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Work on

The OECD promotes later

retirement, yet, early retirement
still seems to be the norm

("Fewer people, more heat", by
Donald J. Johnston, No. 244,

September 2004). Seen in a

global context, workers in the
west cannot afford to retire

earlier and earlier. With the

proportion of retired, semi-

retired or under-employed

ageing persons in the UK sel to

double in the next 15 years,
there will be an acute imbalance

in national pension scheme

income and expenditure.

National productivity will also be
affected, and when examined in

contrast to longer-working lives

in developed parts ol Asia, will

mean a further down-shifting in

competitiveness. Today's

younger people (under 40s) are

hearing a lot of talk of having to
retire later, and so they will not
be loo astonished when asked to

work on to 70 or even beyond.

It is today's retirees - the
children of the 1960s - who are

holding harsh reality at arm's

length.

Dr Robert McCaffrey
Editorial Director

UK Retirement magazine

Epsom, Surrey

www.propubs.com/

Reform artists

In trying to understand the

economy, employment

participation, productivity, and

so on, you seem to focus your
attention on traditional office

or factory-bound jobs, whether

lull or part-time. But what

does the OECD have to say
about the creative arts and

culture, which are also

productive trades and
industries?

Indeed, in our day and age,
these activities are supposed to
absorb a large part of our lives.

And they are not just trades in

their own right, but generate
huge revenues lor a whole

range of goods and services, in

tourism, transportation, home

entertainment, etc. This makes

the arts an international

economic issue, which surely

OECD governments and

experts should get together to
examine. It would be a

challenge lor you.

The artists and performers that

drive this trade lead working
lives that do not seem to fit

with normal employment or

public policy conventions.

They work intensive hours and.
even in between festival

seasons, they need to practise,

develop, hone and learn, as

well as slaying alive. Normal

market-based or social policy
solutions simply do not seem
to suit, as art and culture are

not products that can be

bought and sold like detergent.

This is not easy to resolve, as

shown by the difficulties France

has been having in reforming
budgets for arts employees over
the last couple of years. If the
French of all people cannot

seem to find a breakthrough to
finance employment in culture
and the arts, who can? The

bottom line is that such

divisions between the arts and

government can advance the

cause of neither politicians nor

artists, with the public losing

out most ol all, as shown by

the cancellation ol the Avignon
festival in 2003.

The exception culturelle is not

about any particular country,
but rather, a particular form of

trade that operates
internationally. It is a powerful

attraction: just look at the way

tourists from the US have,

despite unfavourable

exchange rates and "political"
sensitivities, started flocking
back to Paris, to visit Saint

Sulpicc church, the Louvre
and other monuments, all

because of a cultural trail

mapped out in a best-selling
novel, The Da Vinci Code.

Some people may be wary of
the delicate interface between

globalisation and culture, but
someone has to address it. It

seems to me that an

organisation like the OECD,

which is appropriately based in
one ol the world's cultural

capitals, and whose members

are all developed countries with

large arts and cultural sectors,

embracing the Americas,

Europe and Asia, should lake a

hard look at this public policy
area and help governments

solve these problems. After all,

some ol ihem are partly
conditioned by your own

advice on restraining public
finances.

R.J. Doyle
Parts, France

On the cover

Unlocking statistics
by André Faber/

OECD Observer

Statistics are

information,
but as Albert

Einstein

put it,
"information

is not

knowledge".
Statistics

are raw

material for the

creation of knowledge,
which we must unlock to

improve decision-making
and spur progress.

|2_ OECD Observer No. 246/247 December 2004-January 2005



EDITORIAL

Statistics, knowledge and progress
Donald J. Johnston, Secretary-General of the OECD

Ni
Q £ "K "Tothing exists until it is measured". This keen

observation by the Danish physicist and Nobel
laureate, Niels Bohr, has become something of a

leitmotiv in the statistics world, but it bears some scrutiny.

After all, we are producing more statistical information than ever
before. Indeed, many of us feel overwhelmed by it. In 2004, the
US government alone spent nearly $5 billion for financing
statistical programmes. All very well, but do we know what
information we should pay attention to, and what to do with
these measurements once we have them? When all is said and

done, is the volume of information with which we are all

inundated improving decision-making, governance, business
strategies, or standards of living? Are we better prepared to
confront the challenges of the 21st century?

Not necessarily. Statistics are information, but as Albert Einstein
put it, "information is not knowledge". Yet, it is knowledge that
leads to good decision-making and spurs progress. Statistics are
raw material for the creation of knowledge, just as steel is raw
material for manufacturing automobiles. Obviously, the quality of
statistics is critical for public policy. Flawed information
undermines knowledge, and can lead to poor policy decisions,
and undermine progress.

Alas, to quote from Joel Best's book, Damned Lies and Statistics:
"many - probably the great majority - of bad statistics are the
result of confusion, incompetence, innumeracy, or selective
self-righteous efforts to produce numbers that reaffirm
principles and interests". Bad and misleading statistics do exist,
and they are used in the public domain to sell newspapers and
fight elections. "Deliberate deceptions", Best called them. Little
wonder our trained statisticians cover their data in footnotes

and caveats in a bid to prevent their misinterpretation! But
footnotes are not enough. Education is also vital; people have
to be trained to evaluate carefully the numbers they are given,
to think critically and to detect "spin", particularly in todays
number wars.

Today, citizens expect a more comprehensive measurement and
understanding of progress, based on quality as well as quantity.
We need to refine our indicators and extend the concept of
growth to oversee society's progress as a whole. How?

To my mind, good policy relies on a triangular paradigm anchored
at one side by economic growth and on the other by social
stability or social cohesion, with good governance ensuring the
transfer of the benefits of growth to society as a whole, with this
paradigm resting on natural capital (the environment). To sustain
progress, governments must design and adapt their policies on all
three fronts.

How do we know we are on the right track? Should we introduce
globally accepted standards - or key indicators - for measuring
progress? This is where the OECD comes in. We are known for our
robust data, but the OECD is far more: it is a "knowledge-based"
organisation committed to building expertise, intelligence and
advice for guiding policy action and progress. It is the hub of a
global knowledge network of experts, government and civil society.

The OECD is widely recognised as one of the most influential
international bodies in arming policymakers and the public with
the information and guidance needed to face current and future
challenges. Underlying our way of working, our strong analytical
skills, our networks for policy dialogue and our development of
international benchmarks, are reliable statistics. The OECD, with

other international organisations, can help, through advice,
benchmarking and setting feasible targets, as we have done with
the Millennium Development Goals, and promoting "evidence
based decision-making", as we did at the World Forum on Key
Indicators, held in Palermo, Italy in November 2004.

Governments too can take action. In the Measuring Australia's
Progress (MAP) initiative, for example, progress is "not only
improvement in the material standards of living, or other changes
in the economic aspects of life, but also changes in social and
environmental areas."

Climate change is a good example. Global warming is occurring,
but poor data, or misuse of good data, can lead to unhelpful over-
reaction on the one hand, inaction on the other. Economic growth
is another case in point. What does gross domestic product really
tell us about economic and social progress? Not much. As the late
Robert Kennedy remarked, such an indicator "does not capture
the health of our children, the quality of their education, or the
joy of their play - it measures everything, in short, except that
which makes life worthwhile."

Such initiatives rely not on data alone, but on building
knowledge. They hold great promise. As Benjamin Franklin said,
"an investment in knowledge
pays the best interest". The
OECD is committed to

supporting such an investment
and sharing with the rest of the
world its unique statistical and
analytical treasury.

OECD Observer No. 246/247 December 2004-January 2005 1]
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GDP growth eases -
Economic growth in the
OECD area rose by 0.6% in

the third quarter of 2004,
showing little change
compared with growth of
0.7% in the previous quarter,

according to preliminary
estimates. Annual growth
domestic product slowed to
3.3%, from 3.8% in the

second quarter of 2004.

GDP in the euro area rose by
0.3% in the third quarter,
slowing from 0.5% growth in
the preceding quarter. Annual
growth was also weaker
(1.8%) than in the second

quarter of 2004 (2.1%).

fn the G7 countries,

quarterly GDP growth in the

third quarter of 2004 varied
from 0.1% in France,

Germany and Japan to 1.0%
m the US. Quarterly growth
accelerated slightly m Japan
and the US, was stable in

Italy and slowed in the other
G7 countries. Annual growth
was weaker than m the

preceding quarter m all Cft7
countries except Italy and
Canada. The US (4.0%) and

Canada (3.3%) had the

highest annual growth rates
in the G7, while Germany
(1.3%) and Italy (1.3%) had
the lowest.

- and challenges ahead
Growth is set to slow in the

months ahead, to judge by
the latest OECD leading
indicator. October data

showed continued

weakening performance for
the US, Canada, Japan and
Germany. However some

evidence of improved
performance was shown for
Italy and the UK.

According to the composite
leading indicator, the
OECD area fell by 0. 1 point
from September to October
2004. Its six-month rate of

change was down lor the
ninth month in a row,

following an upward trend
which began in April 2003.
The leading indicator for
the US, Canada, Japan and
Germany decreased in
October and their six-

month rate of change fell
sharply for several months

in a row. On the other

hand, the indicator for the

UK and for Italy increased
by 0.5 point in October and
their six-month rate of

change was up for the
second time following a
downward trend. The euro

areas indicator rose too, by
0.2 point in October,
though its six-month rate of
change has shown a
downward trend since

December 2003.

Nevertheless, OECD experts

urge cautious optimism for
2005-2006 witii the chief

economist, Jean-Philippe
Cotis, expecting OECD

economies to achieve good
growth.

See "Cautious optimism" by

Jean-Philippe Cotis, in
OECD Observer No. 245,

November 2004.

G7 trade slows

Total merchandise export
volumes in G7 countries almost

stagnated m the third quarter of
2004, with a 0.5% rise, while

import growth slowed to 1.8%.
On a year-to-year basis, G7
trade export volume growth was
still strong, but had slowed to

9.2%, while import volumes
continued their upward trend
with a rise of 11.3%.

For the first time in five

quarters, Germany's

merchandise export growth
turned negative (-1.1%).
Imports rose by 2.6%. On a
year-to-year basis, German
export volumes
rose by 8.9% and
imports by

11.3%. Volume, %

quarter. However, import

volume growth slowed to 1.2%.
Compared to a year earlier,
merchandise export volumes
rose by 10.1%, while imports
have increased by 12. 2%.

Quarter-to-quarter volume
growth of Japanese merchandise
exports continued to contract

and imports only slightly
recovered, with a rise of 0.9%.

Year-to-year export volume
growth, however, continued to
be strong with 12%, the highest
rate of the G7 countries, while

import volume growth, at 6.6%,
was the lowest.

G7 trade

quarterly change, seasonally adjusted

In the US,

merchandise

trade exports
grew faster than
the G7 average at
2.3% in the third

quarter compared
with the previous

5.0 1

4.0

3.0

2.0

1.0

0.0
Q4

2003

Ql
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Plus ça change
"The rapidly growing disparity between the per capita GNP levels

of the less-developed and more-developed nations cannot in the

foreseeable future be significantly diminished. Given the existing

income difference, even a doubling of current growth rates of the

less-developed world would not begin significantly to narrow the

great income gulf."

From "Economic Growth in the

Less-Developed Countries", in

OECD Observer No. 5,

August 1963.
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Secretary-General Johnston to step down

Donald J. Johnston, the secretary-general of the OECD, will step down from office in

May 2006. A former lawyer, politician and cabinet minister in the Canadian
government, Mr Johnston was elected to the post of OECD secretary-general in 1996.
Mr Johnston advised member countries of his decision on 5 January 2005. In his

letter, Mr Johnston underlined the importance of sufficient preparation time for his
successor in order to ensure a smooth transition. He commented that "a lengthy

preparation period was very useful for me before I assumed my responsibilities as
secretary-general of the OECD".

Major price survey
One of the largest and most complex
price collection surveys ever undertaken
has been launched by the International
Comparison Program (ICP), housed in
the World Bank's Development Data

Group. The ICP is coordinating the
collection of price data, compilation of
detailed expenditure estimates and
calculation of purchasing power parities
(PPPs) for countries in Africa, Asia

Pacific, Latin America and the Caribbean,

Central America, the Commonwealth of

Independent States and Western Asia.
Results will be combined with that of the

OECD-Eurostat PPP programme to

enable GDP comparisons of about 160
countries. ICP's Fred Vogel said, "It will
be a tremendous resource for all who

have an interest in the global economy,
including global businesses, economists
and development agencies who might
want to compare the relative price levels
and national incomes (GDP per capita)
of various countries."

For more information, see

http://www.worldbank.org/data/icp.

Mixed jobless
rate picture
OECD unemployment stood at 6.8% from
September to October 2004, which,
though unchanged from the previous
quarter, was 0.3 percentage point down on
a year earlier. The standardised
unemployment rate for the

In the euro area, the joblessness rate
remained at 8.9% in October 2004, the

same rate as a year earlier. The US
unemployment rate for November 2004
fell to 5.4%, from 5.5% the previous

month and 5.9% a year earlier. For Japan,
the rate was 4.7% in October 2004, 0.1

percentage point higher than the previous
month but 0.5 percentage point lower
than in October 2003.

In Germany, the OECD unemployment
rate remained at 9.9% in October 2004. In

Canada, the rate increased from 7.1% the

previous month to 7.3% in November
2004; but was however 0.2 percentage

point lower than a year earlier. Joblessness
declined from the previous year in France,
the UK and in Italy, respectively to 9.5%
in October, 4.9% in August and 8.9% in
January 2004.

Steely outlook

Buoyant market conditions in steel are
expected to continue in 2005-2006,
according to industry and government
experts meeting in January. Strong market
has boosted financial performance in the
sector and has sparked interest in new
capacity, they said. The steel market was
exceptionally buoyant in 2004: global steel
consumption jumped by 8.8% over 2003
to reach some 935 million tonnes of

finished products. In the OECD area, steel
demand increased by 7.5%.

For more, see Industry al www.oecd.org/sli.

OECD Observer No. 246/247 December 2004-January 2005
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ECONOMY

Japan's economy
Firming up?
Randall Jones

OECD Economics Department

Japan's overall growth rate in
2004 had raised hopes of a
full recovery from the
stagnation of the 1990s. But
output suddenly sagged
again, as new data showed
three straight quarters of
decline. But the economy can
get back on track in 2005.

Economic growth in Japan in 2004
was the highest recorded since
1996. However, a closer look shows

that most of that performance was thanks

to exceptionally rapid growth in the first
quarter of the year. Since then, quarter-on-
quarter GDP fell in the second, third and
fourth quarters.

Still, there is ground for some optimism.
The latest phase of expansion in Japan,
while matching those of the 1990s with

output growth at an annual rate of slightly
more than 2% since 2002, was different in

three respects. First, the public sector
made a negative contribution, primarily as
a result of deep cuts in public investment.
Second, declining public demand was

offset by private domestic demand, which
has expanded at an annual pace of 2.5%
since 2002. Third, in contrast to the

experience in the 1990s, external demand
has played a positive role, accounting for a
third of the recent growth.

In fact, double-digit rises in exports since
mid-2003 helped drive the recovery China

Looking confident: Prime Minister Junichiro Koizumi

The most recent surveys at home

confirm the broad improvement in
business sentiment in services and

manufacturing.

(including Hong Kong) is a key market,
accounting for a third of the rise in
Japanese exports during the course of the
expansion, supported by strong demand
from other Asian countries. The positive

effect of rising exports on profits has been
magnified by corporate restructuring that
has reduced costs, particularly through
cuts in employment and wages, and
improved balance sheets. Indeed, the
liabilities of the non-financial corporate
sector have fallen from a peak of 200% of
GDP to around 170% at present, which is
nearly the level of the bubble period.
These factors have helped to boost profits
by more than a quarter in 2002-2003,
with lurther gains in 2004. Improved
profitability and rising capacity utilisation
have driven business investment at an

annual rate of 6%. Capital spending has

OECD Observer No. 246/247 December 2004-January 2005
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Japan

also been encouraged by profitable
investment opportunities based on
advances in information technology

While employment continued to decline

during the early part of the recovery, the
positive developments in the corporate
sector spilled over to the labour market

during the first half of 2004. The
unemployment rate has now fallen from a

post-war high of 5.5% at the beginning of
2003 to under 5%, although declines in
the working-age population and in the
participation rate also contributed.

The improved labour market conditions

slowed the fall in employee compensation
and boosted consumer confidence by
reducing concern about job security,
contributing to a further decline in the
already low household saving rate. These
factors have sustained private
consumption, which has also benefited

from the easy stance of monetary policy, in
particular, the prolonged period of zero
interest rates. Private consumption has
risen at an annual rate of 1 .2% since 2002,

accounting for about a thiixl of the rise in
aggregate demand.

Despite strong economic growth, deflation
has persisted since the first half of 2003.
Indeed, deflation has become quite
entrenched, with a decline in the core

consumer price index in 2004 for the sixth
consecutive year.

Prospects for growth

So why should the economy rebound in
2005? Reasons include the favourable

monetary conditions, continued world

trade growth, rising profits and improved
balance sheets in the corporate sector,
which will support fixed capital spending,
as suggested by machinery orders. In fact,
the slowdown since the first quarter of
2004 reflects higher oil prices and slower
growth in overseas markets. But the most

recent surveys at home confirm the broad
improvement in business sentiment among
firms of all sizes, and services as well as

manufacturing.

The reduction in production capacity and
the rising age of the capital stock should

Business and household confidence

have rebounded.

All industry
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Profits margins have recovered to the
highest levels since the early 1990s.
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also help encourage firms to invest in new
equipment and to introduce new-
technology. In addition, external demand
should help sustain business investment.
Growth in Japans export markets is

projected to continue at double-digit rates
in 2005 and 2006, despite some
moderation m China.

Although business investment has fallen
from 20% of GDP in 1990 to around 15%

at present in nominal terms, its share of

GDP remains one of the highest m the
OECD area. This contributed to the

upward trend in the capital-output ratio
from 158% to 212% over the decade to

LI OECD Observer No. 246/247 December 2004-January 2005

2000. Nevertheless, a number of factors

suggest that business investment may
continue to grow over the next lew years.

Tor a start, the rise in the capital-output
ratio was largely due to shrinking output.
Firms had postponed new investments,
allowing the average age of the capital
stock to increase from less than 10 years in
1990 to 12 years at present and reducing
production capacity by 10% from its peak.
The ageing of the capital stock during a
period of rapid technological advance
provided profitable investment
opportunities that firms, having reduced
costs and improved their balance sheets,

were in a position to pursue.

There is scope for continued growth of

business investment to help sustain the
recovery in 2005 and 2006. There are
concerns, as m other OECD countries, that

outsourcing to lower-cost economies will
reduce domestic investment. However,

foreign direct investment outflows from
Japan have fallen from an annual average
of 5.6 trillion yen during the 1990s (1% of
GDP) to 4 trillion since 2000. China

accounted for a relatively small proportion,
although its share rose to 8% m 2003. The
net impact of increased integration with
China on investment m Japan is probably
positive. Indeed, the rebound in

investment has been led by large
manufacturers in response to a rapid
increase in exports, with China playing the
leading role.

Japans ability to get back on track and

make the recovery sustainable will depend
importantly on consumer spending.
Income gains may be necessary, though,
particularly in light of the recent declines
in the household saving rate, which is now
estimated to be less than half of its 1999

level and is below the OECD average.
However, adjusted for deflation, wages
have been increasing at a 3.2% annual rate
since their trough in the autumn of 2003.

Given the correlation between profit
margins and real wages, further increases
m corporate profitability should support
wage growth. In sum, a rise in private

consumption, accompanied by a smaller
but still positive contribution from external
demand, should sustain growth at around

Continued on page 10
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Lost property
If you are about to buy a house or rent

space in the heady property markets
of London, New York or Paris, then

you may be bewildered by the consistent
decline in property prices in Japan in

recent years.

While Tokyo remains one of the world's
most expensive cities to live in, property
prices in Japan, which soared during the
late 1980s, have dropped for
f 3 consecutive years.

This has had the effect of reducing the
nationwide average price index to less
than half of its peak level, the Japan
economic survey points out. However, the
cause of the decline has been shifting
from a simple adjustment in asset prices
to major structural changes that are
taking place in the Japanese economy. In
particular, the fall in prices in large urban
centres is slowing due to buoyant
commercial and residential demand,

while the pace of decline in regional cities
and the suburbs of large cities is
accelerating.

According to a survey by the Japan Real
Estate Institute, the rate of decline in

average land prices in regional cities
accelerated from 3.5% in 2003 to 4.4%

Land prices fall
°/o change, year-on-year

Nationwide

Central Tokyo

6 largest cities

1987 1990 1995

Source: Japan Real Estate Institute.

in 2004. In contrast, the pace of decline
in central Tokyo narrowed from 2.1% to
1.3% over the same period. Some central
districts in Tokyo are even reporting price
increases.

This on-going fall in land
prices continues to take its
toll on banks, which have

traditionally been
dependent on land as
collateral. The share of

bank lending with real
estate as collateral declined

from 27% in 1990 to 20%

in 2002, while the share of

unsecured loans without

collateral increased from

32% to 36%. Added to

this, because of the

importance of land in
household wealth, falling
land prices have a negative

impact on private

consumption.

Pointing up?

The Japanese government has responded
with a series of measures, including
promoting the revitalisation of urban
centres through deregulation of planning
and building codes, as well as financial
assistance. Also, taxes on landholding and
transactions have been reduced. However,

so far such policies seem to have primarily
affected land transactions and urban

redevelopment in the centre of large
metropolitan areas.

Indeed, structural changes such as the on¬
going shift to a service-based economy,
more population migration from rural
areas to large urban centres, and the
development of large-scale suburban retail
centres all tend to reduce land prices in
regional cities. Land price deflation on a
nationwide basis will likely persist well
after overall price deflation ends.

OECD (2005). OECD Economic Survey ofJapan,
Paris.
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Trade balance

Continued from page 8

1.5% in 2005 and 2006.

So, where are the potential threats to
growth? On the external side, a hard
landing in China and a further increase in
oil prices are perhaps the most prominent.

While China has played a key role in
Japans expansion, the direct impact is
limited by the fact that exports to China
amount to less than 3% of Japan's GDP
Moreover, the moderation of shipments to
China has been offset by higher sales to
other countries, particularly in Asia,

though their import growth may
ultimately depend on China.

In sum, a sharper-than-expected

slowdown in China would certainly affect,
but not end, the current expansion.

As for oil prices, structural changes in
Japan have made it much less sensitive to
price shocks, both compared to past

experience and to other major economies.
A key domestic risk to the expansion is
that the upward trend in wages (on a
seasonally-adjusted basis) will falter.

Another risk is the possibility of a
significant rise in interest rates, which
could create problems in financing the
government deficit and affect performance
in the corporate sector. Despite the overall
reduction in debt, Japan may be more
vulnerable to higher interest rates in the
short run than its major trading partners.

Firms with debt-equity ratios that are
more than one standard deviation higher
than the mean account for 36% of stock

market capitalisation and 31% of
employment in Japan, compared to 19%
and 16%, respectively, in the US.

Despite these risks, economic growth
should become firm for long enough to lift
Japan out of deflation. Financial markets
expect prices to begin rising in 2005,
while a survey by the Bank of Japan
indicates that 40% of consumers believe

that inflation will be positive by mid-
2005, while only 6% expect prices to still
be falling.

Reference
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Service that deficit?
Why is it that US

consumers are

willing to spend
more of their higher incomes
on buying imports than is

the case for foreigners on US
exports? In the jargon, US
income elasticity for imports
is greater than the foreign
income elasticity for US
exports. The notion, known
by economists as the
Houthakker-Magee

Asymmetry, is reflected in the
global trade imbalance today.
In short, even if the US

economy and the rest of the world grew at
the same rate, the US trade deficit would

widen as consumers suck in relatively more

imports.

One often cited reason for this imbalance is

luxury goods. As people get ncher, they buy
more expensive cars and high lashion. The
trouble is, many luxury makes and brands
come from outside the US, so demand for

them fuels the import bill. But there are
other reasons, as a recent study shows.

Take demographics. Younger populations
tend to consume a relatively higher

proportion of imports and fewer domestic
services, such as healthcare, while

immigrants tend to keep their tastes for
products from their homes abroad. The
report finds some évidence that when the
age distribution of domestic residents and
the proportion of immigrants in the US are
taken into account, the incomes skew for

imports diminishes.

Supply also counts. There is a tendency for
countries with higher growth rates to
produce a greater variety and quality of
goods for export, which in turn increases
the foreign demand for those countries'
products. As the US has some dynamic

trading partners, this supply effect,
according to the authors, is sufficiently
important that it might account for around
half the magnitude of the estimated income
elasticity of US import demand.

Production relocation and improvements in
global and regional market access, as well as

vertical integration among firms, also help
to explain the asymmetries.

Can anything be done? The authors point
to evidence that the asymmetry in US
consumer choices and those of Europe and
Japan is present only for trade in
manufactured goods. For services the effect
is even reversed. The US seems to have a

comparative advantage in the production of

services, particularly those associated with
the new economy. Some proponents see
further liberalisation of trade in services as

an answer, for as investment in new

economy services deepens globally, the
export performance of services within US
trade would rise, so narrowing the overall

asymmetry.

But the authors to the OECD paper see
risks. In particular, further liberalisation of
trade in new economy services could stir up
protectionist pressures, and they note that
US efforts to restrict international

outsourcing of low-skilled services could
prompt international retaliation in the new
economy.

OECD (2004), "Channels for narrowing the US
current account deficit and implications for
other economies" by Anne-Marie Brook, Franck
Sédillot and Patrice Ollivaud, Economics

Department, working paper 390, available at:
www.oecd .org/economics.
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Used goods trade
A growth opportunity
Peter Czaga and Barbara Fliess, OECD Trade Directorate

Ever feel like selling
authentic used US baseball

jackets abroad, or setting up
a global business in second¬
hand German cars? The

market opportunities may
be more restricted than you
think, and not necessarily
because of quality.

International trade is not only about new
products. A wide variety of used or
refurbished consumer and capital goods

are also sold on international markets, from

old cars and turbines to spare parts, mobile
phones and airplanes. Most used goods are
sold by developed countries to developing
ones.

But the market would be much bigger, if it
were not for some key trade restrictions
that have curiously been overlooked in
recent global trade rounds. This should be
changed. Consider the case of used cars.

For a start, the average car has more than
one owner over its lifetime - the used-car

market is clearly much bigger than the
new-car market. Bulgaria, Cyprus, Jamaica,
New Zealand and Russia are just some of
the many countries where imported used
cars account for the lion's share of national

car sales. The magnitude of international
trade can be appreciated from the fact that,
excluding trade with Canada, the US
exported approximately one third as many
used automobiles as new automobiles in

1999. Japan, which is another major
exporter of used cars, was estimated to
have shipped abroad a record US$1 billion
in used vehicles in 2003.

In many countries there are also major
sales opportunities for remanufactured and
used motor vehicle parts and components.
The market has been estimated at about

$60-70 billion in sales worldwide, as

people on lower incomes in particular keep
their vehicles running for as long as they

can to avoid the expense of
purchasing another one.

Another major global
market is second-hand

clothing which, like used
automobiles, could grow
much bigger. World
exports in used clothing
amounted to $990 million

in 2001, a small fraction of

the export of new clothing,
valued at $146 billion.

However, this trade is more

than it seems, because the

relative weight value of
second-hand clothing is
very small, at just
$0.73 per kilogram.

The trouble with the used

goods trade is that, just as
with new products, many
countries have put up high
barriers against them, not
because they have anything
against second-hand items

as such, but often simply to
protect local manufacturers

and salespeople of new and
used goods from outside

competition. The products
most commonly affected
are automotive vehicles and

parts, machinery, clothing
and medical devices.

A recent review by the OECD of trade
policy data for 85 member countries of the
World Trade Organisation found that
almost one third of them impose some
kind of prohibition on the importation of
one or more categories of used goods (see
table). Other countries use licensing

12
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requirements, special tariff rates or other
less-interventionist measures to regulate

imports. Countries in Latin America,
Africa, and Asia, including major players
like Brazil, China and India, are the leading
users of restrictions in this area.

International trade in used motor vehicles

is particularly often subject to trade
restrictions. According to work by Danilo
Pelletière and Kenneth A. Reinert of George

Mason University, only 58 out of
1 32 countries surveyed have no import
restrictions in place. Twenty-one countries
ban importation outright and the
remaining countries apply a combination ol
less restrictive measures, such as

conditional import bans (usually related to
age or other technical requirements) or
special taxes and charges. Many,
predominantly developing, countries also
restrict the import of used or
remanufactured or rebuilt vehicle parts and

tyres. Prohibition is common particularly
among Latin American and African
countries, although it exists in some Asian
and east European countries as well.

Trade restrictions also abound for second¬

hand clothing. There are import

prohibitions in place, mostly in African
countries and in some low-income Asian

and Latin American countries, as well as in

China. Their governments usually cite
health and sanitary reasons for these
measures. South Africa permits the entry of
used clothing only il it is for humanitarian
donations.

Brazil, Pakistan and other countries, again

mainly in Asia and Latin America, impose
conditional bans on the importation ol
used machinery, for safety and
environmental reasons. Outright bans are
rare; instead, most countries demand that

the goods in question meet strict technical
standards. Finally, some countries do not

permit importation of certain other
categories of products, such as used
medical devices; China, Egypt, Kuwait,

Syria and Thailand reportedly apply
unconditional import bans. Such bans are
also common for electronic appliances,

refrigerators, air conditioners and
compressors.

No entry
Incidence of import prohibitions on used
products

Motor

vehicles Tyres Clothes

Argentina

Bolivia

Brazil

Brunei

Canada

Chile

Dominican Rep

Ecuador

Egypt

Ghana

India

Israel

Maldives

Mozambique

Nicaragua

Nigeria

Pakistan

Peru

Salvador

Sri Lanka

Tanzania

Thailand

Venezuela

Source: Compiled by the OECD from the WTO

TPR Reviews, Elf's MAD database, and USTR's

National Trade Estimates.

Consumers may well clamour for
used goods: they are cheaper and
often perfectly reusahle. Indeed,
access to used machinery may be

the determining factor in
investment decisions by firms in

developing countries with skill
constraints.

Costs and benefits

Some of the arguments to keep out used
goods can be challenged under
international trade rules, though health or
environmental reasons are tricky, and

some are legitimate.

Consumers may well clamour for used
goods: they are cheaper and often
perfectly reusable. Indeed, access to used
machinery may be the determining factor
in investment decisions by firms in
developing countries with skill
constraints.

But used goods are seldom covered by
warranties and they can carry risks and
costs. For example, defective or
hazardous products can be exported to
countries that lack the regulatory
framework needed to protect users

against them, so rather than sort through
the goods, it simply becomes easier to
ban them outright.

Otherwise, it is questionable whether
used goods should be treated differently
to new ones for trade purposes. And even

where safety is an issue, old goods could
be subject to the same rigorous testing
standards that new goods are required to
meet. Even environmental arguments may

not be watertight. Research suggests that
used vehicles from developed countries
often meet higher environmental and
safety standards than a developing
country's local lleet of (still older)
vehicles. The recycling and re-use ol
clothing and auto parts helps save scarce
natural resources and, as long as the

goods are not dangerous or toxic,
stretching the lifespan of old products is
on balance good environmental policy.

Used goods are obviously problematic,
since they are, after all, used. But outright
prohibition of importation may not be
necessary if the policy goals behind these
bans can be reached by other, less trade-
restrictive, means.

In other words, controls and oversight
could be stepped up, and technical
inspection carried out at specified
intervals, but trade itself would continue.

That surely would bring trade benefits in
the longer run. Also, some of the more
complex control functions could be
shared with the exporting countries,
which tend to have more developed

regulatory infrastructure. For high-risk
used or refurbished goods, exporters
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could perform quality control as part of
their own trading procedures.

What's more, the used goods market could
lean on internationally recognised
standards already in place to build its own
appropriate standards. An important step in
this direction occurred in 2004 when the

International Organisation for
Standardisation (ISO) endorsed a plan for
developing international standards

intended to ensure that second-hand goods
meet agreed health and safety standards,
and that consumers have access to the

necessary product data to make informed

purchasing decisions. The development of
such standards, coupled with capacity-
building enabling all countries to use them
effectively, should provide an opportunity
for countries to review and liberalise their

existing trade policies.

But while used goods trade should be
liberalised, that does not mean a free-for-

all. On the contrary, better oversight would
reduce the fraud already affecting the used
goods sector. The bottom line is, the crude

import bans in place in many countries are
unable to achieve their goals. Easing
restrictions and lifting bans in a co¬
ordinated way will help boost welfare and
development. Used the goods may be, but
with trade, they become very useful
indeed.
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The tsunami
Some reflections

Richard Manning, Chair of the OECD's Development Assistance Committee

The Indian Ocean earthquake
and tsunami of 26 December

2004 was one of the most

lethal, and perhaps the most
widespread natural disaster
in living memory. What
general conclusions can
the development
community draw?

The first, clearly, is that the lack of
warning was an extremely
significant element in the death toll.

The international community is now
going to put this right, but should we
have got it right collectively earlier? Take-
cyclone warnings in the Bay of Bengal.
Figures show that, while the incidence of

cyclones has probably increased, the
death tolls are in steady and steep decline,
essentially as a result of simple measures,
such as better local warning systems and
provision of cyclone shelters. The risk of a
tsunami, as a much less "normal" event,

was not judged sufficient for a similar
investment. Are there other rare, but

potentially catastrophic, events that we
should be providing for? And what are
the risks?

Linked to this, there is a question of
whether a better job might have been
done in getting warnings to the countries
where there was a few hours of potential
notice. And what does this imply for
efficient public warnings?

A second conclusion is more positive. The
international relief effort has been

successful in preventing any significant
second round of deaths through hunger

and disease. This represents a very
considerable achievement, particularly in
Aceh, where the scale of the disaster, the

logistical difficulties and the political
situation could easily have combined to
produce a heavy toll of further death and
disease.

Initial reactions may have appeared
improvised, but they seem on balance to
have been effective. Particularly
noteworthy was the agreement to let the
UN, after the first few days, play the
strong role it is supposed to play in such
situations, as well as the contribution of

local, regional and international military
assets in the initial stages, particularly in
Indonesia. The Office for the

Coordination of Humanitarian Affairs

appears to have risen successful])' to one
of its biggest challenges.

A third conclusion is not new: external

aid in these situations must be responsive
to local needs, and not designed for the
evening news headlines. "Send a blanket"

is not a useful response unless blankets
are needed. For me, this lesson goes back
to the post-civil war emergency relief
programme in Nigeria in 1970, when the

Nigerian Red Cross played a sterling role
in specifying needs and doing its best to
exert discipline on the donors. 1 still recall
a sad-looking packing case of unwanted
tea, sent as a gesture from another African
country, sitting forlornly in the rain at
Lagos Airport: it was a visible example of
useless tokenism.

Cash for local purchase should be the
prime response, particularly for an
emergency where there are functioning
markets, as in Sri Lanka, within a few

miles of every beach. This should be
coupled with those emergency supplies
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that are genuinely needed from outside the
country.

In this disaster, affected countries seem to

have been competent and assertive in
saying what they needed, and this has
probably restrained the supply of irrelevant
material. The announcement after a few

days by Médecins Sans Frontières (Doctors
Without Borders) that they needed no
more donations for the tsunami response
was to my mind a healthy signal from a key
member of the NGO community

All this points to a need for strong

co-ordination. Some flag-waving by
countries and NGOs is inevitable, but the

clear determination of countries like

Thailand and India to take the lead in their

own response sent a good signal. Stories of
chaos, overlap and confusion have been
modest, given the scale of operations.

Another conclusion is that there is much

yet to do. Emergency relief is one thing.
Dealing with the physical and

Dealing with the physical and

psychological consequences is a

much longer and even more

complex task. Enabling survivors
to regain and hopefully improve
their livelihoods will require a lot

of understanding of local people's
wishes and needs.

psychological consequences is a much
longer and even more complex task.

Enabling survivors to regain and
hopefully improve their livelihoods will
require a lot of understanding of local
people's wishes and needs. It is a classic
case for participative approaches, rather
than blueprint solutions, and for full
recognition of issues around gender,
environment and potential for conflict -
particularly m areas where conflict is
already present.

Finally, there is the public response, which
has been unprecedented. It is not hard to
see why. A disaster of this scale, killing tens
of thousands of local people but also large
numbers of foreign tourists, prolonged
media attention, the timing just after
Christmas, all combined to jolt every one
ol us. I will not myself forget being rung in
a well-stocked London supermarket to be
told the shocking news that a colleague
from the UK Department for International
Development had been killed in Thailand
along with his three children, leaving just
his injured wife alive of all the family.

We should not assume that such a large
response can readily be transformed into a
step-increase in voluntary funding for what
have been called the "silent tsunamis" of

poverty and child mortality But the public's
outpouring tells us something. People do
care about the basic welfare of their fellow

human beings.

The discussion of the aftermath quickly
led to questions about the underlying
reasons why so many very poor
communities live in inherently fragile and
risky environments. Some understanding
does exist of the case for longer-term
investment to reduce vulnerability. This
should guide us in ensuring that
reconstruction efforts include disaster

preparedness and mitigation measures.
There are already some signs that this
climate ol opinion may persuade some
donor governments that they can sustain
a case for giving greater support to the
Millennium Development Goals.

Meanwhile, the tsunami has already triggered
some useful discussions between the OECD

and the UN Office for the Coordination of

Humanitarian Affairs on providing clearer
accounting to our publics of how aid has

been spent, and how much of it is additional
to existing aid programmes. And we are
discussing how to bring the Development
Assistance Committee's insights to bear on
the assessment ol the response that is surely
needed.
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"Have you heard
me today?"
Women and AIDS

World AIDS Day
2004 kicked off on

1 December with

the slogan, "Have you heard
me today?". The slogan was
coined by women, who
account for about half of the

people infected with
HIV/AIDS, but who often

don't have a say in protecting
themselves against the disease.

Women are more physically
susceptible to HIV infection
than men. Male-to-female

transmission from sexual

intercourse is about twice as

likely to occur as female-to-
male, and women often
contract the infection because

of the high-risk behaviour of
their partner, over whom they
practically have no control.
According to UNAIDS, millions
of women "are forced to have

sex" around the world and do

not have the choice of

remaining abstinent or using

contraceptives.

Each day, 8,000 persons die
from the disease and 14,000

others are infected. According
to UNAIDS, 39.4 million men,

women and children

worldwide are living with the
virus. This figure includes
4.9 million people who
contracted HIV m 2004. In

addition, the global AIDS
epidemic killed 3.1 million
people last year.

HIV is spreading almost

everywhere - AIDS victims arc

on the rise in east Asia,

eastern Europe, and Latin
America. But the epidemic is
expanding most rapidly in the
Russian Federation,

particularly among drug users,
and in China, where the

number of people living with
AIDS is expected to double
this year compared with last
year. Nearly 70% of all the
people living with the virus
are in Africa. The number of

infected women is on the rise

m sub-Saharan Africa, where
six out of ten victims of the

disease are women or girls.
South Africa is still the

hardest-hit region, accounting
for a third of all AIDS deaths

around the world.

Donors are reacting to the
alarming spread of HIV/AIDS.
A report published by the
OECD Development
Assistance Committee (DAC)

in 2004 shows a clear trend

towards rising H1V/AIDS-
related expenditure. DAC
countries account for well

over 90% of the world's

bilateral official development
assistance. Total bilateral

commitments for HIV/AIDS

increased by 64% in
2000-2002. Eastern and

southern Africa were the main

recipients.

This is quite a significant figure,
with total official development
assistance (ODA) commitments

for HIV/AIDS control at

$2.2 billion per year from 2000

60% of AIDS victims in

sub-Saharan Africa are

women or girls.

to 2002. The lions share was

bilateral, at $1.1 billion per
year, while allocations to the
Global Fund to Fight AIDS,
Tuberculosis and Malaria came

to $0.5 billion per year. The
remainder is DAC members'

estimated aid via multilateral

core funding through UN
organisations and the World
Bank. Collaboration is also

being fostered, through
twinning arrangements with
hospitals in OECD countries,
for instance, and between
NGOs and the communities

and families of affected

people. OECD Observer
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Handle with care

Democracy
What future?

Patrick Love, OECD International Futures Programme

Freedom and democracy
are asserting themselves in

all continents. But is

democracy really safe?

I
mages of voters braving death to cast
their ballots in elections across the

world remind us that democracy,
however imperfect, is not some tedious

civic duty, but a victor)' over oppression.
In this light, it might seem slightly
ludicrous to worry about such bastions of
freedom and stability as, say, the
Scandinavian countries. Yet, the

governments of Denmark and Norway
would argue that the tide of democracy
ebbs and surges, and that complacency can
allow liberties to be eroded. Both countries

have set up parliamentary commissions to
examine themes like democracy and
power. They came to the OECD in

October 2004 to discuss the question with
other countries and experts.

And as one might expect from a meeting
of "like-minded" people at this
institution, the commitment to

democracy may well be shared, even if
there are differing views on where
democracy is heading.

True, elections seem to be multiplying.
The Stockholm-based International

Institute for Democracy and Electoral
Assistance, for example, lists some
78 elections worldwide for the 1940s,

but about as many again for 2004 alone.
Barely two dozen of the world's countries
were democracies in 1950; today there
are well over fOO.

Yet, what is the nature of that democracy
and what are the dangers? Reaction to
dramatic events such as 9/1 1 revealed

worries about the optimal balance
between freedom and security, and
provoked an examination of what
democracy actually means.

The word comes from Latin translations of

Aristotle's demos, meaning "territory" or
"people" as a group, and krailcn, which

means "rule". But whatever its linguistic
roots, democracy as we understand it today
is a product of the Enlightenment, based
on what Kant termed autonomy, again from
the Greek, a law {nomas) that you impose
on yourself In short, "government of the
people, by the people, for the people". This
is practically synonymous with sovereignty
m the popular imagination, but sovereignty,
as the German philosopher Carl Schmitt
argued, is the power to suspend the law
and to place oneself above the law, or, as
Jacques Derrida wrote: "The abuse of
power is constitutive of the idea of

sovereignty".

It is a tribute to the power of the
democratic ideal that when governments
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deny democracy, they feel obliged to
claim that it is for some greater good.

Suspending elections, for instance, is
presented as a bid "to protect
democracy".

Today, many see democracy as a form of
modern civilisation. Beyond the mere
freedom to vote, it incorporates

accountability of government, civic
freedoms, the rule of law, and so on.

Some see democracy as a form of
identity and a byword for market
freedom, which is not just to be shared,
but protected and spread as a
counterweight to tyranny.

A number of less spectacular and often
conflicting phenomena are also
modifying how we define and practice
democracy. The debate is about the
meaning of freedom on the one hand,
and rights on the other. The treatment of
gender issues and human rights, for
instance, provoked animated debate
among the Norwegians at the OECD
meeting. One side argues that the
increasing use of the law to oblige
governments to grant or respect rights
weakens democracy, because this gives
power to courts that are non-
accountable to the citizens subject to
their rulings. This is particularly so,
some argue, if these courts are supra¬
national, as in the case of human rights
courts in Europe. This leads to fears that
we are moving from the rule of law to
the rule of lawyers, or the magistrature
over the legislature and so to a dilution
of state sovereignty.

There are those that welcome this

evolution, since legal instruments can
protect gender and minority rights in the
face of government inaction or hostility,
even in the most egalitarian societies.

There was no agreement at the meeting
on the explanation for growing political
apathy among the public in some
countries. Election turnouts in the US

and France may have bucked the trend
in recent times, but in general, voting
trends seem to be down. Optimists argue

that citizens generally trust their
governments to do the best they can,

The democratic debate is about

the meaning of freedom on the
one hand, and rights on the
other.

and do not feel the need to vole to

ensure this. Pessimists say that the

public feels it has little or no influence
on national and international decision¬

making and is discouraged front
participating by the complexity and lack
of transparency of political processes.

But what about too much democracy, or

"voter fatigue"? This, critics say, occurs
when too many votes are held back-to-
back; a general election followed by a
referendum, for instance. Some

countries, such as Switzerland and the

US, have a tradition of direct democracy,
with frequent calls to "let the people
decide" on a number of key issues, from
constitutional changes to electing a
sheriff. Supporters say this helps
reengage voters and disciplines elected
officials. Critics say it weakens
representative democracy, appealing to
only hard-core voters, so destabilising
elected programmes.

Economic governance is naturally
affected by political participation: if
participation declines, vested interests
may be better able to control the agenda,
possibly to the detriment of the weaker
sections of society. And if the main
government and opposition parties share
essentially the same views on managing

the economy, a major source of political
debate and identification disappears.
Apathy sets in, which can undermine
democracy by providing opportunities
for extremists to set the terms of the

political debate.

That is why citizens have to be informed
of all sides of a debate, and have the

skills to use information, participants
agreed. This makes the media vital to a
thriving democracy, but are they playing
too great a role in shaping the political
agenda? A sensitive question in a
democracy, of course, since the public-
can probably decide for itself. At the
same time, for some, the media risks

trivialising debate for its own interests,
and, as the fourth estate, replacing
citizen participation as the major means
of influencing policy. The concentration
of media power within the industry and
cost-cutting within the information
media, with fewer reporters and greater
reliance on a few news agencies and
oflicial sources, also worried many
participants.

A more optimistic argument is that new
media like the Internet, with its personal
web logs, or "blogs", will offer a credible
alternative to news conglomerates. The
most difficult aspect may be exploiting
the interactive potential of the new
technologies. The temptation for
politicians and major networks will be to
use web sites, etc, simply as a further
means to inform the public, not as a tool
for listening to them, answering their
questions or addressing their concerns.
Indeed, the possibility of these new
technologies being used to increase
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powers of surveillance and control

represent a new and dangerous risk for
democracy.

Schools have a role to play in teaching
people how to find and evaluate the

information needed for intelligent
participation in the democratic

process. Studies show that political
participation tends to increase with

educational level, but paradoxically,
political participation is declining
while the educational level of society
as a whole is improving. Governments
can also help by making voter
registration simpler, but national
experience on continuing participation
differs: in the US, many young people
who voted at the first election

following their registration did not
vote afterwards, while in Europe
people who vote in their first possible
election continue to vote thereafter.

So, does democracy have a future7 The
spread of democracy certainly seems
to demonstrate its appeal. Still, the
overall conclusion of this conference

was that while democracy is not in
danger in the OECD countries, even
"good" democracies can go bad if
worrying aspects are not identified and
tackled in time.

References

The October 2004 OECD conference on

the future ol democracy raised a number
of issues that will be treated in the

International Futures Programme's
forthcoming publication, 10 Questions We
Should Ash About Democracy. Sec

www.oecd.org/futures for more details,
and to find links to the reports mentioned
in this article.

Bribery
Does the OECD convention work?

The OECD Anti-Bribery
Convention is not just about
morals and ethics in clean

business practices. It is

about fair play and levelling
the playing field as well.

The 1997 Anti-Bribery Convention
captured worldwide attention as the first

global instrument to fight corruption in
cross-border business deals. Since its

ratification by all 30 OECD countries
and six non-members, it has made some

real headway in the fight against
corruption, with visible evidence that
national governments and businesses
have tightened up their own legislation
and standards.

Today, in the 36 countries that have

enacted anti-bribery laws based on the
OECD Convention, bribing a foreign
public official is a crime. In other words,
a bribe by one of their multinationals to

a public official in a developing country
for a public works contract is a
punishable offence. Indeed, it is in this

targeting of the supply side of foreign
bribery that the OECD Convention
stands apart from other multilateral anti-
bribery instruments.

The OECD Anti-Bribery Convention
goes beyond ensuring that Parties outlaw
foreign bribery. It ensures effective
enforcement through systematic
monitoring. OECD governments have
mandated a special working group of
experts to follow up on countries' efforts

to implement the Convention's standards

and monitor compliance. It meets five
times a year at the OECD headquarters in
Paris. The monitoring process is divided
into two rigorous examination phases.
Phase 1 involves a comprehensive
assessment of the conformity of the
country's anti-bribery laws with the
OECD Convention. Phase 2 involves

several days of intensive meetings in the
examined country with key players from
government, business, trade unions and

civil society to build a clear picture of
how effective that country's anti-foreign
bribery laws are in practice.
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As of start 2005, Phase 1 was all but

complete, with one remaining country to
be examined. Fifteen countries, including

the G7, have completed Phase 2, with the
remainder to be completed by 2007.

The Phase 1 and Phase 2 reports are

made publicly available on the OECD's
Internet site at www.oecd.org/bribery.

The Recommendations ol the Working

Group on Bribery as well as the country
reports are a powerful impetus for

change. Several countries have amended
their legislation following the
Recommendations of the Working Group
(e.g. Iceland, Japan, Slovak Republic,
Hungary, Sweden, Bulgaria and
Switzerland). This is evidence that the

OECD Convention works.

The fight against corruption is not just
about formal review, and public
consultation and dialogue is vital to its
success. The latest such event, the

Global Forum on Governance: Fighting
Corruption and Promoting Integrity in

Public Procurement, which was

jointly sponsored with the French
Ministry of the Economy,

Finance and Industry, took

place at the end of
November (see

website).

The OECD

Anti-Bribery
Convention

has laid the

ounclatton for

the global fight
against foreign
bribery, and it

provides the
framework

for a united stand against corruption by
the international community. The
Convention is not just about morals and

ethics in clean business practices. By

promoting high standards, the
Convention has contributed to levelling
the competitive playing field for
companies dealing across borders. This
is an important achievement, which will
be built on as more strategically
important countries join the Convention
and as the OECD work programme
reaches out to more countries around

the world.

Yes, the OECD convention against

bribery works. Corruption might never
fully go away, but it can be pushed back,
and certainly no longer condoned as
some kind of inevitable side-effect of

globalisation.
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3. 1 997 Revised Recommendation of the Council on Combating Bribery in International Business
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4. OECD Guidelines for Multinational Enterprises;

5. 2003 Action Statement on Bribery and Officially Supported Export Credits.

Entry into force of OECD Anti-Bribery Convention: 15 February 1999.
Number of signatory countries: 36.
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Is a national department of
government responsible for
official statistics. Its powers, duties
and responsibilities are set out
by statute - the Statistics Act of

1 999 - and the integrity of its
core statistical functions are

protected from political
interference by virtue of this law.

Historically, the development of
a statistical system in South Africa
was closely linked to the politics
of the day. During the years of
apartheid, statistical collection
reflected the race-based nature

of information gathering.
Collection of statistics according
to race, affirming racist policies
and practices, dominated, and
black people were the viewed
as the objects of data collection,
rather than its beneficiaries.

Balkanisation of the country into
'homelands' and apartheid states

I

South Africa

during the 1970s fragmented
the statistical system even further.
Some of the nominally
independent homeland states set
up their own statistical agencies,
creating an institutional basis for
statistical fragmentation, By the
1980s and ^ into the 1990s,
South Africa's statistics system
had almost completely collapsed,
was severely fragmented and
lacked credibility, coherence and
methodological credence.
In 1994, following the
inauguration of the Mandela
government, the Central Statistics
Service (CSS) - as the agency
was then called - was assigned
to the Presidency, reflecting the
importance and developmental
role which the new government
attributes to statistical collection.

The agency was called upon to
measure progress in the new
society, benchmarking what
existed so that government's
progress in critical areas of socio¬
economic development could be
monitored. To do this, Stats SA
added a range of new
collections to its traditional focus

on economic and demographic
indicators. A series of sample-
based household surveys was
instituted to measure and monitor

delivery of key services, such as
access to clean water and flush

toilets, housing, transport and
health care. The collection of
labour market statistics was

expanded, with attempts to
measure employment in the less-
formal sectors of the economy
instituted. South Africa's first

population censuses to be based
on inclusive enumeration, rather
than a combination of modeling
and racially-based exclusion,
were successfully completed in
1996 and 2001.

User needs have been prioritised,
and this has been reflected both

in the changing nature of statistics
collected, and the way in which
the data is made available.
Interactive and web-based

products, linking data to
geographical co-ordinates and
hierarchies, have become
standard.

Within the international statistical

community, Stats SA plays a
major role in the statistical
institutions of Africa, as well as
various United Nations bodies

and the PARIS21 consortium,
which has been chaired by South
Africa's statistician-general.

Private Bag X44 . Pretoria 0001 South Africa . 170 Andries street . Pretoria 0002

_tel: +27(12) 310 8911 _fax: +27(12) 322 3374 _email: info@statssa.gov.za _web: http://www.statssa.gov.za
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Statistics forum Spotlight

Progress
measuring
progress

Enrico Giovannini, Chief Statistician of the OECD

Forums are quite commonplace these
days, but really useful ones are rare.
We tend to think of Davos or Porto

Alegre, or perhaps even the OECD's own
annual public forum. We imagine headline-
making topics, on climate change, security,
society, telecommunications or business
innovation. But a recent OECD world forum

held in Palermo, Italy, was different than
most, for it had as its billing the rather
unspectacular subject of statistics.

Curiously, the Forum was a hit. For nearly
four days in November 2004, despite
sometimes complicated technical
presentations, the great amphitheatre
holding the first OECD World Forum on
Statistics, Knowledge and Policy was
packed. Like in all good forums, business
people and civil society activists,
government officials, policymakers and
experts converged on the wonderful Teatro
Massimo to interact, network and busily

exchange arguments and ideas. The media
watched closely and, according to our data

(yes, more counting), thousands of people
from all over the world followed the debates

live from their desktops.

Heartening stuff for us statisticians, but why
such broad interest? Quite simply, this
forum was not about the environment, or

social exclusion, or new technology Rather,
it was about all of these things, about the
data that underlies our knowledge and
hence our action. The point is that today the
role of statistics goes well beyond the
production of figures, and touches upon
people's everyday lives.

When governments set a new budget, when
households decide which school their

children should attend, when businesses

invest, when NGOs launch campaigns: all
these decisions are often based on some sort

of statistical information, which we turn into

knowledge and use to inform our choices.

We live in a data-rich world in which

ordinary people have become familiar with
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notions like GDP, or inflation rates. There

seems to be no shortage of surveys, on the
cost of living, on corruption, economic
freedom, or on the state of our hospitals.
There are surveys on the environment, or
even on how depressed or happy we feel.
But people quickly see the limits of such
surveys. Some ol them are serious, others

are there just to entertain us. but which

ones? And they paint so many different
pictures about us that we end up being
confused.

On the other hand, people want to see
statistics that capture the quality of their
lives, and not just any one aspect. They
want to measure progress based on a fuller
picture of where they stand.

People inevitably turn to statisticians to sort
out what is measurable and what is not . But

given the stakes, everyone wants to be
involved. Hence the interest in Palermo.

And the overarching question people from
all backgrounds were asking was: how can
we measure our lives better?

True, our life expectancy is higher, we seem
healthier and smarter, and many countries
are richer. But are we really making
progress? Even m developed countries, we
sense that the progress we have made is
uneven, and perhaps not sustainable or
secure. How can we be sure? Without sound

data, advice sounds rhetorical, and policy
prescriptions ideological.

There are several ways to measure the
overall situation of a country, but three
attract particular attention. The first extends
traditional economic accounts based on

GDP, for instance, to capture the
environment or social concerns. A second

way is to develop composite indicators of
wellbeing that combine detailed
information into a single measure. And the
third seeks to identify a certain number of
key indicators covering economic, social
and environmental domains, without

deriving any particular single measure. Each
of these approaches has strengths and
weaknesses.

The first approach is quite an investment m
terms ot the amount of data to be collected

and the resources needed to make them

coherent. It encounters theoretical and

People want to see statistics that

capture the quality of their lives,
and not just any one aspect. They
want to measure progress based on

a fuller picture of where they stand.

practical difficulties in expressing some
aggregates in monetary terms, such as

environmental resources. And while it may¬
be very powerful analytically, for instance,
for simulating the economic, social and
environmental effects of different policy
measures, it is hard to see how such a

complicated approach could easily win over
governments, investors or the public.

Composite indicators seem more attractive

from this perspective, as they can combine a
wide range of indicators - even "apples and
oranges" - into a single measure. Human
development indices and quality of life
indicators are produced this way They lend
themselves easily to rankings among
countries, and are loved by journalists and
readers alike. On the other hand, they can
be very misleading, depending on the
selection of indicators and weights used to
aggregate the results. Their authors exercise

their own tastes and judgements, yet do not
always warn readers how individual
components might distort the final results.

So, if air quality gets a high weight, this may
benefit the position of countries with low-
urban density.

An intermediate approach is the choice of
sets ol key indicators, based on a more
holistic view ol what matters most for

development and progress m each country.
It has the advantage of covering a wide
range of topics - say, 20-30 or so - without
the need of estimating individual weights.
For instance, countries might focus on a list
that covers economic growth, healthcare, air
pollution, youth employment and new
investment. The responsibility of making a
comprehensive performance assessment lies
with the users, according to their vision,
expectations and culture. Such key
indicators may not provide a single measure
of progress and do not have the
methodological soundness of some

accounting frameworks. But they are gaining
popularity because they provide users - the

stakeholders - with a manageable amount of
information whose selection reflects their

choices, while providing a yardstick against
which performance can be openly
scrutinised. As David Walker, the US

comptroller general, would put it, such
indicators help people keep score.

The OECD is working, in one way or
another, on all these approaches. We
produce statistical measures of economic,
social and en\"ironmental conditions in both

countries and sub-regions. We undertake
methodological research on accounting
frameworks and composite indicators, and
we hold international workshops, including
on key indicators, with the Palermo forum

being a prime example. Naturally, some
critics wonder whether all of this work is

nothing more than statistical over¬
indulgence, with number crunchers just
looking for yet new ways to skin the same
cat. There is certainly a danger of statistical
overload, and of according too much
importance to certain figures. As some
speakers at the forum showed,
governments and other decision-makers can
over-react to the power of numbers, too

easily allowing rankings and targets to set
policy priorities.

But what counts most is to know how to

treat numbers, and to develop the
knowledge we need to act on them. As
European Central Bank chief, Jean-Claude

Trichet, points out, good decisions also
depend on good judgement. At the same
lime, there is so much we do not know, and

such are the uncertainties of life, from

climate change to market behaviour, that no
one can afford to be complacent.

The forum in Palermo showed that statistics

represent a fundamental tool in developing
knowledge, so making better evidence-
based decisions possible. Statisticians do not
take the decisions, but they do an important
job. As Thomas Jefferson said, T know of no

safe depository of the ultimate powers of the
society but the people themselves; and if we

think them not enlightened enough to
exercise their control with wholesome

discretion, the remedy is not to take it from
them, but to inform their discretion by
education".

Visit www.oecd.org/oecdworldforum.
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European monetary policy
How statistics are used

Jean-Claude Trichet, President of the European Central Bank

Building a credible
economic policy for the euro
area has depended on good
statistics, a solid analytical
framework and sound

judgment. There have been
challenges, and more lie
ahead.

Central bankers, like all other

policymakers, operate in an
environment of high uncertainty-

regarding the functioning of the economy,
as well as its prevailing state and future
development. In addition, the second half
of the 1990s and the first years of this
century have been characterised by
structural changes, some of them on a
global scale, others confined to Europe, all
of which have added to the normal sources

of uncertainty. (...) Disentangling the
shocks that continually hit the euro area
economy and assessing their impact on the
risks to price stability in real time remains
a very demanding task, in spite of the
progress made in statistical data
compilation, economic theory and
econometrics over the past decades.

In such a complex environment, a single
model or a limited set of key indicators is
not a sufficient guide for monetary policy.
Instead, an encompassing and integrated
set of data is required. The development of
statistics for the euro area and the future

priorities for further enhancements reflect
this requirement. A rich set of timely
statistical data is a necessary, but
insufficient, precondition for sound
monetary policymaking. Only if the
information is structured and analysed in a
consistent way will monetary policymakers
be m a position to take the most
appropriate decisions to obtain their
policy goals. (...)

Monetary policy and data

If we lived in the world of

macroeconomic textbooks, a few simple
models with a limited set of variables

would be a sufficient basis lor monetary

policymaking and the statistical
requirements could be kept to a

Mr Trichet: Proud achievements

minimum. As we all know, the real world

is much more complex and, therefore,
information needs are much more

elaborated. (...) The economy is never at
rest. A multitude of disturbances of

diverse nature affect the economy all the
time: financial shocks, demand shocks,

supply shocks, etc., and these cannot
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easily be distinguished in real time, let
alone foreseen.

In their attempts to identify disturbances
and track how they spread through the
economy, central banks are assisted by
models. But too often, existing models
are not sufficiently sophisticated
instruments to identify shocks. For one
thing, their focus may be too narrow, in
a way that makes them unduly selective.
A partial representation of the economic
structure can only partially help in
monetary policy decision-making,
notably in real time. (...)

Another example is provided by the many
pitfalls that come with using "synthetic"
indicators of inflationary pressure. The
most famous of these "synthetic" indicators
is the so-called output gap. The output gap
can be defined as a measure of the

deviation of the aggregate output of an
economy from the maximum level that
would be consistent with price stability.
This maximum level is then the "potential
output". When current output is above
potential, the pressure on the scarce
resources should then translate into

an increase in prices, that is,
inflation. (. . .)

Unfortunately, we cannot assume to know
the potential output. The best we can do is
to try to estimate the output gap by using
observations of many other correlated
variables. We all know how imprecise and
model-dependent this estimated measure
can be. It would then be dangerous to
derive monetary policy decisions from
such an indicator. (...)

A second reason why models - and the
synthetic theoretical constructs that
accompany them - may often be elusive
guides for policy lies in the fact that they
are subject to rapid obsolescence, as the
structure of the economy is subject to
permanent change. We central bankers,
like private agents, need to learn

Just as a good meal not only
requires high-quality ingredients
but also an excellent cook and

recipe, high-quality monetary

policy analysis also requires

excellent staff and an appropriate
analytical framework.

constantly about the environment in which
we operate. (...)

If this is of the essence for all central banks,

this is particularly true for the ECB, which
has been put in charge of the monetary
policy of a totally new economic entity.

The creation of EMU represents a major
structural change for the European
economy and a great challenge to
policymakers. Nobody could tell, at the
outset, to what extent the introduction of

the single currency would affect the
functioning of the single market of goods
and services, or the very nature of financial
markets or price and wage-setting
behaviour across the euro area. (. . .) Such a
situation has called for a cautious

interpretation of model results and, even

more importantly, for a broad information
basis in order to cross-check the

interpretation of various pieces of
information. This implies a need for
detailed and high-quality statistics for the
euro area. (...)

Statistics for the euro area

Today, euro area statistics compare
favourably with those of other major
countries in many respects. A concrete

example is the monthly balance of
payments for the euro area and the
availability of a timely, flash estimate of the
euro area Harmonised Index of Consumer

Prices (HICP). Moreover, the ECB

compiles an elaborate and timely set of
monthly statistics on monetary
developments in the euro area and interest
rates. (...)

First and foremost, the achievements have

been possible thanks to the intensive and
fruitful co-operation and co-ordination with
other statistical agencies. (. . .) Secondly, I
would like to stress the importance of close
co-operation with users, which should
guarantee that the statistics are "fit for
purpose". (...)

A third important success factor in the
design of statistical systems is a strong
legal basis. (...) Legal instruments are
necessary to achieve satisfactory standards
and equal treatment across Member States.
Fourthly, the setting-up of euro area
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The application of the
international standards is, first of

all, a way to ensure that the
statistics remain independent.

statistics from scratch has required an
intensive process of harmonisation ol the
methodologies used by the various
countries for the collection and production
of statistics. This enables us, for example,

to compile meaningful area-wide
aggregates.

The need for the harmonisation of

statistical concepts also applies at an
international level. The application of the
international standards is, first of all, a way
to ensure that the statistics remain

independent of the policy users. Secondly,
application of the international standards
allows for meaningful comparisons and
aggregation. Given that cross-country
comparability of official statistics is key to
their usefulness and credibility, all

countries across the globe should want to
implement worldwide standards in their
statistics. (...)

Finally, perhaps the most important lesson
of all, the independence of statistical
institutes is key to the quality and integrity
of the underlying statistics. Recent
incidents involving government finance
statistics have demonstrated this very

clearly. The compilation and reporting of
statistics must not be vulnerable to

political and electoral cycles. (...)

Despite the significant achievements and
the good quality of euro area statistics m
general, further improvements and
enhancements are planned. (...) Important
items on this agenda are: a full system of
euro area quarterly accounts for each
institutional sector, more comprehensive
statistics for the monitoring and analysis ol
financial stability, the further development
of external statistics, promoting the
compilation of Principal European
Economic Indicators, including the

application of the first-for-Europe
principle, and an increasing focus on the

various quality dimensions of European
statistics. (...)

The analytical framework

Statistics, as well as additional information

such as synthetic indicators, model
forecasts and anecdotal evidence, provide
economic analysts with the raw material to
derive a consistent and timely judgment
about the true prevailing economic
circumstances and the position of the
economy in its business cycle. At the same
time, just as a good meal not only requires
high-quality ingredients but also an
excellent cook and recipe, high-quality
monetary policy analysis also requires
excellent staff and an appropriate analytical
framework. The importance of the latter
can hardly be overstated. While central
bankers around the world are "data fiends"

in their heroic attempts to minimise errors
of inference and to make robust decisions

amidst uncertainty about the true structure
of the economy, the availability of a vast
wealth of raw data from diverse sources

may mean that policymakers become
constantly bombarded by conflicting
signals.

It is against this background that the ECB
decided to adopt an analytical framework
within which all possible sources ol
information - statistical as well as

judgemental - can be brought together in
a coherent fashion, while at the same time

allowing for alternative and diverse models
and perspectives of the workings of the
economy. In our view; this framework
enables a wealth of information to be

digested routinely without compromising
the ultimate objective: to maintain a clear
sense of direction.

In order to give a structure to the
diverse sources of information, a

structure that is consistent with out-

view of the monetary policy
transmission mechanism, we have

organised our analytical framework into
two "pillars". These consist of two
complementary perspectives on the
determination of price developments.
One perspective, which we refer to as
the "economic analysis", is grounded on
the belief that price developments over
the short to medium term are largely
influenced by the interplay ol supply

and demand in the goods, sen-ices and
factor markets. (...)

The ECB and the national central banks

use a variety of models for macroeconomic
analysis and forecasting. (...) While the
information synthesised from various
indicators serves as an important input
into the decision-making process, the
Governing Council of the ECB does not
take decisions only on the basis ol
projections. (...) In the end, monetary-
policy requires judgement on the part ol
the policymaker to assess not only the
plausibility of all possible scenarios, but
also the nature of the shocks and the best

policy reaction in order to deal with this
uncertain environment. (...)

In order not to lose sight ol the low

frequency developments that may
influence inflation over longer horizons
than are used in the forecasts, the ECB has

reinforced its analytical framework with a
monetary perspective. This "pillar" looks
at price formation from a medium to long-
term standpoint and is intended to purge

monetary policy from the risk of becoming
unduly short-sighted and overreacting to
the latest economic news. By constantly
reminding the central bank that in the

long run, prices and money stock
increases are correlated, the monetary

pillar is a standing support to the ECB's
commitment to price stability at all
horizons that are relevant for economic-

decisions. (...)

The European Central Bank has played a
leading role in the general trend towards
greater transparency and openness. It has,
in fact, set standards of transparency in the

practice of monetary policy. The ECB was
the first major central bank to display its

diagnosis immediately after its decisions
and to hold regular press conferences after
each of its monetary policy meetings. It is
still the only one that does so. (...)

This extract is from Mr Trichet's speech to the
OECD World Forum on Statistics. A full nine-page
version can be downloaded al www.ecb.inl/press

under "speeches and interviews", as well as at
www.oecd.org/oecdworldforum and will be
published shortly in our conference proceedings.
lor more information on the ECR, visit

www.ecb.int.
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Keeping score
Key indicators, accountability and progress
David M. Walker, Comptroller General of the United States

Maximising national

progress and strengthening
accountability in the 21st
century will require both
reflection and action. To

begin and sustain this
process, we will need to

answer and continually
improve our answers to

several basic questions.

At the most basic level, are we as

individuals and public servants doing
what we can to maximize our

contributions to society? Would our
consciences be clear tonight if we knew we
were going to be held to account for our
contributions tomorrow?

Next, are our public institutions, including
government, guiding progress in a responsible
way? And are our public institutions getting
real results with the resources and authorities

they have been given, and are they able to
prove the progress they claim?

At the same time, are our nations doing
everything they can to fight corruption and
make the best possible use of their resources?
Are policymakers pursuing worthwhile public
policy goals in a way that avoids shifting an
unfair burden of debt onto our children and

grandchildren?

Finally and more broadly, how can the many
societies, races and religions that share this
planet work together to pursue a greater good
that benefits all mankind? In a world that grows
smaller every day, it seems to me that every
human being - whether it's a factory worker in
China, a banker in Brazil, a farmer in France, or

an auditor in America - is increasingly linked
by issues of mutual concern.

GAO is sometimes called the

"investigative arm of congress" or
the "congressional watchdog". We
try to make government work
better for atl Americans.

As comptroller general of the United States,
I head the Government Accountability Office,
more commonly known as "GAO." GAO is an
independent agency in the legislative branch.
Among other things, we're essentially the
supreme audit institution for the US

government.

GAO is sometimes called the "investigative ami
of congress" or the "congressional watchdog"
because GAO helps congress oversee the rest

David M. Walker

of the US federal government. For more than
80 years, GAO has worked to fight corruption,
speak truth to power, and promote
transparency in how government does
business. Simply stated, we try to make
government work better for all Americans. To

this end, GAO provides congress with
oversight of agency operations, insight into
ways to improve government services, and

foresight about future and emerging challenges
facing our nations and our citizens.

Most GAO reports go beyond the question of
whether federal money is being spent
appropriately to ask whether federal programs
and policies are meeting their objectives and
the needs of society. GAO's work is done
primarily at the request of congressional
committees or is mandated by public laws. But
we also undertake our own audits, research

and investigations into issues that we think
deserve greater attention and public debate.
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For example, we have been keeping a close eye
on the US government's worsening financial
condition and fiscal imbalance and a range of
other challenges, from healthcare to homeland
secunty to human capital.

The scope of GAO's work today involves
virtually everything the US government is
doing or thinking about doing anywhere in the
world. You might be surprised to know that
GAO analysts have been in Iraq recently,
looking at everything from military logistics to
contracting costs to the UN's oil-for-food
program.

At GAO, our independence is crucial. After all,
how can a supreme audit institution be
effective without an appropriate degree of
independence? To begin with, GAO's location
in the legislative branch gives us some distance
from the executive branch agencies that we
audit and oversee. On top of that, as

comptroller general, I serve a 15-year term,
which gives the agency a continuity of
leadership that is rare in the US government.
The comptroller general can be removed from
office only by impeachment, and then only for
very specific reasons. This job security allows
the comptroller general and GAO to take a
long-term view and to bring attention to a
range of complex, and sometimes
controversial, issues.

GAO is in the knowledge and information
business, so we are very familiar with the
subject of national indicators. GAO reports
have credibility because the information they
contain is professional, objective, fact-based,
nonpartisan, non-ideological, fair and
balanced. (. . .) These core values

- accountability, integrity, and reliability -
supplement the professional standards we
follow and represent a higher calling.

Although every nation has its own approach to
ensuring accountability at various levels,
including government, (...) a set of meaningful
and reliable key national indicators can be
indispensable to that effort.

Timely, useful and reliable information is the
single most powerful tool we have to assess
progress and strengthen accountability.
Supreme audit institutions have a special role
to play in developing this information. (. . .)
Frankly, how a nation keeps score counts.
Keeping score is the only way to maximise

Political leaders, the press and

the public throughout the world

have a vital interest in seeing that

key indicator systems are

adopted... the United States still

lacks a key indicator system at
the national level. But change is

on the way.

performance and ensure accountability. Facing
facts is essential. If a nation doesn't keep score,
how will it know what it is trying to achieve? If
a nation doesn't keep score, how will it know-
how it's doing? If a nation doesn't keep score,
how can it find the best solutions and get the
best results with limited resources?

From a broader perspective, keeping a nation
informed is essential to any culture that values
accountability and progress. Honest and
transparent reporting also helps to build public
trust and confidence both in government and
all sectors of society

This bedrock principle of informing a nation
and its citizens is nothing new. It's a matter of
common sense that has been around for

centuries. But as we enter a period of new-
national and global challenges, the need for an
informed citizenry has acquired a renewed
importance and meaning.

Today, infonnation is collected and shared at
the speed of light. Through the Internet,
massive amounts of data arc now available to

anyone, anywhere, anytime. But this
infonnation is often fragmented, provided by
multiple sources with wide variations in
quality, scalability and comparability.

Key national indicators can help us to
better understand which programs,

policies and functions are
working and
which are not.

When seen in

the aggregate
and as part of a
broader

portfolio, key
national indicators

can provide a fuller

and fairer view of how well a nation is doing
and how its political leaders are planning for
the future. Such information can educate

policymakers and the public about the
appropriateness, affordabiltty and sustainability
of a nation's fiscal path. Key national indicators
can also help elected officials make tough but
necessary policy choices.

There's simply no substitute for understanding
the big picture - that is, the position and
progress of a nation as a whole. The challenge
and the opportunity before us are to build
sophisticated information resources and key
indicator systems that yield vital insights that
transcend specific economic sectors, public
and private institutions, and national borders.

There are many areas in which the stakes are
high and better knowledge is needed. In the
case of the United States, these areas include

ensuring fiscal sustainability, enhancing
homeland security, stimulating economic
growth, creating fulfilling jobs, improving
education and innovation, delivering quality
and affordable health care, strengthening
competitiveness, protecting the environment,
and promoting quality of life.

With access to solid facts and results-based

information, we increase our chances of

developing well-framed questions, conducting
appropriate analyses, making good decisions,
arriving at effective solutions, and creating
accountablity for results. In my view, political
leaders, the press and the public throughout
the world have a vital interest in seeing that

key indicator systems are adopted.

Key indicator systems are already in place in
several sectors in the United Stales and in

other countries. Despite this progress, the
United States still lacks a key
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indicator system at the national level. As a
result, in some areas we're flying blind, like
an airplane pilot without an instrument
panel. This must change if we expect to
maximise government's performance and
ensure its accountability.

But change does seem to be on the way.
The US key national indicators initiative is
moving ahead. Also, during the past two
years, GAO has been working with the US
congress, executive branch agencies and
prominent professional groups, such as our
national academies, to study the key
indicator systems of selected cities, regions,
stales, nations, and supranational
institutions. (...)

The report is called "Informing Our
Nation: Improving How to Understand and
Assess the USA's Position and Progress."
Yesterday, we issued this report to the US
congress and posted it publicly on the
Internet. (...)

In the future, we will not only need to
work to overcome geopolitical divisions
but also three dominant and often

competing professional cultures. The first
is the scientific culture, in which the

dominant value is knowledge. The second
is the political culture, in which the
dominant value is power. The third is the
policy and strategy culture, m which the
dominant value is problem solving. If we
are to successfully bridge these three
cultures, we will need to build common

ground based on shared values like

accountability.

By adopting key national indicator systems,
we will be able to generate quality
information that can help individuals,
institutions and nations accelerate progress
and make better choices when it comes to

their futures. We will also create

knowledge that both informs and
constrains the exercise of power and
ensures that no one is above the law and

everyone is accountable for results. (...)

This is an extract from Mr Walker's speech to the OECD
World Forum on Key Indicators, Palermo, November
2004. The full version can be downloaded at

www.oecd.org/oecdworldfomm.

Visit the Government Accountability Office website at

www.gao.gov.

Is GDP a satisfactory
measure of growth?

If ever there was a

controversial icon from the

statistics world, GDP is it.

It measures income, but

not equality, it measures
growth, but not
destruction, and it ignores
values like social cohesion

and the environment. Yet,

governments, businesses
and probably most people
swear by it. According to
François Lequillcr*, head of
national accounts at the

OECD, part of the problem
is that perhaps we expect
too much from this trusty,
though misunderstood,
indicator. He explains.

I
s GDP a satisfactory measure of
growth?

François Lequiller: If by growth you
mean the expansion of output of goods
and services, then GDP or preferably real
GDP - which measures growth without
the effects of inflation - is perfectly
satisfactory. It has been built for this
purpose. The letter P stands for
"Product", the result of production. Gross
Domestic Product is defined as the sum

of all goods and services produced in a
country over time, without double

counting products used in other output.
It is a comprehensive measure, covering
the production of consumer goods and
services, even government services, and
investment goods.

In this single number, you get an idea of
whether the economy is expanding or
contracting. Paul Samuelson, Nobel

Faureate and author ol many textbook
references, once described GDP as "truly
among the great inventions of the 20th

century, a beacon that helps policymakers
steer the economy toward key economic
objectives".

But, the public is so used to GDP that we
sometimes forget how hard it is to
accurately sum all of the goods and
services produced in a country together,
from bricks and tableware to banking
and software. First of all, to make such

aggregating possible, you need to define
what production is and what it is not.
Our conventions may sometimes look
arbitrary, such as when we exclude the
output of domestic work that is carried
out in the home. We do not consider, for

example, that taking care of one's own
children is production, whereas we do
when a hired nanny does the same work.

Then, you need good statistics, which are
not always easy to gather. For example,
there are, by definition, hardly any
statistics available on the underground
economy. Third, we need a sophisticated
system that can add it all together, from
the number of new cars and haircuts, to

the volume of teaching, etc. In GDP, each
component is given the weight of its
relative price. In market economies, this
works because prices reflect both the
marginal cost for the producer and the
marginal utility for the consumer: people
sell at a price that other people are
willing to pay. But the contribution to
welfare of the output of government
services, m particular public education
and health, which by definition have no
market prices, is difficult to measure,
despite their importance in our
economies.
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How might GDP be expanded, for
instance, to capture wellbeing?

First, it is inaccurate to say that GDP does
not capture wellbeing. It captures at least the
wellbeing that results from the production of
goods and services. Indeed, when
statisticians quantify the goods and services
produced, they take into account their utility
to the consumer. Nevertheless, it is true that

there are other dimensions to wellbeing
which GDP misses. And it is often said,

sometimes cynically, that GDP increases
when there are car accidents, or that while

the terrible destruction of the recent tsunami

in Asia undermined GDP by wiping out
communities and their economic activities, it

would at the same time lead to a boost in

GDP, thanks to rebuilding, new investment
and so on! However, this should not be held

as a criticism of GDP, which is simply a

measure of production.

If you want a number which will capture the
negative effects of accidents on wealth, use
the national accounts system, which
contains many different aggregates, of which
GDP is only one. It provides a general
measure of the stock of national assets: the

nation's "balance sheet", so to speak. The
trouble is, few countries compile one.

On the other hand, neither GDP nor this
balance sheet takes account of

environmental degradation, insecurity or
inequality. The main obstacle to overcome in
deriving a single measure for all these
dimensions is finding a convincing proxy
price - or imputed price - for each and
every component, on top of goods and
services. Without such imputed prices, it is
impossible to combine the various indicators
that contribute to our wellbeing. The UN

Human Development Indicator is a good
attempt, and academics, such as William
Nordhaus or Andrew Sharpe, have come up

with some interesting possibilities. However,
many statisticians, including me, are wary of
adding too many imputations that could end
up weakening the GDP indicator. We prefer
instead to produce a suite of indicators.

An example is the Australian Bureau of
Statistics' publication, Measuring Australia's
Progress, whose indicators cover health,
education, environment, enme and social

attachment. The OECD's new publication,

OECD Factbook 2005 is essentially in the
same mould, and allows the user to assess

how countries are performing on several
fronts. In addition, international

organisations, like the OECD, have
developed systems to account for the
environment, such as the System ol
Economic Environmental Accounts (SEEA),

but these are in addition to GDP, and are not

incorporated within it. GDP is a beacon, but
it is not the only one.

So GDP is here to stay?

The times of major change, such as the one
to include non-market production in GDP
some 30 years ago, have passed, so do not
expect any radical upheavals. Nevertheless,
we are trying to strengthen GDP as an
indicator. Statisticians at the OECD and

around the world are currently discussing
new reforms to the current system ol
national accounts, which should enter into
force in 2008. One such reform now under

consideration is how to recognise spending
on research and development as investment,

since at present, in business as in national
accounting, these expenditures are seen as
being consumed immediately, and so do not
contribute to market GDP or to the stock of

assets. If the reform goes ahead, their true
contribution over time would be counted,

which is intellectually more satisfying.
Counting R&D in this way would raise the
absolute level of GDP for OECD countries

by around 2%, depending on the level of
research and development expenditures in
each country. While this would be a
significant reform, it still depends on getting
good quality data. Without them, the
beacon of GDP would become dimmer, and

we certainly do not want that to happen.

*Mr Fequiller heads the National Accounts
work at the OECD, and is a former chief ol

national accounts at the National Institute for

Statistics and Economic Studies (INSEE).
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GDP and GNI

Ranking country performance is an
interesting and useful exercise, but it
can be misleading, in part because of
what the indicators do not show.

GDP is a perfect example of the
muddle that reading league
tables can cause. This is a

relatively straightforward measure of
output and gives an idea of how well-off
a country is, compared with
competitors and past performance. But
it has to be handled carefully.

Take Luxembourg's GDP per head. It
has been at the top of the OECD
rankings for several years now, well
ahead of other countries, including the
US. To explain the large lead,
statisticians point to the 90,000-strong
labour force commuting across the
border everyday from Germany, France,
Belgium and the Netherlands, often to
work in lucrative financial services.

These workers are not counted as part
of Luxembourg's population of 450,000.
If they were added to this number, then

GDP per head
PPPs, current USS, 2003

GNI per head
PPPs, current US$, 2003
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overall GDP per head would be smaller,
though still among the highest in the
OECD.

For comparing income between

countries, purchasing power differences
must be taken into account. After all, as

anyone that travels knows, $100 in one
country can go a lot further than the

same $100 in another. Consider Japan's
GDP per head, which in current market

dollars at normal exchange rates lies
comfortably inside the top ten in the
OECD area. But when purchasing
power parities (PPP) are applied, Japan's
GDP per head slides back to 16th.

Ireland is another country where GDP
has to be read with care. Ireland's

position has risen up the GDP per head
rankings since 1999, and is now in the
top five countries in the OECD. This

remarkable transformation has been put
down to a mix of factors, of which

inward investment in high value-added

businesses is one. But docs GDP per
head accurately rellects Ireland's actual
wealth, since all that inward investment

(and foreign labour) generates profits
and other revenues, some of which

inevitably Hows back to the countries of
origin?

Another measure, Gross National

Income, accounts for these flows in and

out ol the country. For many countries,
the Hows tend to balance out, leaving
little difference between GDP and GNI.

But not so for Ireland, as outflows of

profits and income, largely from global
business giants located there, often
exceed income flows back into the

country. This means that in a GNI

ranking, rather than being in the lop
five, Ireland drops to 17th. In other
words, while Ireland produces a lot of
income per inhabitant. Ci N I shows that

Jess ol it stays in the country than GDP
might suggest. Japan's GNI rank, in
contrast, is a little higher than it is for
GDP, at 13th, reflecting the effect of
strong net financial inflows from firms
and workers based abroad.
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Ireland remains one of the OECD's

fastest growing economies, and this
shows in a sharp rise in real income
since the mid-1990s. Compared with
21 OECD countries for which figures
adjusted both for inflation and

purchasing power differences are
available, Ireland's GDP per capita
swung from about 12% below average
in 1995 to 22% above the average in
2003. GNI per capita moved from
about 20% below average of the same
21 countries in 1995 to a less

pronounced 4% above average, which
is still quite a leap.

Of course, the statistical value of

ranking can be diminished if, as in
these graphs, several countries are
bunched together. While ranking can
help gauge performance, the choice

ol benchmark and its meaning must
be clear. RJC
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The trouble with targets
Simon Briscoe, Statistics Editor, Financial Times

Performance indicators may

be useful, but despite their
appeal, setting targets can
be tricky, as well as
deceptive.

Targets were given a kick-start and
increased political importance by
the new Labour government in

1997, with its election pledges on jobs and
hospital waiting lists, and became especially
important in 1998 following the first
comprehensive spending review and the
original publication of Public Service

Agreement (PSAs). Both the 2004 budget
and spending review emphasised the
government's continued enthusiasm for
them. (...)

Despite the general support for the
government's use of targets many people
have serious reservations about their

operation in practice. There are allegations
of cheating, perverse consequences and
distortions in pursuit of targets, along with
unfair pressure on professionals. League
tables and ranking lists are often seen as
untrustworthy and misleading. The increase
in accountability and transparency which
targets in theory bring, and should be
invaluable, has been marred by insufficient

heed being given to the risks of over-
interpretation in the presence of large, often
inadequately reported uncertainty.
As the Royal Statistical Society said, "Good
performance monitoring is productive for
all concerned but done badly, it can be very

costly, ineffective, harmful and destructive."
A subsequent report from the RSS offered
practical solutions for resolving critical
issues in target setting and in the design,
analysis and reporting of performance
indicators, against which current and future
performance monitoring of the public
services could be judged. (...)

Targets can be of different types and
importance. The most important group
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are public service agreements made
between the treasury and government
departments. But beyond that there are
targets announced by the prime
minister, other ministers or heads of

non-departmental bodies, those
included in white papers and other
reports, those set by Labour in
opposition or at party conferences or
other political events. The government
said in March 1999 that it had set 350

policy targets and 175 efficiency targets.
(...) The number of targets has since
been cut.

The Public Administration Committee

made a number of recommendations in

its 2003 report, including ensuring
greater local autonomy to construct
more meaningful and relevant targets,
making sure they are as few as possible
and focus on key outcomes, widening
the targets consultation process to
involve professionals and service users,

and reforming the way in which targets
are set to move away from the simplistic
hit-or-miss approach. The committee
also called lor common reporting
standards on targets and an
independent assessment by the National
Audit Office of whether and how far

targets have been met. These hopes,
along with the committee's desire to see
a more mature political debate about
the measurement culture based on a

better understanding of targets as tools
to improve performance, has yet to be
fulfilled.

There are a number of ladings.

A lack of clarity about what the
government is trying to achieve and
risks to equity: There is no guarantee
that a reliance on national targets will
promote greater equity. A national target
can be met m more than one way and
some of them promote greater equity
than others. For example, a
10% improvement in services can be

achieved if all providers improve
equally. It can also be achieved if some

units do disproportionately well while
others fail. If top performers improve
most, the gap in the available service
quality will widen between citizens in
different parts of the country.

Even if the government is
achieving the majority of its
targets, that does not mean that

results are also being delivered.

Failure to provide a clear sense of

direction and a clear message to staff:
Targets can never be substitutes for a

proper and clearly expressed strategy and
set of priorities - they can be good
servants but are poor masters. Targets
should drop out of the business plan and
not the other way round. Local people
need to feel the centrally imposed targets
reflect sensible aspirations if they are not
to be counterproductive. Professionals
need to feel ownership of the targets -
they have often expressed concern that
targets fail to take account of their
special expertise and judgment. (...)

Failure to focus on delivering results:
Even if the government is achieving the
majority of the PSA targets it has set
itself, that does not mean that results are

also being delivered. There are
documented cases where the

measurement ceases to be a means to an

end and becomes the end in itself- more

effort is being directed into ensuring that
the figures produced have hit the targets
than to improving services. (...)

Another danger with the measurement
culture is that excessive attention is given
to what can easily be measured at the
expense of what is difficult or impossible
to measure quantitatively even though
this may be fundamental to the service
provided. The quality of patient care or
the time devoted by a teacher to a
difficult child's needs is not easily
measured. (...)

League tables and other simplistic
measures: There is also a danger that
any achievement short of 100% success

is classified as failure. Simplistic
approaches of this kind, with political
and media charges about failure to fully
meet the targets, can be profoundly

demoralising to schools, teachers, police
officers and hospital staff who have
worked hard to achieve progress in the
face of local difficulties. Crude league
tables and star ratings can be particularly
misleading and demotivating, as they
tend to make everybody except the
"league champions" look and feel like
failures. (...)

The measurement culture adapts:
There is no doubt that the management
culture has been adapting fast during the
1990s and is continuing to adapt. The
number of PSAs has been reduced since

they were first introduced in 1998 and

an increasing number of targets are now
outcome or output related. (...)The

publication of the pan-government
FABRIC report in 200 1 provides

guidance to government departments on
setting targets. The report stressed the
importance of reliable data and
recommended the use of National

Statistics where appropriate. (...)

Beyond this extract, Mr Briscoe goes on to
recommend how politicians and statisticans

could improve the practice of targeting, covering
areas such as moving targets, leaking and
spinning, and getting the data right. To read
these recommendations and the rest of Mr

Briscoe's 12-page speech, please download al

www. oecd . org/oecdworld I orum .
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Measures of Australia's Progress
Key economic, social and environment indicators
Dennis Trewin and Jon Hall, Australian Bureau of Statistics

Measuring a nation's progress

- providing information about
whether life is getting better -
is one of the most important
tasks that a national statistical

agency can take on. For
almost 100 years, the
Australian Bureau of Statistics

has been measuring
Australia's progress through
the multitude of statistics we

publish relating to Australia's
economy, society and
environment. However, for

the most part, our statistical
publications have tended to
focus on each of these three

broad areas in isolation.

To address this issue and to

contribute factual information to the

discussion on progress, the
Australian Bureau of Statistics (ABS) has

produced two volumes of Measures of
Australia's Progress (MAP), the most recent
in April 2004. It plans to update the
publication on an annual basis. (...)

Key indicators: In our application of the
suite of indicators approach, key aspects of
progress are set out side-by-side and the
links between them discussed; readers

make their own evaluations of whether the

indicators together imply that Australia is
on balance progressing and at what rate.
The approach makes no overall assessment
about whether the array of statistical
indicators presented implies that life is
getting better or worse. Instead, the suite of

Australia's road MAP

Dimension Headline progress indicator

Health

Education and Training

Wotk

National Income

Financial Hardship

National Wealth

Housing

Productivity

The Natural Landscape

The Human Environment

Oceans and Estuaries

International

Environmental Concerns

Family, Community and

Social Cohesion

Crime

Governance, Democracy

Life expectancy at birth

People aged 25-64 with a vocational or higher education qualification

Unemployment rate

Real net disposable income per capita

Average real equalised average weekly disposable income of households in the second and third

deciles of the income distribution

Real national net worth per capita

No headline indicator (but a data based discussion of housing)

Multifactor productivity

Threatened birds and animals; annual area of land cleared; salinity, assets at risk in areas

affected by salinity; proportion of water management areas where use exceeded 70% of

sustainable yield

Fine particle concentrations, days health standards exceeded

No headline indicator but several supplementary indicators are discussed

Net greenhouse gas emissions

No headline indicator but a range of supplementary indicators are discussed

Victims of personal and household crimes

No headline indicator but a range of supplementary indicators are discussed

Source: ABS, www.oecd.org/oecdworldforum

indicators leaves each individual

reader to apply their own values and
preferences to the evidence, and to
arrive at their own overall assessment

ol national progress. (...)

The publication comprises an essay
describing the ABS approach and why it
chose the suite of indicators rather than

alternatives. The essay also describes the
process for choosing the dimensions of
progress and the criteria for selecting
representative indicators of progress. The
publication then outlines a framework for
measuring progress.

Environmental progress equates to a
reduction of threats to the environment and

improvements in the health of our
ecosystems. Economic progress equates to

enhancing the nation's income (broadly
Australians' real per capita levels ol
consumption) while at least maintaining
(or possibly enhancing) the national wealth
that will support future consumption.

Social progress equates to increases in the
wellbeing of the population; a reduction of
threats to, and increases in social cohesion;

and protection and enhancement of
democratic rights.

It then goes on to describe the most
important dimensions of progress within
each of these domains. Health is an

example: "Health: An indicator describing
how long Australians live while
simultaneously taking into account the full
burden of illness and disability, would be a
desirable summary measure of progress.
But although such indicators have been
developed they are not available as a time
series. Life expectancy at birth is one of the
most widely used indicators of population
health. It focuses on length of life rather
than its quality, but it usefully summarises
the health of the population." (...)

Measuring progress meant considering
whether things were moving in the right
direction or not. ft did not require us to
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Most would agree that a

reduction in greenhouse

emissions represents progress.
But it would be much harder to

reach agreement about whether
the reduced level of emissions

was sustainable.

announce whether a certain level or pattern
of activity is sustainable. This is a far more
difficult question. The ABS did not feel
confident about pronouncing on
sustainable development when there is little
consensus among experts about the term,
other than very generally. Consider, for
instance, greenhouse emissions. Most
would agree that, other things equal, a
reduction in greenhouse emissions
represents progress. But, because of the

uncertainties around global warming, it
would be much harder to reach agreement
about whether the reduced level of

emissions was sustainable over the longer
term .

Second, a locus on progress allowed us to
give more prominence to the health of the
economy and environment than would

usually be covered in a project focused on
wellbeing or quality of life. It is unlikely
that a discussion about wellbeing (used in
its traditional sense) would cover economic

indicators of productivity or
competitiveness for example. (...)

Even with the benefit of hindsight, we were
pleased with how we developed the
project. Nevertheless, there were important
lessons learned:

Maintaining objectivity is critical as is
presenting the report as an assessment of

progress in Australia rather than as a

review ol government performance. (...)
Widespread consultation is necessary -
not just with government agencies. (...)
Balance is essential. (...) Transparency is
clearly important.
It is best to treat the first publication as
experimental and deliberately seek
comments. Get it out rather quickly
rather than trying to produce the perfect
publication. (...)

Listen to your critics even though you
may differ from their points of view. Try
to react to the criticisms. (...)

Develop a media strategy.

References

ABS (2004), Measures ofAustralia's Progress,
catalogue number ] 370.0, Australian Bureau of
Statistics, Canberra.

See more references and download the full

speech at www.oecd.org/oecdworldforum.

A people's MAP
The Australian Bureau of Statistics

(ABS) began work on the MAP project
m early 2000, with the first issue of the

publication released in April 2002.
Most of 2000 and 200 1 was spent
developing and discussing thinking
around progress and its measurement -
rather than preparing the actual
document per se. The publication itself
took about six months to write, peer
review and publish. The consultation

around its development took nearly
two years. (...)

The ABS is fortunate in having
comprehensive links with civil society.
The Bureau has a systematic programme
for consulting users of statistics.
Through this programme, hundreds of
government agencies, academic
researchers, businesses and business

councils, community organisations and
individual Australians have told the ABS

what they think it is important that it
measures. (. . .) The final choice of

indicators was made by the ABS after
taking account of the full spectrum of

views.

The ABS invited a small group ol
external advisors to sit on an "expert
reference group" to inform MAP's
development and provide a sounding
board for ABS ideas. This group
comprised several academics, a scientist

and the heads of two prominent civil
society organisations: the Australian
Council of Social Services (ACOSS) and
the Australia Institute.

Collectively, their diverse backgrounds
helped ensure that the ABS view of
progress was palatable to a broad cross-
section of Australia. And, almost as

important as the advice they provided,
their involvement in the process of
developing MAP helped to ensure that
they supported the final publication.

There was, however, at least one

weakness to the ABS approach that on
reflection might have been avoided. It
involves the importance of perception:
perception around the role of, and

perceived bias in the expert group, even

though the ABS head made the final
choices on dimensions and indicators.

Some dimensions of progress attract
more debate than others. There is, for

example, a good deal of discussion
about what changes in the distribution

of income mean vis-à-vis progress. Some
people equate a move to a more equal
distribution of income with progress.
Others feel that progress is achieved if
people are earning more on average,
even if the distribution of income

widens. It is important that those
designing an indicator initiative are
aware of these areas of potential
controversy and make a special effort to
consult with people of all persuasions.

This extract is from a paper by Jon Hall, Chris
Carswell and René Jones from the ABS, and David

Yencken from the University of Melbourne. The full
9,000-word presentation and references,

"Collaborating with civil society: reflections from
Australia", provides a range of insights on civil society
consultations, focusing on three initiatives: MAP,

Tasmania Together, and Growing Victoria Together.
Available at ww.oecd.org/oecdworldforum.
The views in this paper are those of the authors.
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Quality data
The new OECD statistical information system
Lee Samuelson, OECD Information Technology and Network Services,
and Lars Thygesen, OECD Statistics Directorate

While the importance of
quality data cannot be
overestimated, quite often it
is the handling and
interpretation of the data by
both users and suppliers
that cause the real problems.
The OECD is taking action
to correct this by launching
a new statistical information

system.

Ironically in todays information world,
getting hold of proper data is not as easy
as it should be. There may be several

sources to choose from, in international

organisations, government and companies.
Too often, though, they generate
inconsistent information, even for

straightforward numbers like GDP growth.
The Internet is awash with suppliers, and
though it is the tried and trusted sources
that researchers and policymakers turn to
(and indeed pay for), no database can be
taken for granted.

Even at the OECD, the quality and
reliability of our data depend on handling
and processing information that flows in
and out of the organisation every day from
around the world. Statisticians are not mere

number librarians, but have a central role

to play in ensuring that the entire process,
from conception to dissemination, is robust
and reliable, both for themselves and their

clients.

Maintaining quality data in the face of
heavy demands is an enormous challenge.
There is defining and gathering the
statistics; ensuring relevance, veracity and

comparability; providing the right

metadata such as definitions, sources and

caveats; and then disseminating and
updating, all in a fast-moving technological
environment.

Information technology has naturally been
a tremendous boon to this work. The

OECD is taking advantage of the
opportunities it presents, and a number of

software tools for management and
exchange of statistical information are
being developed. For example, the OECD
and UN Statistics Division have a shared

responsibility for collection of annual
foreign trade data, and when a new system
goes into service in 2005, data will
periodically be replicated from one site to
the other, creating a consistent annual
foreign trade database for both
organisations.

The OECD's latest venture is even more

impressive: a state-of-the-art statistical
information system is now being rolled out,
with the aim of improving the efficiency of
data collection and eliminating errors and
inconsistencies in statistical outputs.
Moreover, the new system will shorten
publishing cycles, and should make it
easier to locate and retrieve our statistical

products online.

The architecture of the new statistical

information system consists of three layers:
a production layer for collection,

validation, processing and management of
statistical data and related metadata; a

storage layer where validated statistics and

related metadata are placed; and a
dissemination layer for generating
statistical publications and interactive
electronic products. The three layers are
supported by a workflow system that
automates statistical and publication
processes wherever possible, and tracks the
steps involved.

The design makes innovative use of new
information technology standards, such as
Web Services (which enable applications
running on diverse computer platforms to
communicate with each other) and XML

(extensible Markup Language, which
facilitates the interchange of data among
various applications). The use of these
standards permits a "loose coupling" of
components of the statistical information
system. So if, for example, it was decided
to redevelop the central data warehouse
(OECD. Stat) in the middle of the system
because of a change in the underlying
database software, it would be possible to
do this without having to change either the
tools for preparing validated data for the
data warehouse, or the tools used for

publishing validated data from the
warehouse. Furthermore, the use of Web

Services and XML means the statistical

information system is fully prepared for
global data sharing initiatives, such as
Statistical Data and Metadata exchange
(SDMX).

OECD. Stat is the central repository or
"intelligence warehouse" where validated
statistical data and metadata are stored. The

OECD. Stat warehouse has been designed
to preserve the decentralised nature of
OECD directorates' statistical activities,

while making their data and metadata part
of a coherent corporate system. It will in
due course become the sole coherent

source of statistical data and related

metadata for the organisations statistical
publications, whether in print or electronic
form.

SlatWorks is a tool for managing the
organisations production databases, with
functions including data collection,
transformation, processing (e.g. aggregation),
validation, and ultimately export of validated
data to the OECD. Stat warehouse for
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dissemination. By providing a standard
hosting environment for managing
production databases, StatWorks is
progressively replacing a multiplicity of
software platforms presently in service.
The validation process is one of the most
important features of StatWorks, while its
common toolset helps reduce training and
support requirements.

MetaStore is the OECD's corporate
metadata facility, and is designed to
improve the efficiency of metadata
preparation, storage, access, management

and incorporation with the OECD's
statistical products.
MetaStore is

designed to
overcome

problems of
fragmented
metadata

located in

numerous

production
databases. The

implementation
of MetaStore

provides a
common

environment for

managing this metadata,
helping ensure coherence of
definitions, eliminating
duplication and resolving
inconsistencies. Like OECD. Stat,

MetaStore can accommodate any
kind of metadata related to any
level of detail of the

corresponding statistics, such as
recent updates, methodology,
seasonal adjustments, or breaks
in series.

Of course, the OECD is also a major
publisher of statistical information,
which is where PubStat comes in.

Technology can be used to gather the
statistical data and metadata for a

publication, and dispatch it to
different uses, whether print
or online. And by limiting
the risk of human

intervention along the way,
the margin of error is
narrowed. PubStat reduces

time-to-publish, not least

because it reduces the time that

statisticians spend dealing with
dissemination and formatting issues. It
provides the database manager with an
interface for managing content and for
generating an output file, combining
statistical data and metadata with

contemporary, eye-catching publication
layout instructions. It is a veritable
publishing robot.

This all sounds ideal, il you can find the
data. But as everyone knows, locating
statistics of interest can be a real challenge
for users not already familiar with the
structures of the parent production

databases. That is why a
state-of-the-art

presentation tool
("browser") and

new interface

are being

A state-of-the-art statistical

information system is now being
rolled out, with the aim of

improving the efficiency of data
collection and eliminating errors
and inconsistencies in statistical

outputs.

developed for access to the OECD.Stat
warehouse. The new browser will not only
be easier to use, but also incorporate
advanced search features and allow multiple
combinations of data, such as combining
environmental indicators with statistics on

economic growth.

Putting it all together has been a
challenge, and the new statistical
information system has been

developed following the best
professional practices and

according to well-
established

IT standards.

Each

component is

thoroughly
tested before

being put in
service. The

OECD intends to share its

software developments, such as
StatWorks and MetaStore and

their design principles, with
national and international

organisations worldwide, particularly
where management of decentralised
statistical activities is involved. Indeed,

sharing arrangements are already under
way with FAO, ILO, UNCTAD and

UNESCO. Such co-operation will not only
minimise duplication of effort, but also, in
the spirit of "open source" software,
generate feedback so the system can

continue to be improved for the benefit
of all.

References

For more on metadata, visit

http://dublincore.org/.

See also

www.oecd.org/statistics/qualityframework.
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Indispensable
instruments

Diego Cammarata,
Mayor of Palermo

Diego Cammarata

Numbers, which may at
times appear to be

secondary to emotions, are
an indispensable
instrument. Thanks to our

reading of numbers and
data, we can more clearly
understand the problems
afflicting communities and
act with rigour and
determination to tackle and

resolve them.

And with regard to the
object of this Forum, there
is, I think, no science that

is more deeply rooted in
interrelations than

statistics. For those who

dedicate themselves to this

science, numbers are

inseparable companions:
but the ability to connect

numbers is what gives real
value to this research and

makes its findings
indispensable in this day
and age.

No science is more

interdisciplinary than
statistics - I think everyone
will agree on that. But at
the same time, no science
can be less useful if it is not

related to the entire world

of knowledge.

Gianfranco Miccichè

1. ECB president, Jean-Claude Trichet (right), greeted by

OECD secretary-general, Donald J. Johnston
2. Key performance

3. Palermo's mayor, Diego Cammarata (right), and OECD
chief statistician, Enrico Giovannini

Raising awareness

Gianfranco Miccichè,

Deputy Minister for
Economy and Finance, Italy

I have been in

politics for a
number of

years and since
taking
responsibility in
government for

development
policies, I have
concentrated

almost

exclusively on

seeking ways of
improving the quality of life in
those areas that are still lagging
behind in development terms. In
other words, on finding ways to
boost job and infrastructure
creation, on improving the
performance of public services, on
finding the best instruments for
helping our small and medium-
sized enterprises while avoiding
wasting public money, and on
evaluating the usefulness or
otherwise of public subsidies.

Although I am neither a magician
nor a wizard, there is one thing that
I do know, and that is that I can

make mistakes, and so have a duty
to determine as rapidly as possible
whether the policies that I
implement produce improvements
or disasters. That is why I have
always been so enthusiastic about
good indicators which enable me to

know what is happening and why.

In Italy, the use of a range of
indicators to assess and monitor

territorial development has helped
to improve decision-making - or at
least raised people's awareness of
the need for economic policy
decisions to be based on a good
knowledge of what is going on.

For complete speeches at the forum, see

www.oecd.org'oecdworldforum
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Istat's

Profile

and Experience

Istat has

also been fully
involved in

technical co¬
operation with transition
and developing countries
through multilateral and
bilateral technical

assistance projects,
within the most

important Community
programmes, such as
CARDS in Albania

(Twinning project in the
field of national accounts,

agriculture statistics and
strengthening of the
National Statistical

System) and Serbia
Montenegro (building up
of a System of National
Accounts in coherence

with ESA95, structural
business statistics and

dissemination) and
PHARE in Romania

(Twinning project to
reinforce the National

Statistical System).
Moreover Istat has

carried out other

technical assistance

projects financed by the
Italian Co-operation -

Ministry of Foreign
Affairs to assist the

statistical systems of
Albania (Agricultural
Census, Population
Census), Bosnia
Herzegovina (Households
Budget Survey and Price
Statistics), Capo Verde
(Agriculture Statistics)
and Mozambique (non¬
profit sector and Non
Observed Economy).
Activities within the

European Union MED-
Stat Programme were
aimed at assisting
Southern and Eastern

Mediterranean countries

in the fields of transport,
migration statistics and
non-observed economy,
and within the European
Union TACIS Programme
to assist the National

Statistical Institutes of

the Russian Federation,

Ukraine, Moldova,
Uzbekistan, Kazakhstan

and Kyrgyzstan in the
field of Non Observed

Economy, SME and sole
proprietorship, price
statistics and service

statistics.

Established in 1926, the
Italian National Institute

of Statistics - Istat - is

the body responsible for
official statistics and the

largest producer of data in
Italy. Istat is a legal entity
under public law and has a
structure operating in full
autonomy in accordance
with the provisions of
Legislative Decree n. 322 of
1989 which entirely
restructured its functions.

The decree also established

the National Statistical

System - Sistan - assigning
to Istat a pivotal role. Istat
is therefore responsible for
planning Sistan's activities,
guiding and co-ordinating
a flexible and decentralised

structure from an

organisational and
functional point of view. The
decree also instituted the

"Commission for Protection

of Statistical Information"

to oversee the system as a
whole.

In recent years Istat's main
orientations have been to

meet more and more the

users' needs and to give the
citizen a central role both

for the production and the
use of statistica I

information. Moreover Istat's

organisational model has
been revised f ollowing a
quite long process started

in 2000 and completed in
2004. New principles of
action has also been set to

reach a greater
rationalisation and

effectiveness in integrating
research, production and
dissemination.

With regard to the European
context, Istat, as a National
Statistical Institute of a

Member State, is also largely
involved in the development
of the European Statistical
System and participates in
the harmonisation process
for the production of
Community statistics.
Furthermore Istat has

participated in many RctD
projects financed by the
European Commission
joining or leading consortia
made up by other National
Statistical Institutes,
universities and research

centres.

Within the international

statistical community, Istat
contributes to the

development of a world¬
wide comparable statistics,
participating in the main
activities of international

organisations and
institutions and providing
them with all statistical data

and indicators required.»

® relint@istat.it // www.istat.it
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Climate change
A development challenge
Kiyo Akasaka, OECD Deputy Secretary-General, and Shardul Agrawala, Environment Directorate
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The Kyoto Protocol will be
implemented in mid-
February, while the size of
the challenge presented by
climate change is becoming
more daunting than
expected. Yet, basic steps
could be taken that will not

only tackle the effects of
global warming, but
promote development as
well.

This has been a season of hope and
renewed concern for the fate of our

climate system. Five thousand
delegates from government and civil society
gathered at the Tenth Conference of the
Parties (COP 10) to the Climate Convention

in Buenos Aires shortly before Christmas,
and only weeks after Russia's ratification of
the Kyoto Protocol. That Protocol - long
suspected of being moribund - will now
enter into force in mid-February 2005. It is

a small step to curb the increase of
greenhouse gases in our atmosphere, but a
giant leap nevertheless.

Recent weeks also saw the publication of
some very disturbing findings in the Arctic-
Climate Impact Assessment report,

commissioned by the Arctic Council. The
Arctic region has experienced dramatic-
warming over the past 50 years, with
winter temperatures increasing by as much
as 3-4°C. Over the past 30 years, it has lost
almost a million square kilometres of sea
ice, an area larger than Norway, Sweden
and Denmark combined. Complete loss of
summer sea ice is projected before the end
of this century, which would make it
difficult for polar bears to survive as a
species. But this problem is not just about
polar bears. Indigenous peoples and
livelihoods are already severely affected by
rising temperatures and sea levels, as are
human settlements and economic-

infrastructure from thawing permafrost.
These serious impacts are not decades into

OECD Observer No. 246/247 December 2004-January 2005
41



RESOURCES	
Sustainable development

Ground-level action is needed to complement and strengthen the
multilateral negotiations under the Climate Change Convention
and the Kyoto Protocol.

the future - they are being felt now. And
they are being felt not just in remote islands
half-way across the world, but also in
OECD countries.

The meeting in Buenos Aires marked a
critical further step towards ensuring that
adaptation to climate change is firmly on
the agenda, and on an equal footing with
measures to reduce greenhouse gas
emissions that have occupied so much
public attention. But no tangible agreement
was reached on how and when to begin
negotiations for commitments beyond the
Kyoto Protocol, leading one disappointed
negotiator to characterise COP 1 0 as "talks
about talks about talks".

Clearly, while we need to continue the
complex and painstakingly slow process of
negotiating international commitments to
reduce greenhouse emissions, that alone
will not be enough. We also need to place
climate change and its impacts into the
mainstream ot our economic policies,
development projects, and international aid

efforts. Recent work by the OECD shows,
for example, that a very significant
percentage ol the official aid to developing
countries flows towards sectors that are

vulnerable to climate change. Yet
development aid programmes, as well as
national development and sectoral plans,
typically pay little or no attention to climate
change considerations.

How then to promote development that is
both climate-proof to anticipated impacts,
and climate-friendly in terms of helping to
reduce greenhouse gas emissions? This was
the question discussed by 150 government
delegates, experts and civil society
representatives at a Global Forum on
Sustainable Development held at the OECD
in November 2004 (see reference).

Experiences shared at this Forum showed
numerous examples of impacts already
underway in many regions of the world,
where climate change could exacerbate
existing vulnerabilities - from glacier retreat

in Nepal, Peru and Switzerland, to
anomalous heat waves in France, to sea

level rise and salt water inundation in

Kiribati, Bangladesh and the United States.

Decisions which bear upon the
vulnerability of societies to such impacts
will be made by national and local
governments, international donors, the
private sector, local communities, and
individuals - not just by international
negotiators at forums like the meeting in
Buenos Aires.

There are now also many examples of
fruitful collaboration between such groups.
In Kiribati, for instance, a major effort
involving the national government,
international donors, and local

communities is underway to mainstream
adaptation to climate change at all levels of
decision-making. In Senegal and Uruguay, it
was the collaboration between government
agencies and farmers that led to the

promotion of agricultural practices that
significantly improved the removal of
greenhouse emissions from the atmosphere
through carbon sequestration. Likewise,
policies pursued lor non-climate objectives,
such as in response to air pollution, the
choice of energy technologies, and in the
design of transportation systems, can go a
long way towards reducing greenhouse
emissions.

The dialogue between the climate change
and development communities has come a
long way. What started with relatively
polansed "climate-centric" views on the one
hand, and "why bother" questions on the
other, is now evolving into a constructive
dialogue between the two communities on

how to integrate both greenhouse emission
reductions and adaptation measures into
development activity.

This is of course early days, but there is
much that can be done to improve matters
last. For instance, governments could make
sure climate change considerations are

made a core part of planning, when bridges
and highways are being built, for instance,
or energy systems being designed, or even
when poverty alleviation projects are being
implemented. But this can only happen il
climate experts and the development
community work together. This ground-
level action is needed to complement and
strengthen the multilateral negotiations
under the Climate Change Convention and
the Kyoto Protocol.

The entry into force of the Kyoto Protocol is
clearly a landmark in international efforts to

combat climate change. It may only be a
first step, but if it helps the international
community to confront the challenge of
seeking more long-term solutions to climate
change, it will prove to be a vital one.

Relerences

A shorter version of this article called "Aiming for
Earth-friendly Development", and signed by

Kiyotaka Akasaka, appeared in The Japan Times,
20 December 2004.

. OECD (2004), The Benefits of Climate Change
Policies: Analytical and Framework Issues, Paris,
ISBN 9264108319.

For a short review of the Global Forum on

Sustainable Development, see "Development
Climate", December 2004, at

www.oecdobserver.org. See also,
www.oecd.org/environment and
www.oecd.org/developrnent.
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Barry Kaufer, OECD Nuclear Energy Agency (NEA)

The public debate on
nuclear safety usually
focuses on issues like waste

disposal or radiation. But
what about skills and

management?

If ever there was an industry that should
depend on the supply of a highly
skilled and competent workforce,

nuclear energy must be it. From operations
and process, to oversight and safety,
slip-ups are not an option. The skill levels

required are high and take time to learn.
Yet, though it gets relatively little public
attention, the loss of experienced and
competent personnel in nuclear
technology is a growing concern to both
regulators and the nuclear industry.

In some cases, the technical strength of
staff has simply decreased since the days
when they were busily designing and
constructing nuclear power plants. Now,
some nuclear operating organisations have
difficulty finding the external support they
need to maintain and operate their
facilities. Additionally, suppliers of specific
nuclear equipment are disappearing from

the market and as a result the in-depth
knowledge on the design features of their
equipment is being lost. Some nuclear
power plant vendors that have merged
with other companies no longer offer their
earlier designs. New skills have to be
learned, while at the same time nuclear

research institutes and other expert
organisations have reduced their staff and
budgets.

A skills gap has emerged, and the
question is how to fill it. One alternative
is for the licensees to strengthen their
overall technical support services or at
least maintain expertise in vital areas. But
this is expensive, and stiff competition in
energy is leading licensees to reduce
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operating costs, which in turn can lead to

safety challenges. The other solution is to
use consultants and specialised
companies that offer contracted services.
The drawback then is that the expert
knowledge and experience of these
contractors is often limited, and might
not include a comprehensive
understanding of a particular plants
safety system. Also, consultants will
require guidance and supervision by the
operating organisation, which can take
precious expert time away from real
tasks.

Maintaining public trust makes it all the
more important for the licensee to retain

control over the nuclear safety aspects of
the technical support services and
contracted work.

A 2004 survey by the Nuclear Energy
Agency, focusing on licensing, process
control, safety issues and other inspection
areas, shows that nuclear plant licensees
in all 14 countries that responded use
contractors. The spectrum of contracted
activities includes maintenance,

inspections, some engineering for
updating and so on, particularly during
outages, and analytical services.
Management and operator tasks, such as
control room operations, are not
contracted out.

While fewer key suppliers of nuclear
components exist because of streamlining
and mergers, many small expert
contractors are still available and

sufficient competition continues. In
France, for example, there are
approximately 600 contractor firms
working in 58 nuclear plants, with a
turnover of 800 million euros/year. The
French market is relatively dynamic
though, even there, the turnover of staff is

quite high. Two decades ago, when the
industry was growing fast, it was much
easier for licensees to keep staff on the
payroll for outages and maintenance, but
today such work has become scarcer and
spread across several plants.

In some countries, like Sweden and Italy,
plants are actually being closed down.

"Someone should have done it;

Anyone could have done it;

Everyone thought that Someone
would do it. In the end, No one
did it."

These trends have not helped the appeal
ol nuclear engineering as a career. There
are some signs of a renewed interest in
nuclear energy among graduates and
some governments, and efforts are being
made to put more funding into colleges
to train engineers. But it will probably
remain a niche workforce, with markets

like France becoming attractive
destinations for engineers from other
countries. This could push up demand
for appropriate skills and competence,
and drive up the costs of specific skills. In
short, it seems clear that the use ol

contractors will continue, but what is

important is to clearly recognise how and
what work they do, and how it might be
managed to assure safety.

Responsible matter

One of the keys to ensuring safety at
nuclear power plants, as well as many
other industrial facilities, is to be clear

about who is responsible for what. Failure
to do so can lead to tasks undone or

poorly done, producing in certain cases
the opposite of the intended outcome. As
Nils Diaz, chairman of the US Nuclear

Regulatory Commission, told a NEA

forum in 2004, not assigning
responsibility clearly at the outset can
mean jobs not being done at all.
"Someone should have done it; Anyone
could have done it; Everyone thought
that Someone would do it. In the end, No

one did it. At the beginning, the
responsibility was not assigned," he said.

There is a need to develop a concrete
description of what is meant by "the
licensee has full responsibility for the
safety of the plant", since no
internationally accepted understanding of
this exists today.

But ultimately, the licensee is always
responsible for safety. Core activities such
as control and supervision of operation,
or quality assurance, should not be
contracted out. In order to fulfill their

responsibilities, they must be "smart
buyers" and "intelligent customers". This
requires good control, supervision and
oversight of contractors' work. And
licensees need to develop strategies for
dealing with diversified contractors who

are becoming more global.

Regulators, for their part, must provide
clear explanations of what is required to
the highest management levels of the
licensee or its parent organisation, and
like the licensee, they must closely follow
the contractors' actions.

That means having the appropriate
expertise and resources, etc., with the
capability for independent or self-review,
as well as a command of the global
nuclear and contracting environment.

International guidance is needed from the
NEA and other organisations to determine
the core tasks that cannot be outsourced

and must be conducted by the licensee's
stall. These include the control and

supervision of operation and maintenance

programmes, quality assurance oversight,
health, safety assessment capability and
the integration and oversight of all
activities that may affect plant safety.

Contracting work out is not a threat to

safety in itself, though management of
the tasks on site must still remain in the

hands of the licensee. So, while

outsourcing work can be economically
efficient and deliver the labour the

nuclear industry needs, it is far from cost
lree. In other words, good outsourcing
demands good management, too.

References

The NEA survey on contracting is available al
www.nea.fr/html/nsd/docs/2003/cnra-r2003-

4.pdf or can be requested at observer@oecd.org.

Kaufer, B. (2004) "Safe nuclear power plants:
technical support services and contractors", available
m NEA News, No. 22.2.
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Gesture della Rete

di Trasmissione Nazionale Spa

GRTN is the electtic grid operating company which was set up as a result of the liberalisation of the
Italian electricity sector.

GRTN is vested with exclusive rights ("concession") to operate the national electricity transmission

and dispatching service and to manage the national power transmission grid in a unified way,
guaranteeing equal access to all eligible applicants.

GRTN's mission is to ensure the optimum operation of the Italian power system, providing security,

reliability, efficiency and minimum cost of the electricity service.

GRTN:

manages & operates the national power transmission grid;
decides on actions of development and maintenance of the grid, guaranteeing the security and

continuity of supply;
connects eligible applicants to the national power transmission grid;
manages power flows, the related interconnectors and the required ancillary services;
sells electricity generated from renewable and so-called "assimilated" sources (CIP-6) in the market;
assigns interconnection capacity on the 17 power lines interconnected with France, Switzerland,
Austria, Slovenia and Greece;

issues Green Certificates and enforces compliance of producers and importers with the renewables

obligation;
handles statistical data on and prepares demand forecasts for the national electricity sector.

Acquirente
Unico Spa

«kiS

It is the company of the GRTN Group that is vested with the task of procuring electricity for
captive customers, households and small businesses all over Italy, under criteria of electricity service
continuity, security and efficiency and of equal treatment (also in terms of tariffs) of customers.

Acquirente Unico purchases electricity mainly through the Electricity Market, but also through
physical and/or financial bilateral contracts with domestic and foreign counterparts.

The electricity purchased by AU is sold to distribution companies, which serve captive customers.

GRTN\S
info@grtn.it
www.grtn.it

GRTN

00197 Roma

Viale M. Pilsudski, 92

Tel. +39 068165 1

Fax +39 0681654392

Acquirente
Unico

info@acquirenteunico.it
www.acquirenteunico.it

AU

00197 Roma

Via Guidubaldo Del Monte, 72

Tel. +39 0680131

Fax +39 0680134191
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Gesture del Mercato

Elettrico Spa

It is the company of the GRTN Group that is entrusted with the organisation and management of
the Italian Electricity Market, under criteria of transparency and objectivity, with a view to promoting
competition between producers and ensuring the economic management of an adequate availability
of reserve capacity.

In the Electricity Market organised by GME, electricity will be traded between producers and eligible
customers, accessing the market directly or through wholesale customers.

Also Acquirente Unico will participate in the market in order to buy electricity for captive customers.

\J.GME
Gestore
Mercato

Elettrico

info@mercatoelettrico.org

www.mercatoelettrico.org

GME

00197 Roma

Viale M. Pilsudski, 92

Tel. +39 0680121

Fax +39 0680124524

The price, which will be set in a transparent way in the Electricity Market for each hour of each day,
will reflect the conditions of demand and supply expressed by market participants.



OECD Forum/Ministerial*

2005 Forum takes shape
Fuelling the Future:

Security, Stability,

Development. This is the
theme of the sixth annual

OECD Forum, to be held on

2-3 May 2005, at the Centre
de Conférences

Internationales in Paris.

The forum will tackle a range of
pressing policy issues in the areas
of the world economy,

international trade and investment,

energy, climate change, employment,
development and the Millenium
Development Goals.

The OECD Forum is a major multi-
stakeholder summit which brings
together business and labour leaders,

civil society personalities, government
ministers and leaders of international

organisations to discuss the key issues of
the 21st century. It is a truly public
event, emphasising a diversity of views,
serious debate and opinion on a range of
headline policy issues. However, it is not
a talking shop. What is unique about the

OECD Forum is that it enables

participants to shape the outcome of the
annual OECD ministerial summit, which

will be held on 3-4 May 2005. In short,
the forum/ministerial nexus lies at the

heart of the OECD knowledge network.

Goran Persson, prime minister of

Sweden, will be chairing the OECD's
2005 Ministerial Council meeting, and
making a keynote address to Forum
2005. The 3-day event will be opened by
the OECD secretary-general, Donald J.
Johnston. Other confirmed speakers
include: Jean-Philippe Courtois, CEO,
Microsoft Europe, Middle East and
Africa; Karel de Gucht, minister of

foreign affairs, Belgium; Thierry
Desmarest, chairman, Total; Gérard

Mestrallet, chairman and CEO, SUEZ;

Eivind Reiten, president and CEO,

Hydro, Norway; and John Sweeney,
president, American Federation of Labor

and Congress of Industrial Organizations
(AFL-CIO).

Confirmed commercial sponsors for
2005 include Hydro, the Islamic
Development Bank, Merck, Microsoft,
Société Générale, SUEZ and Total.

Knowledge partners include INSEAD,
the University of Tokyo and a group
called Alliance, which links Columbia

Sweden's

Prime Minister

Goran Persson

to chair ministerial

University, Frances École Polytechnique,
Sciences Po (the French Institute of

Political Studies), and the University of
Paris I (Panthéon-Sorbonne).

To find out more about sponsoring or supporting
the OECD Forum, contact: John.West@oecd.org.

In 2004 some 1,500 people attended the Forum
from all over the world. Mexico was chair. For

more information, see: www.oecd.org/forum2005,
and for a flavour of the 2004 event, including
OECD Observer session reports, see:
www.oecd.org/forum2004.
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Keeping score

Korea's world cup stadium
in Seoul lights up to
welcome the study visit by
a group of OECD experts in
January 2005 as part of
preparations of a special
economic study, the
Territorial Review of Seoul,
expected to be released
later in 2005. For more

information, contact:

Soo-Jin.Kim@oecd.org.
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Russia urged to ease restrictions

Russia should ease limits on foreign
ownership in banking and insurance,
domestic transport and energy industnes,
and improve regulatory transparency to
attract more investment, according to a new
OECD report.

The OECD Investment Policy Review - Russian
Federation: Progress and Reform Challenges
reviews the progress made by Russia to
attract more foreign investment over the last
three years. Some progress has been made.
The tax code is clearer, its new foreign
exchange law has been brought more into
line with OECD standards and a new code

has speeded up customs clearance
procedures.

But Russia can do more to make itself more

attractive to foreign investors, the review
asserts. At present, a lack of confidence in
the way Russian courts enforce the law and
corruption throughout the public sector
continues to undermine investors' trust in

Russia's legal system. Russia should do
more to protect private property rights,
tackle corruption and make contracts easier
to verify and enforce, the OECD
recommends. Russia should also do more

to create a level playing field, so foreign
companies can compete with domestic
firms in the privatisation of state-owned

companies. Investors are
concerned that

privatisation held to date
could be challenged in
court because existing
laws are inconsistent and

contradictor)- The
government should
clarify the laws and the
selection process for
bidders.

Reform of the gas sector
and the regulator)'
approval process is
also encouraged. Russia
should, in particular,
relax restrictions on

foreign ownership of
shares in the natural gas
monopoly, Gazprom, and
the main electricity
provider, United Energy
Systems. And it should make the laws on
foreign investment in the télécoms sector
clearer. A 2003 law implies that foreign
companies can invest in telecommunications
operators, but in practice the way licences
are awarded deters investors.

Still, Russian corporate governance is
impro\-ing m a number of areas, the review

Ngozi Okonjo-Iweala, Nigeria's minister of finance, makes
her case at the Development Partnership Forum: Improving
Donor Effectiveness in Combating Corruption, which was
organised jointly by the OECD Development Assistance
Committee and Transparency International, and held at
the French finance ministry in Paris in December 2004.

pointing to the government's commitment to
quickly adopt International Financial
Reporting Standards.

The review can be ordered at:

www.oecdbookshop.org. More information on
international investment can be found at:

www.oecd.org'da l/investment.

New outlook

A winter coat of snow reflects changing times at the
Château de la Muette, OECD's headquarters in Paris. A
long-awaited site renewal project got under way in
autumn 2004 that will include renovation of the château

(built m 1922), construction of an entirely new conference
centre, and asbestos removal and restructuring for the
adjacent mam OECD office building (in background). The
French-American team of architects - SCAU Macary, Menu
et Delamain, and Pei, Cobb, Freed & Partners - leading
the ambitious project expects the new OECD conference
centre to be completed and open for business in early
2007, followed by the restructured offices in 2009. For
more information, see OECD Headquarters Site
Redevelopment Project at www.oecd.org/about or contact
observer@oecd.ors.
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'Democracy and honesty", Anker Randsholt, 1916-2004

Tribute: Anker Randsholt

Anker Randsholt (1916-2004), who passed
away on 30 November 2004 at the age of
88, was founding editor of the OECD
Observer. Mr Randsholt was appointed to
set up the magazine by the OECD's first
secretary-general, Thorkil Kristensen. He
was a political reporter in his native
Denmark during the Second World War,
after which he joined Information, a former
underground resistance newspaper whose
legal offspring he helped rebuild. He got to
know (and criticise!) Mr Kristensen, who
was then a member of the Danish

parliament and finance minister. The

secretary-general was impressed and in
1962 hired Mr Randsholt, who with his

deputy editor, Peter Tewson, created the
OECD Observer, whose mission was "to

influence policies by bringing the
organisation's work to the attention of busy
parliamentarians". It was launched at the

OECD's ministerial meeting in November
1962, and won accolades, including a good
review in The Times of London.

Mr Randsholt was a determined and

principled man, for whom democracy and
honesty went hand in hand. In a 2002
interview to mark the OECD Observer's

40th anniversary edition, Mr Randsholt's
recollections reflected the enthusiasm that

enriched the political climate ol the early
1960s. "The OECD was something new,
Europe was beginning to breathe again,
seeing what co-operation did." He admired
people of vision and recalled President
Kennedy's ambition for the OECD as an
instrument for world development: "The
OECD is a free trade organisation, and for
that you need co-operation, not least with
the poorer majority of our planet. The
OECD also stands for development."

New ambassadors

January 2005 - Véronique Ingram is the new
ambassador for Australia to the OECD,

succeeding Ian Forsyth. Before taking up her
post, Ms Ingram worked in a number of

different departments at the Australian Treasury.
Prior to joining the Treasury, Ms Ingram was an

officer of the Attorney-General's Department.
She most recently held the position of chair of

the OECD Steering Group on Corporate
Governance.

December 2004 - Michel Vanden Abeele is

the new ambassador for the European

Commission, succeeding John Maddison.
Before taking up his post as ambassador to the

OECD, Mr Vanden Abeele held various posts

in the European Commission and, most

recently, was Director-General of Eurostat, the
EU's central statistical office. He also teaches at

the universities of Brussels and Aix-en-

Provence.

Mr Randsholt edited the OECD Observer for

12 years and left the organisation in
December 1976. Lately, he lived in Les Landes
in southwestern France with his Danish wife,

Bodil, whom he married in Copenhagen in
1942. They had a daughter, Neel, a son, Taus,
and a grandson, Peter. RoryJ. Clarke

For the interview, see:

www.oecdobserver.org/ankerrandsholt, published in
No. 235, December 2002.

An electronic copy of the first edition of the OECD
Observer, November 1962, is available on request to
online and paying subscribers at obsen-er@oecd.oig.

Frankie.org i.vst.K
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Calendar of forthcoming events
Please note that many of the meetings mentioned are not open to the public or the media and are listed as a guide
only. All meetings are in Paris unless otherwise stated. For further information, consult the OECD website at

www.oecd.org/media/upcoming, which is updated weekly.

DECEMBER highlights

2-3 Environmental Enforcement and

Compliance, high-level conference of the
Global Forum on Sustainable

Development, organised by the
Environment Directorate.

6-8 The Typologies of Money Laundering
and Terrorist Financing, meeting
organised by the Financial Action Task
Force. Moscow, Russia.

9-10 Senior-level meeting of the

Development Assistance Committee.

20 International Road Transport, high-
level expert group meeting organised by
the European Conference of Ministers of
Transport.

JANUARY 2005

12-13 High-level workshop on steel, organised
by the Directorate for Science,

Technology and Industry, and the
International Iron and Steel Institute.

17-19 World Summit on the Information

Society, organised jointly by the ILO,
International Trade Centre, OECD and

UNCTAD. Antigua, Guatemala.

19-21 Bribery in International Business

Transactions, meeting organised by the
Directorate for Financial and Enterprise
Affairs.

24-25 Business-Education Partnerships.
OECD/Ireland international colloquium,
organised by the OECD in co-operation
with the Irish authorities. Dublin, Ireland.

26-30 World Economic Forum, annual

meeting. Davos, Switzerland.

FEBRUARY

1-2 Partnerships for More Effective
Development Co-operation, forum
organised by the Development
Assistance Committee in collaboration

with the United Nations Development
Programme.

2-4 Improving Learning through Formative
Assessment, international conference

organised by the OECD Centre for
Educational Research and Innovation.

3 Governance in China, workshop
organised by the Directorate for Public

Governance and Territorial Development
and the Centre for Co-operation with
Non-Members.

6-7 Ministers meeting to launch the OECD
UNDP MENA (Middle East and North

Africa) Public Governance Programme,
hosted by the King of Jordan. Dead Sea,
Jordan.

7-8 Global Science Forum, organised by the
Directorate for Science, Technology and
Industry.

9-11 Plenary meeting of the Financial Action
Task Force

28-2/3 High-level forum on Aid Effectiveness.

Paris-Bercy. France.

MARCH

3 High-level meeting of the Development
Assistance Committee.

3-4 Senior Budget Officials' symposium on
Market-type Mechanisms in the Public
Sector, organised by the Directorate for
Public Governance and Territorial

Development.

3-4 City Competitiveness, conference

organised by the Directorate for Public

Governance and Territorial Development.
Santa Cruz de Tenerife, Spain.

10-1 1 Promoting Adult Learning, international
conference co-organised by the Education
Directorate and the Swedish Ministry of
Education, Research and Culture. Malmo,
Sweden.

15-16 Value Added Tax (VAT) conference

organised by the International Tax

Dialogue and the Italian government,
with participation of the OECD. Rome,
Italy.

31-1/4 Meeting of Ministers responsible for

Social and Family Policies, organised by
the Directorate for Employment, Labour
and Social Affairs.

APRIL

7-8 Frontiers in Benchmarking Techniques
and their Application to Official

Statistics, workshop organised by the
Statistics Directorate and the Statistical

Office of the European Communities
(Eurostat). Luxembourg.

11-15 Environmental Compliance and

Enforcement, conference organised by
INECE and the Environment Directorate.

Marrakesh, Morocco.

16-17 World Bank/International Monetary
Fund spring meetings.

21-22 Network on Performance and Results,

meeting of senior budget officials,
organised by the Directorate for Public
Governance and Territorial

Development.

MAY

2-3 OECD Forum 2005: Fuelling the Future:
Security, Stability, Development.

2-3 Ministerial meeting of the
International Energy Agency.

3-4 OECD Council meets at ministerial

level.

9-11 Mission, Money, Management,
international conference on higher
education, jointly organised by the OECD
and China. Beijing, China.

25-26 Investment for African Development:
Making it Happen, roundtable organised
by NEPAD and the Directorate for

Financial and Enterprise Affairs.
Entebbe, Uganda.
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The IMF at 60

Le FMI, by Patrick Lenain

Reviewed by Georges de Menil*

The International Monetary Fund,
which turned 60 in 2004, is both

one of the most important and
most criticised global institutions in today's
world. For some, it is a rigid organisation
which has frequently obstructed
development in poor countries, and which
bears heavy responsibility for the severity
of the east Asian and Russian cnses. For

others, it is both a forum and instrument

of international co-operation, and is no
more responsible for recent crises than is
the fireman for the fire.

In this very readable short book, rich with
information, Patrick Lenain, now at the

OECD and a former IMF staffer, provides
an insider's guide to the history and
structure of the Fund, and to some of the

heated debates, to which it has been

central. Succinctly, but carefully, he shows
how changing perceptions and economic

One would be hard

pressed to find a better
introduction to the IMF.

conditions have interacted to influence the

development of the institution.

At the founding Bretton Woods conference
in 1944, the overriding concern was to
create a financial system which would
guard against the competitive devaluations
of the 1930s. Thirty years later, as markets
expanded and capital became increasingly
mobile, the focus of the Fund's attention

moved from the developed to the
developing world.

Mr Lenain devotes a quarter of the book to
the financial crises which, over the last two

decades, have marked the growth of a
number of developing regions and
countries - Latin America as a whole in

1982, Mexico in 1994, south east

Asia in 1997, Russia in 1998,

Brazil, Turkey and Argentina since
then. It is indeed the actions of

the IMF before, during and after
these later crises that the current

debate is about.

The IMF has played a forefront
role in some notable successes, in

particular, two US-led packages:
first, Treasury Secretary Nicholas
Brady's plan that helped resolve
Latin America's debt problems,
and then Secretary Robert Rubin's
plan to arrest Mexico's
plummeting peso. But the jury is
still out on the IMF's role in the

crises since 1997.

"-NP!
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In east Asia, the Fund was

criticised, first, for not spotting
the risks inherent in the foreign
indebtedness of the private sector early
enough, then for tactical errors in the
manner in which it responded to the heat
of events, and finally (and somewhat
unjustly) for pressuring the affected
governments into adopting excessively
tight fiscal and monetary policies.
Mr Lenain discusses these criticisms, but

does not give due importance to what is
perhaps the most important question.

Could the Asian crises, and some of the

subsequent episodes, have happened if
international capital had not been as
mobile as it was in the 1990s? Probably
not. If it had not been so easy for western
banks to lend to Thai financial institutions,

for instance, these could not have taken

the untenable currency risks they did. Yet,
the IMF had helped promote short-term
capital mobility, and had urged borrowing
governments to make their currencies
convertible on capital as well as current
account. Since the crises, international

opinion, and the IMF itself, have tended
towards the view that further short-term

capital liberalisation should be conditioned
on strengthening regulatory structures.

Whether the Fund encourages it or not,
increasing capital mobility will,
nonetheless, likely remain a central feature
of international development. The

Globalisation icon: The IMF has been the scene of

angry public protests against globalisation in recent
years. Here, a policeman keeps watch near the IMF
building in Washington DC, shortly before a meeting.

tendency of private investors to seek
higher returns regardless of borders will
enhance the long-term growth prospects of
many developing countries. But this may
also mean some financial instability in
emerging markets. In this increasingly
international world, Mr Lenain asks what
the role of the IMF should be.

He quietly sides with the IMF's advocates,
though emphasises tighter supervision,
with additional and more flexible lending
facilities. He goes on to describe what for
this reviewer were perhaps the most
innovative institutional proposals to have
emerged in recent years.

After the Asian cnses, Jeffrey Sachs and
others had pushed for the international
equivalent of national bankruptcy courts.
This "Super Chapter 11" proposal was, for
a while, advocated by Anne Krueger, the
first deputy managing director of the IMF
The argument was that if an international
authority could give temporary protection
to sovereign creditors who were in default,
this would facilitate the process of
restructuring and recovery. The institution
would have substantial authority to
intervene in private market contracts
between creditors and debtors.

Governments and financiers were not

ready, and the proposal was shelved.
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It may well return, however. Critics should
certainly not be too quick to reject the
idea, particularly those that point to the
potential conflict that might arise if the
IMF, itself a creditor, became an

international bankruptcy judge. Surely this
conflict could be avoided by having the
bankruptcy judge as an independent,
quasi-judicial body?

Despite this reviewer's disagreement with
one or two issues, and apart from a slightly
confusing chapter on economic models,
one would be hard pressed to find a better
introduction to the IMF, its structure and

its battles, than this one.

It should be translated into English, and be
read by everyone looking for a quick guide
into the history, the workings and the role
of this important institution.

Le FMI, by Patrick Lenain, Collection
Repères, Editions La Découverte, fourth
edition, Pans, 2004.

ISBN 2-7071-4338-3

www.collectionreperes . com.

'Georges de Menil is professor of economics,
Advanced Institute for the Study of Social Sciences
(EHESS - Paris-Jourdan Sciences Économiques
campus), and Adjunct Professor, New York University,
Stern School of Business. Mr de Menil is also founder

of the review, Economic Policy.

See www.economic-policy.org.

nance &

Development
Get it earlier online
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A Single ,
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The complete text of F&D is available on the IMF website,

often before the printed version comes out. F&D publishes

online versions in pdf format in

English, French, Spanish and Russian.

Aid
warning
The DAC Journal: Development
Co-operation Report 2004

With development funds
getting closely
scrutinised since the

Indian Ocean tsunami disaster, the

annual Development Co-operation
Report comes as a timely reference.
Authored by the OECD's
Development Assistance Committee
(DAC), it compiles figures for aid
disbursements from the 22 nations

that provide the bulk of the world's
development aid, and proposes
ways forward for countries to meet
their Millennium Development
Goals. And it sees problems.

In 2003, total aid from these
countries came to a record

US$69 billion, up from $58.3
billion in 2002. However, the

report warns, the bulk of the
increase comes from inflation and

exchange rate movements, notably
the weakening of the dollar. Yet
there are signs of progress not
reflected in the figures.
Public/private collaboration has
reduced the price of antiretroviral
drugs for HIV/AIDS patients by
95% in the last few years, and
access to telephones and the
Internet has soared, from 1990,

when just over 500 million people
had fixed or mobile phones, to
todays more than 2 billion.

Yet basic necessities are still lacking.
The Development Co-operation Report
recommends that more aid be

directed towards supplying water and
sanitation. Overall, donors are

committing less to the water sector
than in past years, and more aid still
goes to fund urban infrastructure in
middle-income countries than to

marginalised communities, which
suffer most from lack of clean water.

The DAC Journal

Development
Co-operation
Report 2004

The report also notes the need for
better development information, to
gather and interpret statistics. For
example, recent research highlights
the importance of workers'
remittances: estimated at some

$34 billion a year from DAC
member countries (almost half the

amount of their official aid), which

flows largely to India, Mexico, the
Philippines and Turkey. Most of the
remittances - $22 billion - come

from the US, with another

$7 billion from Europe. This
information allows policymakers to
better assist workers in sending
remittances "home". Better

information is also sought on
emergency aid. The OECD is
working with the UN to improve
tracking of disbursements for
tsunami relief, so that accurate data
will be available to assess the extent

to which pledges are ultimately
fulfilled.

See also article by Richard Manning
in this edition.

ISBN 9264007350. See the New

Publications pages or
www.oecdbookshop.org for
ordering details.
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On safe ground
School Safety and Secwity:
Lessons in Danger

On 21 October, 1966, a slag heap in
south Wales slid down a mountain

and engulfed the village school,
killing 144 people, 116 of them children.

The 1995 terrorist bombing outside a
school near Lyon, France, wounded three
children and 11 adults. Fourteen students

died in the 1999 gun and bomb assault at

Columbine High School in Colorado, and

an earthquake in southern Italy in 2002
destroyed a schoolhouse, killing 26
children.

Schools are generally safe places, but

terrible events like these, however unlikely,
have made many parents, already uneasy
about theft, bullying and violence, even

more nervous. There are more reassuring
stories; for instance, from 9/11, when 9,000

kids from several schools in the vicinity of
the burning buildings were evacuated to
safety. But how can your local school deal
with such events?

Prepare for the worst, is the

advice from School Safety and
Security: Lessons in Danger. It

could mean calling not only
on law officers to help make
schools safer, but also

architects, psychologists,

security experts and
government authorities.

Lessons in Danger examines several different

approaches to create a secure learning
environment, looking at risk management,
crisis planning, building safer infrastructure,
and ol course, education.

For instance, beyond the usual installing of
fences and practising fire drills, children
today are being frisked at the school door

for possession of knives, firearms or spray
paint. Schools are trying out high-tech
tools, such as access-control systems to

prevent intruders from entering school
property, closed-circuit television to monitor

inside and outside buildings, and biométrie
sensors to identify individuals, in order to

control access to sensitive areas. Going a
step further, one school in the US recently
announced that it would implement "smart"

cameras thai can recognise
who does and doesn't belong
n the building, and alert

staff.

While technology can help,
School Safety and Security:
Lessons in Danger stresses the

need to also simply improve
human resources, training not only school
teachers and administrators, but taking
advantage of the potentially helpful roles of
the non-teaching staff, like playground
supervisors, janitors, cooks and school
nurses. Needs, too, should be taken into

account. For instance, ask the kids what

they consider to be a safe school. In the UK,

a survey of 15,000 pupils produced the
Children's Manifesto, asking for such
safeguards as swipe cards for the school
gates, anti-bullying alarms, first-aid classes
and "someone to talk to about our

problems."

ISBN 9264-017399. See the New

Publications pages or

www.oecdbookshop.org for ordering
details.

Last Wordy
OECD Glossaiy of Statistical Ferms

All good dictionaries are an education
in themselves, but one of the most

useful and entertaining yet has to be
the OECD Glossaiy of Statistical Terms. Some
will cringe, others will delight in thumbing
a dictionary that defines historic
monuments as "fixed assets" and lemons as

"defective capital goods".

The glossary goes beyond clarifying the
arcane jargon and other technical terms for
which the OECD and other organisations
are well known, though it tnes to unlock
these codes and acronyms that permeate,
and sometimes underpin, international
policy dialogue. Within its 6,000 entries
there are indeed 1 7 different definitions for

"value-added", 10 for words dealing with
income, and explanations of economic
expressions like "unequivocal price index",
"winsorisation", "offshoring" and
"X-inefficiency". Other examples include
"MFP" (multi-factor productivity), ICT

Do you know, I can never remember whether
to spell -<^i. with an ->-i> or an \^ .'

(deemed more precise than IT),
"moral hazard", "asymmetric
oligopoly" and "fatal edit", which
refers to data errors and not

reckless proofing while driving.
Originally for statisticians, the
glossary reflects the rather
unusual world of those

international bureaucrats and

policymakers, many of them non-
native English speakers, who built
this language more out of

expedient necessity than lyrical
fancy or linguistic snobbery. For
this, it is worth the hefty
download of nearly 800 pages.

The glossary is updated
constantly and is freely available
on the OECD website. Now-

annual updates can be
downloaded in PDF or Word

form, complete with background
and references to relevant

publications.

Available at

www.oecd.org/statistics.
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are not necessarily the most

expensive.

Learning for
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ISBN: 9264006419

Price: 42
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Graphs: 100

Learning for Tomorrow's World
FIRST RESULTS FROM PISA 2003

Are students well-prepared for the challenges of the future? Are they able to analyse, reason and

communicate their ideas effectively? Do they have the capacity to continue learning through life?

The OECD Programme fot International Student Assessment ( PISA) provides some of the answers

to these questions. PISA is a collaborative process among 30 member countries of the OECD and

nearly 30 partner countries and is an unprecedented attempt to compare student achievement around

the world. A first round of tests focusing on reading literacy took place in 2000, covering more than

300,000 secondary-school students in 43 countries and a second round, focusing on mathematics

and problem-solving, took place in 2003 with a similar number of students in 41 countries. It is

on this second round that Learning for Tomorrow's World is based.

As the test results show, some school systems do better than others in providing teenagers with

skills they can use for the rest of their lives. Most importantly, the report sheds light on countries

that succeed in achieving high performance standards while, at the same time, providing an equitable

distribution of learning opportunities. These are noteworthy achievements. Will other countries take up

the challenge?

CONTENT

Profile of Student Performance in

Mathematics

Student Learning Attitudes,

Engagements and Strategies

Variation of Student Performance

Between Schools and Role of

Socio-Economic Background

The Learning Environment and School

Organisation

Profile of Student Performance in

Reading and Science

Comparison of education expenditure and mathematics performance
in PISA 2003 for selected countries
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Or see overleaf for further details.
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New publications, November 2004 to January 2005
All publications are available in paper and electronic book format. This is a selected list. For more titles and overviews in different languages, please
consult www.oecdbookshop.org.

AGRICULTURE

AND FOOD

International Standardisation

of Fruit and Vegetables: Avocados
ISBN 9264019804

$16 £10 ¥2,000

Part of the Scheme for the Application of
International Standards for Fruit and

Vegetables set up by the OECD in 1962,

this brochure helps to interpret current
standards.

DEVELOPMENT AND AID

The DAC Journal: Development
Co-operation Report 2004
ISBN 9264007350

235p, 100 tables, 50 graphics
$77 £.41 ¥8,300

Geographical Distribution of

Financial Flows to Aid Recipients
1999/2003

ISBN 9264007571

328p, 301 tables
$117 £61 ¥12,000

Comprehensive data on the volume,

origin and types of aid and other

resource flows to over 180 recipient
countries, including countries in

transition in eastern Europe.

ECONOMICS

OECD Economic Outlook No. 76

ISBN 9264007768

240p, 60 tables, 152 graphics
$97 £52 ¥10,400

Trade and Competitiveness in _l

Argentina, Brazil and Chile: Not as

Easy as A-B-C

ISBN 9264108718

236p, S44 £24 ¥4,500

OECD ECONOMIC SURVEYS

Each survey: $52 £28 Y5.600

Australia

ISBN 926400727X

258p, 19 tables, 58 graphics

Special feature: Competition and

economic performance.

Japan
ISBN 9264008225

273p, 41 tables, 52 graphics

This report analyses whether Japan can
sustain its economic expansion. It looks

Watch for these forthcoming OECD publications

-J Trends in Migration 2004 (February 2005)

J Society at a Glance (February 2005)

Taxing Wages 2003/2004 .February 2005)

Economic Survey of Brazil (March 2005)

-J Economic Policy Reforms: Going for Growth [March 2005)

QOECD Factbook 2005: Economic, Environmental and Social Statistics

(March 2005)

at Japans fiscal problems and the
relationship between different levels of

government. It also reviews the problem

of Japans shrinking working-age

population and examines how Japan gets

the most out of public sector
decentralisation.

Czech Republic
ISBN 9264007164

230p, 35 tables, 47 graphics

Special features: Immigration policy -

addressing the needs of an ageing labour
force; Environmental issues for

sustainable development.

1 inland

ISBN 9264006583

154p, 16 tables, 61 graphics

Special feature: Product market

competition and economic performance.

Canada

ISBN 9264006907

lOOp, 20 tables, 40 graphics

While economic performance in Canada

has been solid, and appropriate

macroeconomic policies are in place,

product market competition could be

strengthened, and obstacles to capital

deepening and investment in human

capital should be tackled.

Turkey
ISBN 9264006826

177p, 22 tables, 58 graphics

Special features: improving the quality

and cost efficiency of public expenditure;
Establishing an open and

non-discriminatory business environment.

EDUCATION

School Salely and Security:

Lessons in Danger
ISBN 9264017399

127p, 15 tables, 13 graphics

$44 £24 Y4.500

See review.

Formative Assessment: Improving

Learning in Secondary Classrooms
ISBN 9264007393

200p, $56 £29 ¥5,700

This study shows how formative

assessment can be put into practice in

schools and classrooms and suggests

how policies can support this direction

for educational improvement.

Problem Solving for Tomorrows
World: First Measures of Cross-

Curricular Competencies from PISA
2003

ISBN 9264006427

L58p, $33 £18 ¥3,300

The 2003 Programme for International
Student Assessment (PISA) examined

15-year-old students' problem-solving

skills, providing for the first time a direct

assessment of life competencies that

apply across different areas of the school
curriculum.

Career Guidance: A Handbook for LI

Policy Makers

Co-edited with the European
Commission

ISBN 9264015191

78p, $29 £17 ¥3,100

Co-financing Lifelong Learning:

Towards a Systemic Approach
ISBN 9264018107

80p, $29 £17 ¥3,100

EMPLOYMENT AND

SOCIAL ISSUES

Migration for Employment:

Bilateral Agreements at a Crossroads
ISBN 926410867X

252p, $66 £37 ¥6.800

An overview of bilateral agreements and
other forms of labour recruitment of

foreigners in several OECD countries,

plus a description of the management
and implementation of these practices

and an analysis of the impact of these

agreements.

Benefits and Wages:
OECD Indicators 2004

Co-edited with the European
Commission

ISBN 9264015159

142p, 24 tables, 72 graphics
$29 £17 ¥3,100

Provides detailed descriptions of all cash
benefits available to those in and out of

work as well as the taxes they were liable

to pay across OECD countries during
both 2001 and 2002.

Ageing and Employment Policies:
Korea

ISBN 9264017372

148p, $24 £15 ¥2,900

Babies and Bosses - Reconciling

Work and Family Life: New Zealand,

Portugal and Switzerland
ISBN 9264108343

220p, 46 tables, 38 graphics
$36 £20 Y3,700

Local Economic and Employment

Development

Evaluating Local Economic and

Employment Development: How to
Assess What Works among

Programmes and Policies
ISBN 9264017089

462p, 24 tables, 28 graphics
$75 £42 ¥7,700

Lntrcpreneurship: A Catalyst lor

Urban Regeneration
ISBN 9264017313

340p, $75 £42 ¥7,700

ENERGY

Energy Policies of IEA Countries:
2004 Review

Special 30th anniversary edition
ISBN 9264108033

542p, $150 £83 ¥15,400

This special 30lh anniversary edition

contains two special sections: "The IEA

30 Years On", assessing the policy and
market trends in the three decades since

the IEAs establishment and looking
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forward to the new challenges in the

next 30 years; and "In-depth Reviews in

the Past Four Years - Cross-country

Overview", identifying common

challenges from the in-depth reviews

carried out over the past four years,

covering all 26 countries.

Energy Policies of IEA Countries: J
Canada

ISBN 9264108017

176p, $94 £52 ¥9,600

World Energy Outlook 2004
ISBN 9264108173

578p, $188 £104 ¥19,200

Hydrogen and Fuel Cells:
Review of National R&D Programs
ISBN 9264108831

206p, $100 £55 ¥10.200

Nuclear Competence Building
ISBN 9264108505

104p, $29 £17 ¥3,100

ENVIRONMENT

The Benefits of Climate Change '-J
Policies

ISBN 9264108319

323p, 20 tables, 40 graphics
$94 £52 ¥9.600

CCh Emissions from Fuel

Combustion: 1971/2002

ISBN 926410738X

564p, $187 £.105 ¥20,600

OECD Guidelines for the

Testing of Chemicals: 1 5th Addendum
ISBN 9264017968

244p, $88 £49 ¥9,000

FINANCIAL AND

ENTERPRISE AFFAIRS

Supervising Private Pensions:
Institutions and Methods

ISBN 926401697X

338p, $58 £32 ¥5,900

Detailed and comparable information on

supervisory agencies, institutional design
and methods in over 40 countries in the

OECD area, Latin America, eastern

Europe and southeast Asia.

OECD Investment Policy Reviews

Russian Federation: Progress and J

Reform Challenges
ISBN 9264018492

L20p, 12 tables
$44 £24 ¥4,500

Annual Report on the OECD
Guidelines for Multinational

Enterprises: Encouraging the

Latest OECD

Policy Briefs

Free online at www.oecd.org

Economic briefs on Surveys of

Japan, the Czech Republic

Export Credits and the
Environment

Policy Coherence: Vital for
Global Development

OECD Territorial Reviews:

Mexico City

Public Sector Modernisation:

Governing for Performance

Competition Law and Policy in
the Russian Federation

Clocking in and Clocking out:
Recent Trends in Working Hours

Contribution of Business to the

Environment

ISBN 9264007067

214p, 10 graphics
$69 £37 ¥7,300

An account of the adhering governments'
activities to enhance the contribution of

the Guidelines to the improved

functioning of the global economy, plus

an overview of how to encourage the

positive contribution of business to the
environment.

OECD Journal of Competition Law

and Policy
OECD Code 242004041 PI

186p, sold as subscription only

Chapters: Competition law and policy in

Russia; Substantive criteria used for the

assessment of mergers.

GOVERNANCE

Reallocation: The Role of Budget
Institutions

ISBN 9264015744

150p, 17 tables, 99 graphics
$44 £24 ¥4,700

In recent years, reallocation has become

increasingly important as a means to

finance new needs in the sphere of

internal and external security, integration

of immigrants, education, health and

pensions, especially in countries where

economic growth has been weak.

New Forms of Governance for

Economic Development

ISBN 9264015302

232p, 16 tables
$75 £42 ¥7,700

HEALTH

Private Health Insurance

in OECD Countries

ISBN 9264006680

240p, 32 tables, 22 graphics
$63 £35 ¥6,400

What is the impact of private health

insurance (PHI) on health systems? How

does it affect coverage of and access to
health care services? What risks and

opportunities does it pose for cost

pressures on health systems?

INDUSTRY, SCIENCE AND

INNOVATION

OECD Science, Technology and

Industry: Outlook 2004
ISBN 9264016899

220p, 50 tables, 75 graphics

$73 £40 ¥7,500

What steps are countries taking to

strengthen their capabilities in science

technology and innovation? How can

they best collaborate with business to

create, diffuse, and exploit knowledge in

all sectors of a competitive, global

economy?

OECD Information Technology
Outlook 2004

ISBN 9264016856

400p, 112 tables, 188 graphics
$106 £59 ¥10,900

Describes recent market dynamics and

gives a detailed overview of the

globalisation of the 1CT sector; analyses

the development and impacts of

electronic business processes and

describes trends in industries supplying

IT goods and services.

Developments in Steelmaking

Capacity of Non-OECD Economies
ISBN 9264105212

436p

$72 £37 Y7,400

STATISTICS

Journal of Business Cycle

Measurement and Analysis
OECD Code 332004031 PI

152p, sold as subscription only.

Topics include: Reconsidering the

evidence: are euro area business cycles

converging? Business cycle indexes: does

a heap of data help? Real-time data and

business cycle analysis in Germany.

International Trade by

Commodity Statistics: 1998/2003

OECD Code 342004023P1

552p, sold as subscription only.

Main Science and Technology
Indicators

OECD Code 942004023PI

Sold as subscription only.

TAXATION

Model Tax Convention on Income -1

and on Capital: Volumes I and II:

Update 2003
ISBN 9264199225

200p, $96 £55 ¥10,500

Recent Tax Policy Trends and

Reforms in OECD Countries

ISBN 9264016597

172p, 63 tables, 19 graphics
$30 £16 ¥3,100

TRADE

A New World Map in Textiles and

Clothing: Adjusting to Change
ISBN 9264018557

21 Op, 77 tables, 14 graphics

$39 £21 Y 3,900

TRANSPORT

Improving Access to Public

Transport

ISBN 92821 1323X

84p, $29 £17 ¥3,100

This report explores how improved co¬

operation between public transport

service providers and local authorities

can ensure better accessibility to public

transport.

Transport and Spatial Policies:

The Role of Regulatory and Fiscal
Incentives

ISBN 9282123219

180p, S50 £28 ¥5,100

Implementing Sustainable
Urban Travel Policies

Moving Ahead: National Policies to

Promote Cycling
ISBN 9282123251

94p, $29 £17 ¥3,100
See review.
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Streetwise

National Policies to Promote Cycling

"Cyclists must adopt a moderate pace when passing through streets,
crossways or turnings. In Paris, even in the least populous quarters,
a rate of 16km an hour is considered excessive. Cyclists must stop if
at their approach a horse becomes frightened." This advice, from
Cook's Guide to Paris, 1908, is as appropriate today as it was a hun¬
dred years ago, when the French dubbed the bicycle "la petite
reine" (little queen). Cyclists still make drivers nervous, and furious,

as an article in a British newspaper recently argued, claiming lhat
cyclists are dangerously unpredictable, don't respect traffic stop¬
lights, and veer from road to footpath at will.

The Netherlands, where 27%

of all urban travel is by
bicycle, is not the only
country where cyclists are
being encouraged back to
the streets. Major cities like
London and Paris are

investing in bike lanes,
secure public parking and
rail/bike commuter

services, as well as penal¬
ising car travel, some¬

times provoking protest
from car lobbies.

Yet as city planners try to rid cities of pollution and congestion,
they are siding with cyclists. A Dutch engineer, Hans Monderman,
argues that it is not a matter of drivers versus cyclists, but rather
about taking individual responsibility for shared space. He has re¬
designed urban traffic flows by stripping the roads of their tradi¬
tional paraphernalia - traffic lights, speed signs, pedestrian cross¬
ings, lane-stripes, and even bicycle lanes and footpaths. Traffic
habits and conventions driven by signs may dull drivers' prepared¬
ness for dealing with unpredictable situations. In Monderman's
view, everyone on the road needs to wake up by paying attention to
other people, rather than signs.

National Policies to Promote Cycling argues that it is not
legislation that is needed, but a national approach to both
policies and funding that encourages cities to promote biking.
Apart from the environmental benefits, it could decrease health
costs as well. The World Health Organization highlighted
cycling as one form of physical activity that can help cut down
on heart disease, high blood pressure, obesity, diabetes and
stress. Long live the queen.

ISBN 9282123251. See the New Publications pages or www.oecd-
bookshop.org for ordenng details.
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Star business
Total revenues of the space industry

Space exploration is making headline news again, thanks to
the Cassini-Huygens mission to Titan. Such public
attention is vital, not just because it helps the industry to

move on from major setbacks, such as the Columbia tragedy in
2003. A look behind these spectacular space missions shows an

industry that has been bedeviled by cost overruns and painful
reductions in public financial support.

Launcher and satellite manufacturers, as well as providers of

launching and other upstream services, have been hit particularly
hard in recent times, according to Space 2030, Explonng the Future

of Space Applications. Downstream, firms have done better.
Telecommunications and satellite-based location and navigation

services, such as the Global Positioning System (GPS), have

experienced fast growth. Telecommunications and navigation
services represent more than 95% of the total revenues ol the
space industry, which have risen by 140% between 1996 and
2002. So, where will future upstream demand come from?

While new technological innovations will emerge, there ma)'
be other possibilities. Take tourism, whose growth depends on
reducing the high cost of travel, and making both private
investors and passengers safe and secure. Resolving these issues might
not be as far-fetched a prospect as many believe, as has been shown by

pioneers like South African-born scientist and entrepreneur, Mike
Melvrll, who on 21 June 2004, piloted the first ever, privately financed,
suborbital vehicle into space.

.

1996 1997 1998 1999 2000 2001 2002

Satellite communications 35.33 45.46 56.10 60.52 67.57 77.74 88.69

Space transportation 4.89 5.65 5.49 5.65 5.39 7.04 6.60

Global positioning systems 3.39 4.15 5.14 6.22 7.34 8.42 9.47

Remote sensing 0.10 0.12 0.14 0.15 0.17 0.20 0.23

total 43.71 55.38 66.87 72.54 80.47 93.40 104.99

Source: OECD (2004), Spoce 2030, Exploring the Future ofSpace Applications.

Space 2030, Exploring the Future of Space Applications is available at
www.oecdbookshop.org. See also "Space tourists", OECD Observer
No. 240/241, December 2003.

Double safe?
Homeland security
US government spending

Is the world becoming more dangerous? Many

people seem to think so, citing terrorism,

organised crime and even computer viruses.

However much this fear may lie in the mind,

demand for security-related goods and services has

been rising. The annual turnover of the private
security industry worldwide is growing at 7-8% per
year and is now worth some US$100-120 billion,
according to Fhe Secutity Economy.

Governments and other public authorities
have increased their overall spending on security,

too. The US governments homeland security

funding doubled from 2002 to 2003 to its
current level of well over $30 billion. The US

Department for Homeland Security (DHS),
created after 9/1 1 , incorporates half of the

budget. Bui surveillance is also becoming more

private-oriented: in the US, expenditure on
private security is estimated to be more than
twice that on public law enforcement.

Surveillance is becoming increasingly intense. New identification
and smart technologies, such as biometrics and radio frequency ID,
are becoming more commonplace, and satellite-based monitoring is

set to play a greater role. These security services are promising, but
are open to abuse, Fhc Security Economy warns. The challenge for

Pre-DHS Post-DHS

transportation

Agriculture

HHS

110/0

Note: HHS = Health and Human Services

Source: OECD (2004), The Security Economy

Agriculture

civil society and government is how to prevent legitimate security

measures from intruding on basic liberties, or technology from
being misused in Big Brother fashion, the report says.

See Fhe Security Economy, available at www.oecdbookshop.org and

on SourceOECD. See also www.oecdobserver.org/books.
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% change from: terel:

previous previous current same period

period year period lasi year

Australia Gross domestic product

Leading indicator

Q3 04 0.30 3.00 Current balance

Unemployment rale

Q3 04 -9.71 -7.81

. Nov. 04 0.60 3.10 Nov 04 5.20 5.70

Consumer price index Q3 04 0.40 2.30 Interest rate Dec. 04 5.41 5.47

Austria Gross domestic product Q2 04 0.90 1.80 Current balance Q2 04 -0.30 -0.30

^^^ Leading indicator Nov. 04 0.00 5.00 Unemployment raie Oct. 04 4.50 4.40

Consumer price index Nov. 04 0.20 2.60 Interest rate * *

Belgium Gross domestic product Q3 04 0.70 2.90 Current balance Q3 04 2.24 2.67

l Leading indicator Nov. 04 -0.30 2.40 Unemployment rate Oct. 04 7.90 7.90

Consumer price index Dec. 04 -0.30 2.30 Interest rate * *

Canada Gross domestic product Q3 04 0.80 3.30 Current balance Q3 04 7.19 4.81

1*1 Leading indicator Nov. 04 -0.10 1.40 Unemployment rate Nov. 04 7.30 7.50

It| Consumer price index Nov. 04 0.40 2.40 Interest rate Dec. 04 2.58 2.70

Czech Republ c Gross domestic product Q3 04 0.80 3.50 Current balance Q3 04 -1.89 -1.54

Leading indicator Unemployment rate Oct. 04 8.40 8.10

Consumer price index Nov. 04 -0.10 2.90 Interest rate Dec. 04 2.57 2.08

Denmark Gross domestic product Q3 04 0.00 1.90 Current balance Q3 04 0.46 1.91

tsa Leading indicator Nov. 04 1.10 12.00 Unemployment rate Sept. 04 5.30 5.70

Consumer price index Nov. 04 -0.30 1.30 Interest rate Dec. 04 2.15 2.03

] "i nland Gross domestic product

Leading indicator

Q3 04

Nov. 04

1.10

0.10

3.30

2.90

Current balance-

Unemployment rate

Oct. 04

Oct. 04

-0.14

8.70

0.73

^H 8.90

Consumer price index Nov. 04 -0.40 0.50 Interest rate * *

France Gross domestic product Q3 04 0.10 2.00 Current balance Oct. 04 -1.50 -0.06

Leading indicator Nov. 04 -0.30 3.60 Unemployment rate Oct. 04 9.50 9.60

Consumer price index Nov. 04 0.00 2.00 Interest rate * *

German) Gross domestic product Q3 04 0.10 1.30 Current balance Q3 04 17.07 18.53

1 _ Leading indicator Nov. 04 0.10 2.60 Unemployment rate Oct. 04 9.90 9.70

Consumer price index Nov. 04 -0.40 1.80 Interest rate * *

(, recce Gross domestic product

Leading indicator

Consumer price index

Q3 04

Oct. 04

Nov 04

1.80

0.10

0.10

3.80

-2.00

3.10

Current balance

Unemployment rale

Interest rate

Oct. 04

Dec. 03

-0.93

9.30

-0.93

9.50

I tungary Gross domestic product Q3 04 2.60 3.70 Current balance Apr. 04 -0.99 -0.60

Leading indicator Unemployment rate Oct. 04 6.00 5.70

Consumer price index Nov. 04 0.10 5.70 Interest rale Nov. 04 10.10 9.93

Iceland Gross domestic product Q3 04 6.60 7.40 Current balance Q3 04 -0.09 -0.13

n Leading indicator

Consumer price index Nov, 04 0.20 3.70

Unemployment rate

Interest rate

Nov. 04

Nov. 04

2.90

6.78

3.60

II 4.80

ii ;land Gross domestic product

Leading indicator

Q2 04

Nov. 04

0.30

-0.50

4.10

9.10

Current balance

Unemployment rate

Q3 04

Oct. 04

-0.11

4.40

-0.21

4.70

Consumer price index Nov. 04 0.20 2.90 Interest rate * *

Italy Gross domestic product Q3 04 0.40 1.30 Current balance Jul. 04 -0.61 -1.08

Leading indicator Nov. 04 0.50 -0.30 Unemployment rate Jan. 04 8.50 8.90

Consumer price index Nov. 04 0.10 1.90 Interest rate *

la ian Gross domestic product

Leading indicator

Q3 04

Nov. 04

0.10

0.20

2.50

0.20

Current balance

Unemployment rate

Oct. 04

Nov. 04

12.52

4.50

13.45

5.20

Consumer price index Nov. 04 -0.20 0.80 Interest rate Dec. 04 0.03 0.03

k >rca Gross domestic product

Leading indicator

Q3 04 0.60 4.80 Current balance

Unemployment rate

Nov. 04

Nov. 04

2.76

3.50

2.31

3.60

Consumer price index Dec. 04 0.20 3.00 Interest rate Nov. 04 3.40 4.20
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Indicators

% change from:

previous

period
previous

year

cm rem

period

same period
last vear

Luxembourg

Mexico

Netherlands

New Zealand

Gross domestic product 2003 .. 2.10 Current balance Q2 04 0.12 0.54

Leading indicator Nov. 04 -0.30 4.30 Unemployment rate Oct. 04 4.30 3.90

Consumer price index Nov. 04 0.20 2.40 Interest rate * *

Gross domestic product Q3 04 0.60 4.50 Current balance Q3 04 -2.19 -2.12

Leading indicator Nov. 04 1.80 4.50 Unemployment rate Nov. 04 3.80 4.00

Consumer price index Nov 04 0.90 5.40 Interest rate Dec. 04 8.72 6.18

Gross domestic product Q3 04 0.30 1.50 Current balance Q3 04 3.95 3.67

Leading indicator Nov. 04 0.20 2.80 Unemployment rate Sep. 04 4.70 3.90

Consumer price index Nov. 04 -0.40 1 .30 Interest rate * *

Gross domestic product Q3 04

Leading indicator

Consumer price index Q3 04

0.50

0.60

4.00

2.50

Current balance

Unemployment rate

Interest rate

Q3 04

Q3 04

Dec. 04

-2.02

3.80

6.71

-1.02

4.40

5.32

Norwav

Poland

Gross domestic product Q3 04 -1.00 1.60 Current balance Q3 04 9.16 6.77

Leading indicator Oct. 04 0.70 6.40 Unemployment rate Sep. 04 4.40 4.60

Consumer price index Nov. 04 0.00 1.20 Interest rate Dec. 04 1.99 2.64

Gross domestic product

Leading indicator

Consumer price index

Q3 04 -0.80

Nov. 04 0.30

4.30

4.30

Current balance

Unemployment rate

Interest rate

Oct. 04

Oct. 04

Nov. 04

0.17

18.60

6.77

0.24

19.10

5.83

Portugal Gross domestic product

Leading indicator

Consumer price index

Q3 04 -1.20

Nov. 04 1.50

Nov. 04 0.60

0.80

1.70

2.50

Current balance

Unemployment rate

Interest rate

Oct. 04

Oct. 04

-1.53

6.70

-0.83

6.40

Slovak Republic Gross domestic product

Leading indicator

Consumer price index

Q3 04

Nov. 04

2.00

-0.10

5.30

6.30

Current balance

Unemployment rate

Interest rate

Q3 04

Oct. 04

Nov. 04

-0.59

17.70

8.20

-0.23

17.60

7.6.3

Spain Gross domestic product Q3 04 0.60 2.60 Current balance Sep. 04 -5.24 -2.59

Mij^l Leading indicator Nov. 04 0.90 3.10 Unemployment rate Oct. 04 10.50 11.20

Consumer price index Nov. 04 0.30 3.50 Interest rate * *

Sweden Gross domestic product Q3 04 0.90 3.70 Current balance Q3 04 7.16 4.97

EH Leading indicator Sep. 04 0.60 9.30 Unemployment rate Oct. 04 6.30 6.00

M^M Consumer price index Nov. 04 -0.60 0.40 Interest rate Dec. 04 2.00 2,70

Switzerland

furkey

United Kingdom

Gross domestic product Q3 04 0.40 1.80 Current balance Q3 04 8.47 9.67

Leading indicator Nov. 04 0.10 2.60 Unemployment rate Q3 04 4.40 4.40

Consumer price index Dec. 04 -0.20 1.30 Interest rate Nov. 04 0.74 0.27

Gross domestic product Q3 04 28.30 4.50 Current balance Q3 04 -2.52 -0.72

Leading indicator Nov. 04 0.00 0.90 Unemployment rate Q2 04 9.30 10.00

Consumer price index Nov. 04 1.50 9.80 Interest rate Dec. 04 19.87 23.50

Gross domestic product Q3 04 0.40 3.10 Current balance Q3 04 -15.95 -10.92

Leading indicator Nov. 04 0.40 1.40 Unemployment rate Aug. 04 4.50 4.90

Consumer price index Nov. 04 0.20 3.40 Interest rate Dec. 04 4.81 3.95

United States Gross domestic product Q3 04 1.00 4.00 Current balance Q3 04 -164.71 -131.63

Leading indicator Nov. 04 -0.10 1.40 Unemployment rate Nov. 04 5.40 5.90

Consumer price index Nov. 04 0.10 3.50 Interest rale Dec. 04 2.45 1.10

Euro area Gross domestic product

Leading indicator

Consumer price index

Q3 04 0.30

Nov. 04 0.20

Nov. 04 -0.10

1.90

2.50

2.30

Current balance

Unemployment rate

Interest rate

Oct. 04

Oct. 04

Dec. 04

1.25

8.90

2.17

8.42

8.90

2.15

Definitions and notes

Gross Domestic Product Volume series; seasonally adjusted except for Hungary Iceland, Poland, Slovak

Republic and Turkey; Leading Indicators; A composite indicator based on other indicators of economic
activity (qualitative opinions on production or employment, housing permits, financial or monetary series,

etc.), which signals cyclical movements in industrial production from six to nine months in advance;

Consumer Price Index: Measures changes in average retail prices of a fixed basket of goods and services;

Current Balance: US$ billion, seasonally adjusted except for Greece, Ireland and the Netherlands;
Unemployment Rate: % of civilian labour force - standardised unemployment rate; national definitions for
Iceland, Korea, Mexico and Turkey; seasonally adjusted, except for Turkey; Inferesf Rate: Three months.
* refer to Euro zone. ..=not available.

Source: Main Economic Indicators, January 2005
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OECD in graphs

No place like home

0.0

OECD inhabitants are living longer and healthier

lives. But while health is an important driver ol

welfare expenses, the cost of elderly care also has a
major impact on budgets. When the cohorts of the baby-
boom generation reach the oldest age groups over the next

three decades, demand for long-term care will rise steeply.

That is why many OECD countries have stepped up services

that allow older people to stay at home as long as possible.

Home care now accounts for more than 30% of public
resources in more than a third of the OECD countries.

Total expenditure on long-term care in the OECD
countries ranges from below 0.2% to around 3% of GDP, yet
most countries spend less than 1.6% of GDP Only Norway
and Sweden spend more; although both countries have the

highest share of persons aged 80 and over, they also provide generous

publicly funded services for residents in nursing homes.

Spending on care in institutions accounts in all countries for over
half of public spending on long-term care. It accounts for 82.8% of
total expenditure in Canada, and 54.7% in Germany. Public spending
for home care is highest in Sweden and Norway (0.78% and 0.66% of
GDP) and is lowest in Spain, New Zealand, Canada and the US
(between 0.05% and 0.17% of GDP).

Public expenditure on long-term care
% of GDP, 2000

Home care (including services in support of informal care)

Care in institutions (nursing homes, etc)

;.*

Source: OECD

v-
* .#*

.# >

Public funding remains the most important source of financing for
long-term care services in general. Where private spending is

important, it is mainly focused on institutional care. For home care,
private expenditure is highest in Spain and in the US (0.18% and

0.16% of GDP respectively), but is still relatively low in GDP terms.

Long-term Care for Older People will soon be available at
www.oecdbookshop.org.

E-Street Top 10 US shopping and classified sites
°/o of market share, January 2004

Despite the rising number of Internet
users and websites, from online stores

to blogs, as on any main street, a hard
core of Internet sites dominates the landscape.

Take shopping in both the UK and the US.

Around 30% of all visits go to eBay, far ahead of
the next most visited site, which is Amazon. The

share of visits is more spread out after that.

Many companies have successfully used their

traditional market positions to assert themselves

in the online environment, particularly in

finance. Examples are Lloyds, HSBC and
Barclays banks, which are in the top five

positions for UK business and finance sites.

Overall, US traditional banking firms, such as

Bank of America and Wells Fargo, have been

successful in adopting the Internet. However, in
shopping, Wal-Mart, which is one of the largest

retailers in the real world, has only 1.2% of
market share online in the US.

Firms that were created on the Internet, such as eBay, Amazon,

Kelkoo and Yahoo! Shopping, capture a large share of visits in the
shopping and classified ads category. These firms also dominate the

top business information sites, with Yahoo! Finance, MSN
MoneyCentral, and Netscape White Pages. Also, existing companies

<S>°

sC?̂

«^ ^

Sj^ ^ ,^° **

Source: OECD Information Technology Outlook 2004

have established new brands on the Internet, such as Yell.com, an

offspring of the Yellow Pages.

Order OECD Information Fechnology Outlook 2004, available at
www.oecdbookshop.org.
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Includes access "**

to all tables and graphs
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Around the world, DHL is helping to deliver stronger communities and better environments. Our local work in over 220 countries and
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