ex¬
perience programmes for claimants who are out
of a job, and extending child-care and other
benefits to claimants with responsibilities for
caring for children so that these might be com¬
bined with paid work. 'Slicks' include increased
monitoring of people judged to be capable of
work, tougher tests of job-search activity, time-
limited benefits and reductions in benefits.

There are four types of policy response. In
Austria, Japan, Switzerland and the Nordic coun¬
tries, where there has been a record of full (or

near-full) employment, the specification of work
incentives has been a relatively minor feature of
the debate to date (although this is changing in
Denmark1 and Sweden). Second, in the south¬

ern European countries (including Turkey), where
social-assistance programmes are limited, the
impact either of debate or of policy change on
/..See pp. 35-36.

includes the United States Japan. France. Canada
and Germany. The third, and final group, with
social-assistance benefits more than 10% below

the mean, included Belgium, New Zealand and
the southern European countries. When the ex¬
tent of social assistance is compared with aver¬
age gross wages (before housing costs), the rela¬
tive positions of France, Finland and Sweden
improve - these are countries where average
gross earnings are relatively low because high
social-insurance contributions from employers
effectively constitute a deferred wage.

The countries with the highest payments, such
as Switzerland (the Canton of Fribourg in
particular), Luxembourg, the Netherlands, the
Nordic countries and Australia share certain char¬

acteristics: relatively high volumes of GDP, low
rates of unemployment, and social-assistance
schemes which are both residual and locally ad¬
ministered. Moreover, they also have strict means-
tests, and in the Nordic countries the amount of

capital and earnings that can be disregarded is
limited and there a firm emphasis that claimants
should return to the labour market

Two sets of interrelated factors are driving
change in social assistance. There are social and
economic forces such as demographic changes,
labour-market adjustments and rising costs of,
say, housing and fuel. There are also changes in
social-protection policies themselves, which af¬
fect the scope and value of social assistance.

the behaviour of the unemployed and the
dynamics of the labour market is marginal. Third,
in the remaining countries of the European
Union (except Ireland and the United Kingdom),
there has been a growing concern with 'new
poverty' and social exclusion, encouraging policy
initiatives which promote 'integration'. These
schemes have targeted young unemployed
people and tied improved benefits to insertion
in training and work-experience schemes.

Finally, in the English-speaking world where
there is a tradition of extensive social assistance,
the debate has focused on links to labour-

market activity and a range of responses has been
adopted. In Australia, there has been a partial
individualisation of income-support for couples;
the Earned Income Tax Credit has been extended

in the United States; and the United Kingdom
has introduced extra disregards of earnings to
help meet the costs of child-care within Family
Credit, back-to-work incentives, and a reduction

in the insurance element of unemployment pay¬
ments (as part of the new Jobseeker's Allow¬
ance). All these countries have increased their

requirements that claimants demonstrate they are
actively looking for a job.

For the first time, a comprehensive picture is
available of social-assistance arrangements in
OECD countries. Clearly some schemes are more
extensive than others; some tire more generous
than others. But it is not possible to claim that
one country's scheme is 'better' than another's.
To a very large extent, an evaluation of social
assistance must be sensitive to the different

traditions of governance, family obligation and
wider labour-market and social-protection poli¬
cies in each country.

OECD Bibliography

OECD Economic Surveys: Denmark, 1996
Hans Christiansen, 'Denmark: The Costs

of the Welfare State', The OECD Observer,

No. 199, April/May 1996
New Orientations for Social Policy, 1994
Edwin Bell, 'Social Policy and Economic Reality',

The OECD Observer, No, 183, August/September
1993.

The OECD OBSERVER No. 199 April/May 1996 34



Spotlight

Spotlight

Denmark
The Costs
of the Welfare State
Hans Christiansen

Financial crises have triggered the tight¬
ening of public budgets in several of
the countries of northern Europe in
recent years. One of the main targets
of spending cuts has been expenses

incurred by the state provision of welfare. Den¬
mark, which has so far avoided major budgetary
crises, offers one of the clearest models of the
'universal' welfare state, In almost all European
countries a range of welfare services is available
to the public, but often they are either based on
contributions to insurance schemes or linked to

the individual's position in the labour market.
The universal model, by contrast, provides
assistance which is available to all households

and financed by general contributions from the
public at large. As a result, Danish public spend¬
ing has reached almost 70% of GDP, a proport¬
ion among the highest in the OECD area, with a
correspondingly high tax-burden. That raises the
issue of whether the system is sustainable in its
current form and whether the distributional aims

of the government could be achieved with lower
spending and taxation.1

The two basic ideas underlying the develop¬
ment of the welfare state in OECD countries were

that it was the responsibility of government to
alleviate genuine poverty by guaranteeing all resi¬
dents a minimum living, and that risk of tempo¬
rary or permanent loss of income should be
shared collectively through either the tax sys¬
tem or general insurance schemes. The intent¬
ions of the Danish welfare state go beyond these
considerations, the success of welfare-related

Hans Christiansen works in the Country Studies and
Economic Propects Branch of the OECD Economics
Department.

policies being assessed according to two addi¬
tional criteria: that no individual should against
his or her will be excluded from participation in
the labour force; and that no household should

be excluded from full participation in social life
on economic grounds. It follows from the sec¬
ond criterion that combating relative poverty be¬
comes an independent aim of the Danish wel¬
fare state, since households with a standard of

living considerably below average would be at
risk of social marginalisation.

Design
and Generosity

A consequence of the strong emphasis on
objectives of distribution and equity is that the
composition of general government revenue dif¬
fers markedly from other OECD countries: Den¬
mark is one of the few countries which collects

more than half of its total revenue through taxes
on income and capital gains. Moreover, the brunt
of this taxation falls on households, an average
production worker paying 47% of his or her in¬
come in direct tax in 1992. Further yet, the house¬
holds are also subject to one of the world's high¬
est rates of consumption taxes (an average of
33% in 1995). In contrast, social-security contri¬
butions are very low, and paid almost exclu¬
sively by employees. It is thus clear that the
burden of financing the extensive public spend¬
ing is to very high extent borne by private house¬
holds.

Unemployment insurance (LID benefits are
available to members of state-subsidised UI funds

immediately upon becoming unemployed. Mem¬
bership in these funds, which are open to all

participants in the labour market (including self-
employed people), covers 78% of the labour
force. In addition, cash assistance is available to

unemployed people from households with an
income and wealth below specified thresholds,
provided they have no gainful employment and
remain available to the labour market. As a re¬

sult, 'poor' households have a strong economic-
incentive to remain in the labour force.

All forms of temporary income relief are
subject to taxation, which makes international
comparisons difficult. Nevertheless, it can be
concluded that benefits relative to previous
earnings - so-called 'replacement rates' - are
internationally high for Danish low-wage
earners.- UI benefits are paid out at a high statu¬
tory replacement rate but subject to a relatively
low ceiling. Low-income earners thus have
after-tax replacement rates above 90% in case of
unemployment, whereas people previously earn¬
ing more than 1507) of the average wage face
rather modest replacement rates of around 30%.
Social-assistance payments are in principle
means-tested, although they may not exceed the
maximum UI benefits after a year of unemploy¬
ment. But during the first year they may exceed
both UI benefits and previous earnings by a con¬
siderable margin when combined with special
housing and child allowances for poor families.

It follows from the 'universal' nature of the

welfare system that old-age pensions are avail¬
able to all aged members of society (older than
67 years) regardless of previous employment and
social status. These pensions are tax-financed
and thus not linked to individual contributions

to a pension scheme during working age. They
consist of a 'base pension' corresponding to 34%
of an average production worker's wage (single
pensioners) and an additional amount up to 33%
lor persons with particularly low income and
wealth. When this pension scheme is combined
with accumulated individual savings, the finan¬
cial situation of old-age pensioners is compara¬
tively good. A recent study showed that an aver¬
age pensioner has an income some 25% below
1 OECD Economic Surveys: Denmark OECD Pub¬
lications. Paris. 1996.

2. 1 Inemployment Benefits and Social Assistance in Seven
European Countries. Du nisi) MinistryofEconomicAffairs,
Copenhagen, 1995.

35 The OECD OBSERVER No. 199 April-May 1996



Denmark
The Costs

of the Welfare State

Indicators

GDP

% change from previous year

Denmark

OECD average

I h
90 91 92 93 94 95 96 1997

Consumer Prices

% change from previous year

Denmark

i OECD average

90 91 92 93 94 95 96 1997

Source: OECD

average of the working-age population, 55% of
this income deriving from state pensions. Early-
retirement pensions, integrated in the same state
pension system, can be granted to people of
any age who cannot participate in the labour
market for health or 'social' reasons. The gener¬
osity of these pensions may substantially exceed
that of old-age pensions if they are linked to
invalidity.

Success

at a Cost?

The Danish welfare state has been effective

in reducing poverty. An internationally low 3%
of Danish households earns less than 50% of

the national average. Moreover, this 3% largely
consists of students and self-employed persons
with temporarily low incomes, whereas for
single mothers and old people - considered a
problem area in some countries - virtually no
poverty is recorded. Yet it is evident that a large
part of the extensive welfare system redistrib-

Unemployment
% of labour force

Denmark

i OECD average

1988 89 90 91 92 93 94 95 96 1997

Current Balance

% of GDP

Denmark

OECD average

3 S

5

4

3

2

1

_ 0

-1

-2
1988 89 90 91 92 93 94 95 96 1997

tries within the life-cycle of individuals rather than
between them. A typical couple will tend to be
net-recipients of welfare benefits in their youth
(student grants, child-related allowances) pay
considerable income-taxes in mid-life and receive

state pensions in their old age. Assessing life-
cycles as a whole, only social and educational
groups with a particularly high unemployment
risk seem to be major beneficiaries of the sys¬
tem.

Some economic costs are connected with the

extensive welfare state. An average Danish wage-
earner pays marginal taxes in excess of 60%,
which may have had adverse effects on the
willingness to work. Indeed, by international
comparison Denmark is a country with unusu¬
ally few contractual working hours per year,
which could be an indication that high marginal
taxation makes wage-earners prefer additional
leisure to additional wages. On the other hand,
both the generous public transfers and high
average taxation seem to have raised the pro¬
portion of individuals active in the labour
market, most households actually requiring two

incomes to sustain a family, Thus the overall
effect of the tax and transfer system seems to be
that virtually all adult Danes are somehow
attached to the labour market but work com¬

paratively short hours. Among other effects this
would, for example, entail a welfare loss for
people who would prefer to limit their labour-
market activities while their children are young.

High replacement rates for people with short
formal education arguably lower the incentives
ot these groups to seek gainful employment.
Indeed, surveys of job-search activities among
the unemployed indicate thai around a third of
them are not actively looking, and that those
who are would generally be unwilling to accept
a change of profession or spend a lot of time
commuting.

On the other hand, according to some calcu¬
lations, 5 to 10% of those currently employed
would gain net income if they quit their job, so
factors other than short-term economic gains
must motivate the decision to work. UI benefits,

for example, are not indefinite and people with
a working husband or wife would generally not
qualify for means-tested social assistance. Work-
availibility tests also make it difficult to remain
in the system without any actual attachment to
the labour market.

But high replacement-rates seem to have
raised the wage expectations of the lowest-
skilled, and thereby acted as a wage floor at
collective bargaining. The resultant compressed
wage-structure offers little difference between
the wage of an unskilled and a skilled worker,
and is arguably one of the main reasons that
persons with limited formal education have a
risk of unemployment more than twice the
average in the Danish labour market. If the

particularly high risk of unemployment among
these groups in the labour market were success¬
fully addressed, perhaps by allowing for a some¬
what wider dispersion of wages, the main re¬
maining factor causing economic inequality
would be eliminated.
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Xx Austraux
. >

period

Q3 95

%ch

from p
period

ange
revious

year

Cross Domestic Produ 1.4 2.6

teading Indicator Dec. 95 -1.6 -6.8

Consumer Price Index Q4 95 0.8 5.1

current

period
same period

last year

Current Balance Nov. 95 -1.71 -1.85

Unemployment Rate Dec. 95 8.0 8.8

Interest Rate Dec. 95 7.40 8.15

II Austria

period
%ch

from p
period

ange
revious

year

Cross Domestic Product Q3 95 -0.6 1.2

teading Indicator Oct. 95 0.4 -0.5

Consumer Price Index Dec 95 -0.1 1.8

current

period
same period

last year

Current Balance Nov. 95 -0.84 -0.67

Unemployment Rate Dec. 95 6.8 6.3

Interest Rate Dec. 95 4.06 5.15

Denmark

period

Cross Domestic Product Q2 95

Leading Indicator Oct. 95
Consumer Price Index Dec, 95

Current Balance

Unemployment Rate
Interest Rate

Q3 95

Nov. 95

Jan. 96

j change
from previous

period
-0.5

0.6

-0.1

current

period

1.19

9.3

4.30

year

2.6

-2.8

1.8

same period
last year

1.55

11.1

6.00

Germany

Cross Domestic Product Q2 95

Leading Indicator Nov. 95
Consumer Price Index Dec. 95

Current Balance

Unemployment Rate
Interest Rate

Oct. 95

Oct. 95

|an. 96

% change
from previous

period
1.1

0.4

0.3

current

period

-2.94

8.3

3.61

year
2.5

-2.2

1.8

same period
last year

-4.01

8.1

5.16

Definitions and Notes

Gross Domestic Product

Leading Indicator

Consumer Price Index

Current Balance

Unemployment Rate

Interest Rate

Seasonally adjusted volume series except for Portugal
A composite indicator, based on other indicators of economic activity (employment, sales,
income, etc.), which signals cyclical movements in industrial production from six to nine months
in advance

Measures changes in average retail prices of a fixed basket of goods and services
$ billion; not seasonally adjusted except for the United States
% of total labour force - ILO standardised unemployment rate; national definitions for Austria,
Denmark, Iceland, Mexico, Switzerland and Turkey; seasonally adjusted apart from Turkey
Three months, except for Greece (twelve months)

Source: Main Economic Indicators, OECD Publications, Paris, February 1996.

T
Belgium

period

Gross Domestic Product 1994

Leading Indicator Dec. 95
Consumer Price Index Jan. 96

j change
from previous

Current Balance

Unemployment Rate
Interest Rate

Q4 94

Dec. 95

(an. 96

period

-0.6

0.9

current

period
3.87

10.0

3.50

year

2.2

-8.7

1.9

same period
last year

4.07

9.8

5.36

Finland

period
%ch

from p
period

ange
revious

year

Gross Domestic Product Q3 95 -0.4 2.6

Leading Indicator Oct. 95 -1.3 -4.8

Consumer Price Index Dec. 95 -0.1 0.3

current

period
same period

last year

Current Balance Dec. 95 0.54 -0.35

Unemployment Rate Dec. 95 16.5 17.3

Interest Rate Jan. 96 4.20 5.85

IL Greeu
period

%ch

from p
period

ange
revious

year

Gross Domestic Product 1993 0.6

Leading Indicator Dec. 95 0.0 3.6

Consumer Price Index Jan. 96 -0.1 8.4

current

period
same period

last year

Current Balance Oct. 95 -0.65 0.16

Unemployment Rate
Interest Rate Dec. 95 14.20 17.50

!

Canada

5 period
% change

from previous
period year

Gross Domestic Product Q3 95 0.5 1.9

Leading Indicator Nov. 95 0.4 -2.6

Consumer Price Index Dec. 95 -0.1 1.7

current

period
same period

last year

Current Balance Q3 95 -1.30 -2.74

Unemployment Rate Dec. 95 9.4 9.5

Interest Rate Jan. 96 5.51 7.70

v France

period
%ch

from p
period

ange
revious

year

Gross Domestic Product Q3 95 0.2 2.0

Leading Indicator Dec. 95 -0.5 -5.2

Consumer Price Index Dec. 95 0.1 2.1

current

period
same period

last year

Current Balance Q2 95 4.92 1.05

Unemployment Rate Dec. 95 11.7 12.0

Interest Rate Jan. 96 4.70 5.92

« Iceland

period
%ch

from p
period

ange
revious

year

Gross Domestic Product 1994 2.8

Leading Indicator
Consumer Price Index |an. 96 0.4 1.6

current

period
same period

last year

Current Balance Q3 95 0.06 0.07

Unemployment Rate Nov. 95 5.2 4.5

Interest Rate Dec 95 7.30 5.50
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Ireland

JBpP*^ period
% change

from previous
period year

Gross Domestic Product 1993 4.0

Leading Indicator Dec. 95 1.2 9.1

Consumer Price Index Q4 95 0.1 2.4

current

period
same period

last year

Current Balance Q2 95 1.51 0.42

Unemployment Rate Dec. 95 13.0 133

Interest Rate Jan. 96 5.09 6.13

Italy

* jf period

Gross Domestic Product Q3 95

Leading Indicator Dec. 95
Consumer Price Index Dec, 95

Current Balance

Unemployment Rate
Interest Rate

Sep. 95

Q3 95
Ian. 96

j change
from previous

period
2.0

1.4

0.2

current

period

2.56

12.1

10.07

year
3.4

-1.5

5.8

same period
last year

0.89

10.9

9.13

JS&

Japan

period

Gross Domestic Product Q3 95

Leading Indicator Dec. 95
Consumer Price Index Dec. 95

Current Balance

Unemployment Rate
Interest Rate

Nov. 95

Nov. 95

Ian. 96

s change
from previous

period
0.2

0.5

0.1

current

period

7.02

3.4

0.54

year

-0.2

4.7

-0.3

same period
last year

9.55

2.9

2.33

Luxembourg 7 7 71IS

*|^* period
%ch

from p
period

ange
revious

year
Gross Domestic Product 1994 3.3

Leading Indicator Dec. 95 -0.9 -8.3

Consumer Price Index Jan. 96 0.2 1.1

current

period
same period

last year
Current Balance

Unemployment Rate
Interest Rate

V
New Zealand

period

%ch

from p
period

ange
revious

year

Gross Domestic Product Q3 95 0.1 Is

Leading Indicator
Consumer Price Index Q4 95 0.6 2.9

current

period
same period

last year

Current Balance Q3 95 -1.15 -0.84

Unemployment Rate Q3 95 6.1 7.8

Interest Rate Dec. 95 8.59 9.56

V * SpAIN

period
%ch

from p
period

ange
revious

year

Gross Domestic Product Q3 95 0.5 2.9

Leading Indicator Nov. 95 0.6 -3.4

Consumer Price Index Dec. 95 0.3 4.3

current

period
same period

last year
Current Balance Nov. 95 0.70 -0.40

Unemployment Rate Q3 95 22.8 23.9

Interest Rate Jan. 96 8.89 8.94

\«L Mexico

period
% change

from previous
period year

Gross Domestic Product Q3 95 1.3 -9.6

Leading Indicator
Consumer Price Index Dec. 95 3.3 52.0

current

period
same period

last year

Current Balance Q3 95 -0.50 -7.65

Unemployment Rate Dec. 95 6.5 4.0

Interest Rate Jan. 96 40.94 39.23

Norway

am period
%ch

from p
period

ange
revious

year

Gross Domestic Product Q3 95 1.0 4.2

Leading Indicator Oct. 95 0.3 -1.4

Consumer Price Index Dec. 95 0.0 2.2

current

period
same period

last year

Current Balance May 95 -0.08 0.33

Unemployment Rate Q3 95 4.6 5.2

Interest Rate Jan. 96 5.48 5.76

1 Sweden

1
period

%ch

from p
period

ange
revious

year

Gross Domestic Product Q3 95 0,3 3.8

Leading Indicator Dec. 95

Dec. 95

-0.4 -1.7

Consumer Price Index -0.3 2.2

current

period
same period

last year

Current Balance Nov. 95 0.58 0.18

Unemployment Rate Nov. 95 9.4 9.6

Interest Rate Jan. 96 8.19 8.02

Netherlands

period

Gross Domestic Product Q3 95

Leading Indicator Dec. 95
Consumer Price Index Dec. 95

Current Balance

Unemployment Rate
Interest Rate

Q2 95

Nov. 95

Ian. 96

% change
from previous

period year

0.3 2.1

0.3 0.4

-0.3 1.6

current

period
same period

last year
4.03 3.59

6.5 6.8

3.28 5.18

Portugal

period
% change

from previous
period year

Gross Domestic Product Q4 94 1.0 0.1

Leading Indicator Oct. 95 -1.1 -9.3

Consumer Price Index Dec. 95 -0.2 3.4

current

period
same period

last year
Current Balance Q4 94 -0.94 0.02

Unemployment Rate Q495 7.1 6.9

Interest Rate Jan. 96 8.27 10.53

^It^
Switzerland

period
period year

Gross Domestic Product Q3 95 0.0 0.7

Leading Indicator Dec. 95 -0.1 2.2

Consumer Price Index Dec. 95 0.0 2.0

current

period
same period

last year
Current Balance Q195 5.83 6.13

Unemployment Rate Dec. 95 4.2 4.4

Interest Rate Jan. 96 1.64 3.96

% change
from previous

TURKEY

period
%ch

from p
period

ange
revious

year

Gross Domestic Product Q3 95 -0.6 9.8

Leading Indicator
Consumer Price Index Dec. 95 3.5 78.9

current

period
same period

last year

Current Balance Q3 95 -0.04 2.01

Unemployment Rate Q2 95 7.2 8.4

Interest Rate Jan. 96 111.99 108.07

United Kingdom

period
%ch

from p
period

ange
revious

year

Gross Domestic Product Q3 95 0.4 2.1

Leading Indicator Nov. 95 0.0 -0.4

Consumer Price Index Dec. 95 0.6 3.2

current

period
same period

last year

Current Balance Q3 95 -2.66 -0.19

Unemployment Rate Dec. 95 8,6 8.8

Interest Rate Dec. 95 6.49 6.37

United States

period
%ch

from p
period

ange
revious

year

Gross Domestic Product Q3 95 0.8 1.9

Leading Indicator Dec. 95 0.8

Consumer Price Index Dec. 95 -0.1 2.5

current

period
same period

last year

Current Balance Q3 95 -39.48 -39.71

Unemployment Rate Dec. 95 5.5 5.4

Interest Rate Jan. 96 5.39 6.24
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Publications
November 1995-February 1996
Order Form at the end of the issue

Economy
OECD Economic Surveys*

Canada 1994-1995

November 1995
(10 95 01 1) ISBN 92-64-14669-5, 174pp.
France: FF100; elsewhere: FF130 US$24 DM39

Denmark

February 1996
See pp. 35-36 of this OECD Oserver.
(10 96 13 1) ISBN 92-64-14780-2. 156pp.
France: FF110; elsewhere: FF145 US$26 DM40

Italy 1996
December 1995

See Axel Mittelstadt, 'Italy: Reforming
the Tax System', The OECD Observer,
No. 198, February/March 1996.
( 10 96 19 1) ISBN 92-64-14705-5, 184pp.
France: FF110; elsewhere: FF145 US$26 DM40

Spain
January 1996
(10 96 24 1) ISBN 92-64-14773-X, 166pp.
France: FF110; elsewhere: FF145 US$26 DM40
ISSN 0376-6438

1996 Subscription:
France: FF1,600;
Elsewhere: FF1.750 US$385 DM550

"Also available as an electronic book.

National Accounts*

Volume I, 1960-1994
January 1996
Volume I: Main Aggregates;
Volume II: Detailed Tables.

(50 96 01 3) ISBN 92-64-04759-X, bilingual, 160pp.
France: FF170; elsewhere: FF220 US$45 DM63
ISSN 0256-758X

"Also available on diskette and magnetic tape.

Purchasing Power Parities
and Real Expenditures*
Results GK Volume 2 1993

February 1996
This publication is the second volume
of results based on price and expendi¬
ture data for the 1993 benchmark year.
It covers a multilateral comparison of
the 24 countries which were members

of the OECD in 1993.

These results were calculated using
the GK method Purchasing Power Pari¬
ties and Real Expenditures, Volume 1,
published in 1995, presents results cal¬
culated using the EKS method of aggre¬
gation.

Another regional comparison based
on the same price and expenditure data

for the 1993 benchmark year is avail¬
able: Purchasing Power Parities and
RealExpendituresforNordic Countries -
1993, issued in 1995, presents a multi¬
lateral comparison of Denmark,
Finland, Iceland, Norway and Sweden.
(30 96 02 3) ISBN 92-64-04761-1, 92pp.
France: FF120; elsewhere: FF155 US$32 DM45
"Also available on diskelte.

OECD Economic Outlook

No. 58*

December 1995

See pp. 62-64, The OECD Observer,
No. 198, February/March 1996.
(12 95 58 I ) ISBN 92-64-14685-7, 224pp.
France: FFl'iO; elsewhere: FF180 US$30 DM55

Subscription:
France: FF230; elsewhere: FT250 US$46 DM90

*Also available on diskette, magnetic tape and as
an electronic book.

Development and Aid
OECD Development Centre

Development Centre Studies

Micro Economy-Wide Models
for Migration and Policy
Analysis
An Application to Rural Mexico
J. Edward Taylor
January 1996
This book takes data from rural farm

and household surveys to estimate a
micro economy-wide model of a typi¬
cal migrant-sending village in Mexico
and then uses the model to examine the

economic impacts of migration. This
modelling structure offers the advant¬
age of capturing complex linkages be¬
tween village production, investment
and expenditure. When applied to mi¬
gration, it provides a more complete
and much more realistic assessment of

the effects on household and village
incomes than do conventional

methods.

Assessing the impact of migration
on villages of origin in this way should
facilitate the formulation of policies,
for policy-makers in both migrant-send¬
ing and receiving countries, designed
to influence migrant behaviour, and to
assess impacts on migration movements
of other policy initiatives.
(41 95 16 I) ISBN 92-64-14687-3, 88pp.
France: FF70; elsewhere: FF90 US$18 DM26

IO Bestsellers

1 . OECD Environmental Data

Compendium 1995

2. Environmental Performance Reviews

The United States

3. Development Co-operation
Efforts and Policies of the Members

of the Development Assistance Committee

4. The Labour Market and Older Workers

Social Policy Studies, No. 17

5. OECD Economic Surveys, 1996 Series
Spain
(10 9621 1) ISBN 92-64-14773-X, January 1996, l66pp
France; FF1 10: elsewhere: 111 (5 I SS26D.M W

6. Basic Science and Technology Statistics
1995 Edition

7. OECD Economic Surveys, 1996 Series
Italy
( 10 % 10 1 1 ISBN 92-6 u 1 1705 5, December 1995, I84pp
France: FF110; elsewhere; PP145 I S$26 DM 10

8. Future Global Capital Shortages
Real Threat or Pure Fiction?

F: FF300 I!

9. The OECD Input-Output Database
(92 95 12 3) ISBN 92-64-04612-7, bilingual. December 1995, 438pp
France; PF250; elsewhere: FF325 I S$< >7 DM93

10, Literacy, Economy and Society
Results of the First International Adult Literacy Survey
(81 95 11 1) ISBN 92-64-14655-5, November 1995. 200pp
France: FF160; elsewhere: FF210 US$40 DM60
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Development Co-operation
Efforts and Policies

of the Members

of the Development Assistance
Committee

January 1996
Helping countries to improve their par¬
ticipatory capacity in the global
economy and helping people to im¬
prove their capacity to overcome pov¬
erty and people fully in their societies
are the twin pillars of the emerging
people-centred framework for devel¬
opment co-operation.

In this 1995 edition of the Develop¬
ment Co-operation Report, the Chair of
the Development Assistance Commit¬
tee explores the implications of this
new framework for the content and

quality of development partnerships.
The Report reviews recent work in the
DAC, and demonstrates how capacity
development has become a central con¬
cept in today's development co-opera¬
tion. It also shows the links between

this concept and new trends in thinking
about the role of human and social

capital in the development process, in
poor countries and advanced countries
alike. The Report explores the issues
emerging from the changing trends in
financial flows and debt and on aid

policies and performance of DAC Mem¬
bers. A wide range of authoritative
statistics on aid and other resource

flows to developing countries is pro¬
vided in the Statistical Annex.

See James H. Michel, 'Partnerships in
Development', The OECD Observer,
No. 198, February/March 1996,
(43 96 01 1) ISBN 92-64-14707-1, 234pp.
Fiance: FF'140; elsewhere: FF180 US$37 DM52

Gazette Creditor Reporting System

Quarterly Report
on Individual

Aid Commitments*

September to December 1995,
1995/4

December 1995

This quarterly report provides the most
up-to-date detailed information on in¬
dividual commitments, i.e., intended
disbursements, of Official Development
Assistance (ODA) and Official Aid. The

data are ordered by recipient countries,
including Central and Eastern Euro¬
pean countries and the New Independ¬
ent States of the former Soviet Union.

This issue records all the commit¬

ments reported by member countries of
the OECD Development Assistance
Committee and entered into the Credi¬

tor Reporting System (CRS) database in

the period between 1 September and 30
November 1995.

The information is designed for use
by development agencies and institu¬
tions involved in country and sector
programming and analysis.
(43 95 54 3) ISBN 92-64-04733-6, bilingual, 1 10pp.
France: FF50; elsewhere: FF65 US$12 DM20
ISSN 1023-8875

Subscription:
France: FF180; elsewhere: FF200 US$39 DM59
*Also available on diskette.

Assistance Programmes
for Central and Eastern

Europe and the former
Soviet Union

February 1996
This is the first survey of the assistance
programmes of OECD countries and of
the European Commission for the Cen¬
tral and Eastern European Countries
and the New Independent States of the
former Soviet Union. In it. the volume,
strategies, priorities, administration,
delivery mechanisms and financial terms
of the aid programmes are described.

The reader will find a wealth of

hitherto unpublished and largely un¬
known information in an area of con¬

siderable interest to politicians, offi¬
cials and the public in both donor and
recipient countries.
(43 96 03 1) ISBN 92-64-14776-4, 90pp.
France: FF60; elsewhere: FF80 US$16 DM23

Geographical Distribution
of Financial Flows to Aid

Recipients*
January 1996
This publication provides comprehen¬
sive data on the volume, origin and
types of aid and other resource flows to
over 180 recipient countries, including
new recipients in eastern Europe. The
data show each country's intake of

Official Development Assistance or
Official Aid, as well as other official and
private funding from members of the
Development Assistance Committee of
the OECD, multilateral agencies and
other donors. Key development indica¬
tors are given for reference.
ISBN 92-64-04762-X, bilingual, 256pp.
France: FF270; elsewhere: FF340 US$68 DM98
1015-3934

*Also available on diskette and magnetic tape.

External Debt Statistics

The Debt of Developing
Countries and CEEC/NIS
at end-December 1994

and end-December 1993

December 1995

This annual report provides detailed
information on the amount and compo

sition of the external debt of each of 166

countries and territories (in effect world¬

wide coverage of non-OECD countries)
at the end of 1994, with corresponding
revised figures for 1993. In addition,
estimates are provided of the amortisa¬
tion payments due by each country on
long-term debt in 1995.

These data are reported to OECD by
member countries' governments and
credit institutions, and the main inter¬

national organisations. Common report¬
ing rules together with timely reporting
allow for comprehensive, consistent
and up-to-date account of external debt,
making this publication invaluable for
international comparisons and country
risk analysis.
New: full data are now available for the

successor states of the former Soviet

Union, former Yugoslavia and former
Czechoslovakia.

(43 95 13 1 ) ISBN 92-64-14672-5, 30pp.
France: FF95; elsewhere: FF125 US$24 DM36

Education

Centre for Educational Research

and Innovation

Higher Education
Management, Vol. 7, No. 3
December 1995

Institutions of higher education in OECD
countries are increasingly concerned
with the impact of evolving State-uni¬
versity relationships on the future di¬
rection of higher education. The move
toward market-oriented approaches,
combined with the trend toward mass

higher education, raises critical
questions about how higher education
managers will address such challenges
as increased autonomy, need for
accountability, new legislation and the
demand for quality control.

In central and eastern European
countries, institutions of higher educa¬
tion are facing the same concerns as
their western counterparts but with
specific constraints.

Government and Universities

Changing relationships in the USA
Financial relationships in Valencia
Accountability pressures in Canada
Reconciling accountability and

autonomy

The impact of new legislation on
organisational change

Co-ordinating mechanisms, a typo¬
logy

Assessment

Different governmental perspectives
Ten principles of meaningful assess¬

ment

Developments in Central and Eastern
Europe

Business schools in Poland

Prospects for business administra¬
tion

Staff development in Estonia
(89 95 03 1) ISBN 92-64-14649-0, 140pp.
France: FF100; elsewhere: FF130 US$23 DM40

Subscription:
France: FF275; elsewhere: FF.340 US$65 DM95

Energy
IEA (International Energy Agency)

Energy Prices and Taxes
Third Quarter 1995*
January 1996
Contains a major international compila¬
tion of energy prices at all market
levels: imports prices, industry prices
and consumer prices. The statistics cover
main petroleum products, gas, coal,
and electricity, giving for imported pro¬
ducts an average price both for import¬
ing country and country of origin. Every
issue includes full notes on sources and

methods and a description of price
mechanisms in each country.
(62 96 01 1) ISBN 92-64-14701-2, 150pp.
Fiance: FF270; elsewhere: FF350 US$60 DM105
ISSN 0256-23.32

Subscription:
Fiance: FF960; elsewhere: FF1.150 US$230 DM330
'Also available on diskette and magnetic tape.

Quarterly Oil Statistics
and Energy Balances
3rd Quarter 1995

January 1996
(60 95 04 3) ISBN 92-64-04754-9, bilingual, 360pp.
France: FF270; elsewhere: FF350 US$59 DM100
ISSN 0378-6536

Subscription
France: FF980; elsewhere: FF1180 US$235 DM335

NEA (Nuclear Energy Agency)

Physics of Plutonium
Recycling
Volume IV

January 1995
Studies on fast reactors have histori¬

cally concentrated on their capability to
use plutonium produced in thermal
reactors as initial fuel, and subsequently
their capacity to produce electricity
while breeding new plutonium fuel
from the uranium they consume. Since
such breeder reactors are unlikely to be
deployed on a large industrial scale in
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the medium term, an excess of pluto¬
nium from thermal reactors is accumu¬

lating. Consequently some countries
are seeking to balance their stockpile of
separated plutonium by recycling it in
thermal reactors. But there is a limit to

the number of times plutonium can be
recycled this way, because its isotopic
quality degrades with every cycle. For
this reason, fast reactors which are

configured for net plutonium burning,
are being considered for the medium
term as means of reducing the stock of
plutonium of variable isotopic quality.

In order to understand better the

physics of such fast burner reactor sys¬
tems, benchmark studies were speci¬
fied for four scenarios: one for an ox¬

ide-fuelled fast reactor and three for a

metal-fuelled one.

This report covers the benchmarking
of codes and data sets on beginning-of-
life configurations of oxide-fuelled and
metal-fuelled fast plutonium-burner
reactors. Discrepancies among partici¬
pants' solutions for the neutron balance
and its components are identified. Meth¬
ods required for obtaining satisfactory
results are also identified as are require¬
ments for supporting critical facility
measurements.

Other publications in the series 'Phys¬
ics of Plutonium Recycling':
Volume I: Issues and Perspectives
Volume II; Plutonium Recycling in Pres¬
surized-water Reactors

Volume III: Void Reactivity Effect in
Pressurized-water Reactors

Volume V: Plutonium Recycling in Fast
Reactors

Volume VI: Multiple Recycling in
Advanced Pressurized-water Reactors

(66 95 22 1) ISBN 92-64-14703-9. 66pp.
France: FF60; elsewhere: FF80 USS16 DM22

Physics of Plutonium
Recycling
Volume V

January 1996
Studies on fast reactors have histori¬

cally concentrated on their capability to
use plutonium produced in thermal
reactors as initial fuel, and subsequently
their capacity to produce electricity
while breeding new plutonium fuel
from the uranium they consume. Since
such breeder reactors are unlikely to be
deployed on a large industrial scale in
the medium term, an excess of pluto¬
nium from thermal reactors is accumu¬

lating. Consequently some countries
a're seeking to balance their stockpile of
separated plutonium by recycling it in
thermal reactors. But there is a limit to

the number of times plutonium can be

recycled this way, because its isotopic
quality degrades with every cycle. For
this reason, fast reactors which are

configured for net plutonium burning
are being considered for the medium
term as a means of reducing the stock
of plutonium of variable isotopic qual¬
ity.

In order to understand better the

physics of such fast burner reactor sys¬
tems, benchmark studies were speci¬
fied for four scenarios: one for an ox¬

ide-fuelled fast reactor and three for a

metal-fuelled one.

This report covers the performance
of fast burner reactors operating in a
multirecycle mode. Benchmark results
assess metal-fuelled fast burner reactor

performance parametrically in trans-
uranic conversion ratio (0.5 to 1.0), and

determine the net toxicity flow to a
geologic repository when a closed fast
burner fuel cycle is used to burn the
thermal reactor spent fuel. It is found
that a fast burner reactor closed fuel

cycle could be utilised to reduce signifi¬
cantly the radiotoxicity originating in
the light-water reactor cycle which oth¬
erwise was destined for burial in the

repository.
Other publications in the series
'Physics of Plutonium Recycling':
Volume I: Issues and Perspectives
Volume II: Plutonium Recycling in Pres¬
surized-water Reactors

Volume III: Void Reactivity Effect in
Pressurized-water Reactors

Volume IV: Fast Plutonium-Burner

Reactors: Beginning of Life
Volume VI: Multiple Recycling in
Advanced Pressurized-water Reactors

(66 96 02 1) ISBN 92-64-14704-7, 156pp.
France: FF140; elsewhere: FF180 US$37 DM52

OECD Documents

The Implementation
of Short-term

Countermeasures

After a Nuclear Accident

(Stable Iodine, Sheltering and
Evacuation)

Proceedings of an NEA
Workshop. Stockholm, Sweden,
1-3 ]une 1994
January 1996
Emergency planning and preparedness,
and emergency management are two of
the most important elements of any
country's nuclear power programme.
Although much improvement in these
areas has been made since the

Chernobyl accident in 1986, govern¬
ments continue to strive to test and

update their programmes, and to find
better methods for the practical imple

mentation of countermeasures in case

of an accident.

These proceedings present the re¬
sults of a workshop organised by the
OECD Nuclear Energy Agency to dis¬
cuss these issues. The conclusions

drawn by the workshop participants
show that considerable progress has
been made in this area, although addi¬
tional refinement is necessary in the
area of international co-ordination of

countermeasures, and in the details of

the practical implementation of counter-
measures. Recommendations as to fur¬

ther improvements in these areas are
also included.

(66 95 21 1) ISBN 92-64-14689-X, 318pp.
France: FF210; elsewhere: FF275 US$54 DM80

Nuclear Law Bulletin No. 56

December 1995

(67 95 56 1). 118pp.
France: FF210; elsewhere: FF230 US$44 DM88
ISSN0304-341X

Nuclear Law Bulletin

Supplement to No. 56: Ukraine
Law on the Use of Nuclear

Energy and Radiation Safety
December 1995
(67 95 03 1) ISBN 92-64-14700-4, 44pp.
France: FF50; elsewhere: FF65 US$13 DM19

Environment

Environmental Performance Reviews

United States

January 1996
This report is part of the recent OECD
Environmental Performance Review

Programme which conducts peer re¬
views of environmental conditions and

progress in each member country. It
scrutinises efforts to meet both domes¬

tic objectives and international com¬
mitments. In addition, these reviews
evaluate progress in reducing the poll¬
ution burden, improving natural
resource management, integrating
environmental and economic policies,
and in strengthening international co¬
operation. A broad range of economic
and environmental data supports the
analyses.

Environmental performance reviews
of Germany, Iceland, Norway, Portu¬
gal, Japan, Italy, the United Kingdom,
Poland, the Netherlands, Austria, and
Canada have already been published.
(97 96 02 1) ISBN 92-64-14771-3, 274pp.
France: FF140; elsewhere: FF180 US$35 DM55

Climate Change, Economic
Instruments and Income

Distribution

January 1996
Economic instruments, such as emiss¬
ion taxes and tradable emission per¬
mits, are often proposed as policies for
reducing greenhouse gas emissions.
These particular instruments are attract¬
ing a great deal of attention because
they appear to be one of the best ways
of lowering the total costs of emission
abatement. Consequently, they are often
considered to be the most cost-efficient

policies available. But economic effi¬
ciency is not the only important cri¬
terion for decision: distributive effects

must also to be considered.

This volume focuses on the poten¬
tial distributive effects of a tax or a

tradable permit response to the threat
of climate change. These are assessed
in terms of individual income groups,
economic sectors, and nations. The
volume also suggests broad approaches
for mitigating or compensating any
adverse effects associated with these

instruments.

(97 95 15 1) ISBN 92-64-14671-7, 68pp.
France: FF75; elsewhere: FF100 US$19 DM28

Implementation Strategies
for Environmental Taxes

February 1996
See Jean-Philippe Barde and Jeffrey
Owens, 'The Evolution of Eco-taxes',
The OECD Observer, No. 198, Feb

ruary/March 1996.
(97 96 01 1) ISBN 92-64-14686-5, 150pp.
France: FF180; elsewhere: FF235 USS46 DM68

Integrating Environment
and Economy
Progress in the 1990s
February 1996
In 1991, OECD Environment Ministers

agreed that better integrated economic
and environmental decision-making was
a key environmental challenge for
governments in the 1990s.

What progress has been made since
then and what remains to be done? This

overview charts that progress, and ex¬
plores, in particular, the linkages
between environmental policy and the
agriculture, transport and energy sect¬
ors of the economy. The interface
between environmental and fiscal, trade,

and employment policies is given spe¬
cial attention. Recent work regarding
the analytical tools necessary for
assessing progress, and the institutional
responses to the challenge of environ¬
ment-economy integration are also ex-
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plored. Finally, suggestions are made
concerning future work in this field.
See Michel Potier, 'Integrating Environ¬
ment and Economy', The OECD Ob¬
server. No. 198, February/March 1996.
(97 96 04 1) ISBN 92-64-14774-8, 63pp.
France: FF70; elsewhere: FF90 USS19 DM26

OECD Guidelines for the

Testing of Chemicals
Sixth Addendum

December 1995

Seejeanne Richards, 'Testing Pesticides',
The OECD Observer, No. 198, Febru¬
ary/March 1996.
(97 95 52 1), 100pp.
France: FF90; elsewhere: FF115 US$24 DM34

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

Environmental Funds

in Economies in Transition

January 1996
Most central and eastern European coun¬
tries and most of the New Independent
States of the former Soviet Union face

daunting environmental challenges. In
a context of severe budgetary
constraints, financing environmental
expenditures is a key challenge and
common problem in the region. En¬
vironmental Funds redistribute pollution
taxes and charges, and have provided
an innovative mechanism for financing
environmental expenditures in these
regions. The experience gained is of
interest in other regions and contri¬
butes to the broader debate on environ¬

mental financing.
(14 95 13 1) ISBN 92-64-14653-9, 150pp.
France: FT100; elsewhere: FF130 US$26 DM.38

financial, fiscal
and Enterprise Affairs
financial Accounts of OECD Countries*

Canada 1979-1994

February 1996
(20 95 33 3) ISBN 92-64-04737-9, bilingual, 50pp.

Finland 1978-1993

January 1996
(20 95 29 3) ISBN 92-64-04735-2, bilingual, 71pp.

Norway 1981-1993
February 1996
(20 95 37 3) ISBN 92-64-04738-7, bilingual, 50pp.

United Kingdom 1981-1994
January 1996
(20 95 35 3) ISBN 92-64-04736-0, bilingual, 30pp.
France: FF50; elsewhere: FF65 US$12 DM20
ISSN 0304 3371

1996 Subscription:
France: FF1.800:

Elsewhere: FF2.150 US$430 DM620

*Also available on diskette

Future Global Capital
Shortages
Real Threat or Pure Fiction?

January 1996
Is the world economy headed for a
critical shortage of capital in the com¬
ing years? The superficial signs are
certainly ominous: many OECD coun¬
tries are facing long-term declines in
saving rates, rapid population aging
and high public-sector deficits, poten¬
tially squeezing the amount of capital
available in the industrialised world for

investment. At the same time, the in¬
vestment requirements of emerging
economies in Asia, Latin America, and

Central and Eastern Europe are grow¬
ing, heightening fears that world-wide
demand for capital will outrun supply.
But will it happen?

This publication reflects the discuss¬
ions held at a conference under the

auspices of the OECD Forum for the
Future. Key players in government,
central banks, business and industry
came together to review the long-term
outlook for savings and investment in
the major regions of the world economy.
They looked at possible developments
in future global demand for capital and
explored key policy issues. How will
savings and investment evolve in OECD
countries over the next 30 years, espe¬
cially in light of the implications of
aging populations? What are the long-
term prospects for savings and invest¬
ment in non-OECD countries? Will the

emerging dynamic economies of East
and South-east Asia continue to be

largely self-sufficient in savings? What
role will the transition economies of

Eastern and Central Europe play?
Finally, are significant global imbal¬
ances in savings and investment likely
to emerge in the decades ahead?
See Barrie Stevens, 'A Looming World
Capital Shortage?', The OECD Ob¬
server. No. 196, October/November
1995.

(03 96 01 1) ISBN 92-64-14644-X, 180pp.
France: FF230; elsewhere: FF300 US$62 DM86

CCET (Centre for Co-operation
with the Economies inTransition)

Corporate Insolvency
Procedures as a Tool

for Privatisation

and Restructuring Trends
and Policies in Privatisation

Vol. II, No. 2

January 1995
This publication provides twice yearly
reviews of recent developments in pri¬
vatisation and a comparative analysis
of experiences in central and eastern
European countries and the New Inde¬
pendent States of the former Soviet
Union. Privatisation is a key element of
structural reform. The ambitious pro¬
grammes launched in these countries
are unprecedented, both in terms of
size and possible repercussions. Reli¬
able comparative data and analyses of
developments are vital for their
success.

This publication also addresses spe¬
cific privatisation topics. The approach
is interdisciplinary; legal, economic and
organisational aspects all come within
its scope. It provides decision-makers
with a comprehensive view of the policy
alternatives and their analytical foun¬
dations, as well as experience in their
implementation.
(06 94 02 3) ISBN 92-64-04620-8, bilingual, 294pp.
France: FF95; elsewhere: FF125 US$21 DM37
Subscription:
France: FF160; elsewhere: FF175 US$32 DM55

Industry, Science
and Technology
Reviews of National Science

and Technology Policy

Turkey
January 1996
In spite of a research and development
(R&D) effort that is relatively small
when compared with that ofother OECD
countries, Turkey has begun to
strengthen its science and technology
(S&T) system.

This publication reviews the reforms
of the last few years. The examiners
make a number of recommendations

designed to reinforce the S&T system.
These include increasing resources,
better co-ordinating S&T policy, estab¬
lishing a national R&D/S&T budget,
generating a better synergy between
universities, public research institutions
and businesses, and establishing a
number of support measures for tech¬
nological innovation in small and
medium-sized enterprises.
See Giovanni Rufo, 'The Technology
Challenge in Turkey', The OECD Ob¬
server, No. 198, February/March 1996.
(92 95 14 1) ISBN 92-64-14641-5, 148pp.
France: FF110; elsewhere: FF145 US$30 DM40

Main Science and Technology
Indicators 1995/2*

January 1996
This twice-yearly, bilingual publication
contains data on the scientific and tech¬

nological performance of the OECD
countries. It summarises and updates
the OECD Basic Science and Techno¬

logy Statistics published every two years
(annually on diskette).

The data presented here include final
and provisional results and govern¬
ment forecasts covering such topics as
resources devoted to research and de¬

velopment, patents, the technology
balance of payments, and international
trade in high-technology products. Sup¬
porting background economic series
are also included.

(94 95 02 3), bilingual, 78pp.
ISSN1011-792X

1996 Subscription:
France: FF200; elsewhere: FF220 USS42 DM84

'Also available on diskette and magnetic tape.

Innovation, Patents
and Technological
Strategies
February 1996
In order to understand the relationship
between science and technology, eco¬
nomic performance, and well-being,
statistics and pertinent indicators are
necessary. This is all the more true
given the radical recent changes in
methods for analysing the process of
innovation. Interactive models and such

notions as technological trajectories
have replaced earlier concepts of
linearity and isolated innovation.

This book is based on the initial

results of new enquiries into innova¬
tion, and recent studies using patent
data. It sheds new light on the nature of
technological change and its effects on
productivity and international
competitivity. While emphasising the
different strategies adopted in specific
industrial or technological sectors, it
brings out possible uses of new analyti¬
cal tools, their complementarity and
limits, and suggests improvements or
directions for future research.

(92 96 03 1) ISBN 92-64-14661-X, 236pp.
France: FF280; elsewhere: FF350 US$72 DM101

The Global Environmental

Goods and Services Industry
January 1996
The environment industry focuses on
pollution control and reduction, clean¬
up and waste handling equipment and
related services. With an estimated

turnover of US$250 billion and employ¬
ment of approximately 1% of total
workers in OECD countries, it is driven

The OECD OBSERVER No. 199 April/May 1996 42



fust Publishe

Bookstore

by regulations and growing public
awareness of the necessity of cleaner
products, and more sustainable pro¬
duction and consumption. Given this
broad sweep of activities, what brakes
its development? What impact do cur¬
rent policies have on this new, evolving
and as yet too-little-examined industry?
(70 96 01 1) ISBN 92-64-14693-8, 42pp.
France: FF60; elsewhere: FF80 US$16 DM22

Information Technology
Outlook 1995

February 1996
Information Technology Outlook. 1995
is a compilation of internationally com¬
parable data and analysis on trends in
the information technology sector, con¬
centrating on the OECD countries. The
Outlook draws on a wide variety of
private and official data sources to
cover the development of computer
hardware, components, software and
services, their expanding markets, their
place in the economy as a whole, their
regulatory and policy environment and
their economic and societal impacts. It
provides key facts and figures for un¬
derstanding this dynamic sector, par¬
ticularly in light of the quickening pace
of developments in digital technology,
multimedia applications, national and
global information infrastructures, and
the 'information society'.
See Vivian Bayar and Pierre Montagnier,
'The Information Technology Industry',
The OECD Observer, No. 198, Feb¬

ruary/March 1996.
(95 95 07 1) ISBN 92-64-14652-0, 198pp.
France: FF160; elsewhere: FF210 US$43 DM60

The Environment Industry
The Washington Meeting
February 1996
The Global Environmental Goods and

Services Industry (OECD, 1996) de¬
scribed the situation of an environment

industry which is growing rapidly but
which, for lack of accurate analysis and
data, cannot be precisely defined and
classified. This publication compiles
the proceedings of a workshop on the
Global Environment Industry designed
to improve analysis of this sector, pro¬
vide comparable data on employment
and growth potential, and break new
ground on a common definition and
classification.

This workshop was convened by the
OECD, in collaboration with the US
Department of Commerce and the US
Environmental Protection Agency. It
gathered 40 experts from the public and
private sector, as well as from the Euro¬
pean Commission, the World Bank, the

Asian Development Bank and UNIDO.
(70 96 02 1) ISBN 92-64-14768-3, 285pp.
France: FF190; elsewhere: FF245 US$51 DM72

Labour Market

and Social Issues

Migration and the Labour
Market in Asia

Prospects to the Year 2000
January 1996
East Asia has had the world's highest
rate of economic growth over the last
decade. Migration has become a central
question in regional debates on inter¬
national economic relations which, until

now, have focussed mainly on trade
and capital movements.

The concerns raised by international
migration in Asia resemble those of
many OECD countries: to monitor and
adequately control migration, combat
illegal migration, manage migration
flows in accordance with both labour

market requirements and the ability to
absorb foreign workers, and accord
more emphasis to the migration of
temporary and skilled labour.

This publication presents recent de¬
velopments in migration inJapan, China,
Hong Kong, Indonesia, the Republic of
Korea, Malaysia, the Philippines, Singa¬
pore and Thailand. It analyses the major
Structural changes in the labour markets
of several Asian countries and their

impact on the scale, nature and direct¬
ion of migration flows. It examines the
orderly movement ofworkers, the status
of immigrants, and the forms of inter¬
national co-operation that would help
to generate more job opportunities in
sending countries, the only adequate
response to increasing migration.

(81 96 03 1) ISBN 92-64-14775-6, 250pp.
France: FF150; elsewhere: FF195 US$40 DM57

Transport
ECMT (European Conference of Ministers
of Transport)

Activities of the Conference

Resolutions of the Council

of Ministers of Transport
and Reports Approved
in 1994

41st Annual Report- 1994
December 1995

This publication describes the activities
of the European Conference of Minis¬
ters of Transport during 1994 and sets
out the Resolutions and reports ap¬
proved by the Council of Ministers of
Transport during that year. The organi¬
sation chart of the Conference is also

given at the end of this volume.
(75 95 1 1 I ) ISBN 92-821-1209-8, 284pp.
France: FF250; elsewhere: FF.325 US$64 DM95

Round Table 100

Transport Economics
Past Trends

and Future Prospects
December 1995
To mark its hundredth Round Table on

transport economics, the ECMT decided
to publish a special issue. Fifty Euro¬
pean experts were asked to submit
papers examining not only the major
issues addressed by transport econom¬
ics in the past, but also those that are
likely to emerge in the future. What are
the main difficulties facing transport
economics? What have been the main

advances and how can they help us to
solve problems? What remains to be
done? The same fifty experts were then
invited to take part in an open debate
on the issues which they had raised in
their papers, ranging from methodo¬
logical tools to strategies for European
transport policies and from the situa¬
tion of countries in transition to the

environment, intermodal transport, new
technologies, infrastructure and many
other topics.

These papers are presented in this
volume which also includes a full sum¬

mary of the discussions at the Round
Table.

(75 95 12 1) ISBN 92-821-1208-X, 266pp.
France: FF220; elsewhere: FF285 US$58 DM82

Combined Transport
Hearing of Combined
Transport Organisations
and Companies
January 1996
When professional organisations and
combined transport companies met re¬
cently at a hearing organised by the
ECMT Group on Combined Transport
at the OECD headquarters, they ex¬
changed views on the difficulties and
perspectives of combined transport
which emphasised the problems en¬
countered by each traditional mode of
transport. This publication presents the
point of view of each participant, and
gives a complete picture of the prob¬
lems of combined transport.
(75 95 131) ISBN 92-821-1210-1, 112pp.
France: FF155; elsewhere: FFF 200 US$41 DM58

Employment
Opportunities

OECD Headquarters, Paris

Vacancies occur in the OECD

Secretariat in thefollowing
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
experience; very good knowledge
of one of the two official

languages of the Organisation
(English and French) and ability to
draft well in that language; good
knowledge of the other.

Initial appointment:

two or three years.

Basic annual salary:
from FF 300,000 (Administrator)

and from FF 430,000 (Principal
Administrator), supplemented by
allowances depending on
residence and family situation.

Vacancies are open to both male
and female candidates from OECD

member countries.

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

and sent to:

Human Resource Management
OECD

2, rue André-Pascal
755775 Paris Cedex 16

France
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International Capital
Markets Statistics

1950-1995

This special historical edition provides a unique set of statistics on euro-bond and foreign

bond issues since 1950, and medium-term syndicated bank loan operations since 1972.

In the electronic edition, statistics are provided as monthly series and include a number of

detailed breakdowns aggregated by borrowing country, by currency of issue or market,

and by type of instrument.

Diskettes come with StatView, a modern publication programme for statistical information

developed by and for the Netherlands Central Bureau of Statistics. StatView allows easy

handling and extraction of data to your own computer. It also permits you to download

massive tables of OECD data and to tailor them easily and rapidly for your own requirements.

Tables can be exported in standard file formats and instructions can be safeguarded for

repeated operations. StatView also allows you to view the selected data in simplified

analytical graph form. Technical documentation provides information on StatView and a

comprehensive description of the underlying data.

StatView is suitable for use on IBM compatible PCs running MS-DOS or Microsoft Windows

version 3.1 or higher.

Monthly updates of the historical edition are also available on diskette under the title

OECD Financial Statistics Monthly - Part 1 - Section 1: International Markets.

Subscription : FF2.700 £300 US$490 DM820

Historical data available separately at:

FF800 £90 US$145 DM240
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