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SPEEDING UP

BAHRAIN'S

ECONOMIC SUCCESS

Having long been a regional pioneer in its economic

and business development, the Kingdom of Bahrain
is going to new lengths reaching across borders to

promote common international business goals.

As the pre-eminent financial center of the Middle East
and a leader in human development, the rapid

economic and political development that Bahrain

has witnessed over the past few years have positioned

the Kingdom as an important player in the global

business sphere. In this spirit, Bahrain continues to
enhance its economic and business environment to

provide rewarding investment opportunities for the
international business community.

The Economic Development Board is embarking on
new initiatives to facilitate sustainable and effective

partnerships that will reap transnational benefits.
With a view to build an international corporate

environment that strives for financial prosperity,
fosters innovation and creativity, ensures safety and

offers distinguishing local hospitality, the Economic

Development Board invites you to join Bahrain in it's

exciting journey forward.
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Economic Development Board

Unlock the possibilities.

Contact: Telephone: +973 17 589 999, Email: bahrain@bahrainedb.com, Web Site: www.bahrainedb.com
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Hollyvostok?

Your article on Russia sends out

some useful signals about the
need for reform ("Russia's

economy: Keeping up the good
times", No. 249, May 2005) in

areas like energy, banking and so
on. However, Russia really is

taking off in other business areas,

particularly television and film.
And why not, given its rich
cultural history in music, ballet,
theatre and writing?

The German company RTL,

owned by the giant Bertelsmann,

has just invested million for
a 30% stake in Ren TV, the sixth

network in Russia. The Swedish

Modern Times Group now owns
39.6% of the fourth network in

Russia, CTC, which is valued at

$1 billion. In five years, the

Russian TV advertising market has

grown from $240 million to
$2 billion, putting it ahead of
countries like Spain.

Now the AMEDIA/Sony

co-production, "Poor Anastasia", a

127-part Russian telenovella, has
been sold in over 20 countries

worldwide, including Spain,
Greece, China and central and

eastern Europe. It cost just under

$100,000 per episode to produce.
In the US it would cost many

times that. This is just the
beginning of what could be a

burgeoning market for Russian
series abroad.

The Russian movie industry is also

developing rapidly. It has gone
from $40 million in 2001 to

$290 million in 2004 and is

expected to reach $400 million
this year. The Russian market is
expected to grow rapidly to over
$1 billion in the next three years.
The US box office was worth

$9.4 billion in 2004, but they have
33,000 screens. In Russia there are

only 500. Spot the potential: if
Russia had one screen for every

50,000 people as in OECD
countries, the Russian film,

"Turkish Gambit", the largest
movie of all time in the Russian

box office, would have grossed
$100 million, instead of

$20 million! "Lord of the Rings:

Return of the King" was the biggest

US entry at $14 million.

While Russian movies are growing
their domestic market share-US

films have slipped from 95% to
85% of Russian movies in the last

two years and are expected to be
squeezed further-there should
also be a significant export market
for these films. Another movie,

"Nightwatch", has been bought by
Fox for release in the US. In

Venice in 2003, the Russian film

"The Return" won the Golden

Lion and was sold in over

100 countries. And there is a large

Russian-speaking community
abroad.

While Mr Putin should not, as you

say, turn his back on reform,
neither should you overlook these

new areas which form a key part of

Russia's enormous potential.

Tim Horan

Executive Vice-President,

AMED1A

Moscow

Oil shields

I am happy to see the efforts

made by the OECD and other
international agencies to bring
forth suggestions to streamline the

global oil shocks
(No. 245, November 2004 and

various editions). We at The

Indian Institute of Finance (IIF)

have been working extensively to
provide possible solutions to
economies and international

agencies since 1987. Some of our
suggestions and research forecasts
have been very apt and have
helped nations to build shields
against oil shocks.

A recent forecast made by my

colleague, Prof. J. D. Agarwal,
indicated that oil prices were

expected to shoot up, hence
economies and international

agencies needed to initiate

effective steps to offset the shocks.
Suggestions to this effect were also

considered in his paper, which

appeared in Finance India, March
2004. This piece was written in
December 2003, when no market

indication of such a scenario was

visible.

Also our suggestion to create an
Oil Pool Account m 1990-91,

which was duly initiated by India
and some other countries, has

helped India live with the shock
which the world has seen in the

last two years.

Fortunately, the development of
derivative markets and products

on oil and their use by markets

globally have also helped to bring
discipline to the oil market and a
reduction of pure dependence on
OPEC or a select few nations.

Aman Agarwal
Professor of Finance & Director,

Indian Institute of Finance

Delhi, India

www.iif.edu

On the cover

Growth potential

by David Rooney

Promoting gender equality is
not just about
fairness, but
economic

growth too.
Indeed,

according to
Roger Môrtvik
and Roland

Spam,
countries

that fail to

tackle inert cultural

attitudes that discourage
women from working could
face economic problems in the
long run. See page 14.
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EDITORIAL

Globalisation is still just beginning
Donald J. Johnston, Secretary-General of the OECD

The Dark Ages, the Renaissance, the Industrial Revolution:

these may be phrases from previous centuries, but they carry
a multitude of images, lessons and historical memories that

are still relevant today. I believe that the end of the last century and
the beginning of this one will be characterised as the dawn of the
"Age of Globalisation".

Not that globalisation is a new phenomenon. International trade
and investment, to take just these examples from the many areas

affected by globalisation, have a long history. And markets have
been international for centuries. According to economic historian
Angus Maddison, some 3,500 Dutch merchant ships plied the
seven seas in about 1670. The Dutch fleet dwarfed all others at

the time. The leading capitalist country of the 19* century,
Britain, which embarked on market integration, albeit largely

within a colonial context, developed a policy of eliminating
tariffs and imposed the policy on others. At the same time, it
opened its economy to agricultural imports and watched its own
agricultural sector wither away.

The mobility of capital in the latter part of the 19th century and the

early part of the 20'1' century was enormous. The gross nominal value
of capital invested abroad in 1914 by the UK, France and Germany
was greater than in 1938. Capital mobility was quite extraordinary at
the end of the so-called liberal era before the First World War. In

1914, the stock of foreign capital invested by western European
countries in developing countries was 32% of their GDP Although

we have, in recent years, drawn close to this level of investment in
developing countries, we have never exceeded it.

So, why are we so preoccupied and concerned with the notion of
free trade and globalisation today, if it is merely an extension of what
we have already experienced? The difference is that the extent of
global integration between national markets is much greater than in
the past-although in many respects, less than popular opinion would

have us believe. Moreover, it is the fast pace of change which has put

enormous pressure on societies to adapt and to create new skills.

Just how integrated is today's global economy? One indicator is trade,

now a major engine of growth in developed and developing
countries alike. The volume of world merchandise traded today is

about 22 times what it was in 1950. During the same period, the
value of the world's output has increased seven times over.

Perhaps the deepest integration of all has been the cross-border

link-ups of enterprises. The share of OECD countries' capital
formation founded on foreign direct investment (FDI) rose to more

than 10% in recent years, having stood at around 4% for decades.

An increasing proportion of this is in developing countries, including
"south-south" investment, but OECD economies still account for

the lion's share. Furthemore, the activities of foreign affiliates of
multinational enterprises are perhaps the most important drivers of
global integration. The share of foreign affiliates in manufacturing
turnover has risen in nearly all OECD countries over the past decade.

Efforts to attract foreign capital, especially in the form of foreign
direct investment, are critical to growth everywhere. As with trade,

foreign direct investment is a win-win deal for host and home

countries alike. According to OECD data, for each extra dollar of
outward foreign direct investment there are two dollars of additional
exports which, in turn, translate into additional jobs in the home

country.

So, are we finished integrating? Globalising? Have we reaped all the
benefits? Certainly not yet. It is the high-income countries that have
predominantly participated in expanding trade and investment.
And their firms will continue to think and act globally-they will not
go into reverse. The non-OECD world can become much more

integrated into the global economy too. The non-OECD Asian

countries have joined world markets more successfully than Latin
American and much more so than most African countries. And

capital markets are still far from being fully integrated.

While developing countries can participate more, so can advanced

economies. A recent (and widely quoted) OECD study argues that
if trade, FDI and domestic competition barriers were reduced on
both sides of the Atlantic, the cumulative effect on earnings would
mean workers in the OECD area could make an additional full

year's wage or more across their lifetime.

This should be seen as good news. But at the OECD, which has a
key role in bringing about a globalisation from which all benefit,
we know it is not sufficient to point to such incontrovertible

evidence that liberalisation and market integration work. It is also
necessary to address the worries of citizens, and even countries,
who see themselves as losers, with their noses pressed against the
window looking in at the winners!

Global integration has much

farther to go, not least in ensuring
its benefits accrue to all countries.

It has much more to achieve in

terms of economic growth and
concomitant social welfare. This is

the age of globalisation, but it is

just the beginning.

OECD Observer No. 250 July 2005 _§J
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Economy
Signals on slow-
If the latest OECD

composite leading
indicators are anything to
go by, a general slowdown
in activity lies ahead. The
figures for May (published
in early July) show a
weakening performance in
all G7 countries, except the
US and Canada. These

results confirm a trend

already highlighted in
earlier editions (see also

page 7).

The OECD leading
indicator, which

incorporates a wide range

of indicators such as

building permits, order
flows, long-term interest
rates and sentiment

surveys, is designed to
deliver early signals of
peaks and troughs in
economic activity. The latest
indicators show continuing
declines in the six-month

rate of change for the euro
area, Japan and the UK.
However, the CLI for the

US rose by 0.1 point
in May.

For more, see

www. oecd. org'statistics .

Downward trend

Composite leading indicators, annualised 6-month rate of change
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Early signals of the CLI for turning points (P: peak, T: trough) in the reference series,
e.g. a peak for August 2000 was predicted by trie CLI, 8 months in advance (i.e. -8).

Source: OECD

-though GDP edges up
Gross domestic product
(GDP) in the OECD area

rose by 0.7% m the first
quarter of 2005. This rise
symbolically matched the
average OECD quarterly rate
over the last nine years, and
it was also close to the GDP

increases registered for the
last three quarters of 2004.
Nevertheless, it was weaker

than the year earlier score.

Moreover, the average belies

mixed performances. Italy
recorded a fall of 0.5% in

real terms, its second in a

row, but Japan's quarterly
GDP rose by 1.3%, after
declines most of last year
and zero growth in the last
quarter. In the US, GDP
grew by 0.9%.

See www.oecd.org/statistics.

Smart money

Citizens in OECD countries need

a better understanding of how to
deal with financial markets,

because of a combination of

sophisticated products and
growing individual responsibility
for financial decisions about

housing, education, health and
pensions. Governments have a
responsibility to help them do
this. According to Lorenzo Bini
Smaghi, who chairs the OECD's
committee on financial markets,

without improved financial
awareness, "we may face serious
economic and social problems in
the near future."

As part of a drive for better
financial education, OECD

governments have published a
set of principles and good
practices to encourage financial
services firms, consumer groups
and citizen advice bureaux, as

well as individuals, to do more
to address this area.

"Financial education should

start at school", the

recommendations suggest, and
they call on governments and
stakeholders to "promote
unbiased, fair and
co-ordinated financial

education." This "should be

clearly distinguished from
commercial advice." Financial

institutions should be

encouraged to check that
clients read and understand

information, the

recommendation says,

especially when related to long-
term commitments with

significant financial
consequences, while "small
print and abstruse
documentation should be

discouraged".

A full text on the new financial

education recommendations,

along with a fact sheet, can be
found at www.oecd.org/daf.

Plus ça change
This is the 250,h edition of the OECD Observer. Have the policy

challenges really changed over the last four decades? Take this

extract on employment, from Issue No. 5, August 1963.

"Thanks to an increasing life span, the number of older workers in

the employable population has steadily increased between 1920

and 1960. . .At the same time, looking over his shoulder, the older

worker sees a demographic phenomenon known as the "youth

bulge" moving into the labour market." (From "Employment for the
ageing worker: A serious

problem now-critical

later", available on

request at

observer@oecd.org).

Observer

OECD Observer No. 250 July 2005



London bombings
The secretary-general of the OECD,

Donald J. Johnston, and the staff of the organisation express their
solidarity and sympathy with the people of London in the face of
the 7 July bomb attacks and the loss of life, injury and damage

that, they have caused.

Fresh start

Secretary-General Donald J. Johnston (left) helps pour
cement to lay the foundation of the future conference
centre at the OECD's headquarters in Paris, 6 July 2005.
The new centre will be part of the long-awaited renewal
project that started in 2004. The project will also
include renovation of the OECD's château building and
restructunng of the main office block. The conference
centre is expected to be open in 2007, and the offices
in 2009.

See Headquarters Site Redevelopment Project at

www. oecd . org'about .

Facing the music
Online music sales currently represent

only around 1-2% of total industry
revenues, but the figure is likely to rise by
5-10% over the next three years. As a
result, the industry must continue to
reconsider the way it does business, and
governments will have to think hard about
regulatory structures. These conclusions
arise from a new report on the digital
music industry that forms part of a wider
OECD project on digital broadband
content.

Three main themes-standards and

technical interoperability, protection of
intellectual property rights, and digital
rights management (DRM)-are central to
policy and progress in this area, the report
suggests. Interoperability encourages
competition, as well as initiative by small
and innovative players. Government
action is required to combat piracy and

reconcile different jurisdictional
approaches to copyright liability. DRMs
may be essential to new content business
models, yet they have often failed to
prevent unauthorised use.

Around a third of Internet users in OECD

countries have downloaded files from

networks. Unauthorised copying is rife. A
causal connection is difficult to prove, but
music industry revenues fell 20% between
1999 and 2003, notes the report. Apart
from downloading, some of the fall may
simply reflect competition from other
entertainment. Adding to the challenge is
a move towards an unbundling of music
tracks that may benefit the consumer, but
make it more difficult for artists to present
their less commercial offerings.

See www.oecd.org/sti/digitalcontent.

Insuring

against terror

Greater government intervention

may be needed to help provide
insurance against terrorism at

affordable prices, particularly in
situations where markets lack capacity.
This is particularly the case since,
according to some estimates, losses
resulting from a single terrorist attack
could be as high as US$250 billion. At
the same time terrorism modelling
has not yet become sufficiently
reliable to predict the likelihood of
future attacks and financial markets

have so far shown little appetite for
terrorism risk.

The 7 July terrorist attacks on London
add poignancy to these conclusions
distilled from Terrorism Risk Insurance

in OECD Countries, a new OECD

report. Conditions have improved on
terrorism insurance markets since 9/11,

the report notes, but shortfalls in
coverage remain, and private markets
are not yet fully able to cover the
extremely large losses that could result
from attacks. This situation is

aggravated by the unpredictability of
terrorist incidents.

Terrorism insurance take-up rates are
often low. For instance, at the end of

2004 only about half of US companies
were insured, and less than 3% of

eligible firms had taken out cover
under Germany's special compensation
scheme.

Among the solutions suggested by the
report are changes to taxation and
accounting to reduce the cost to
insurers of building up reserves. And
governments need to work with the

insurance industry to devise
sustainable cover for risks that are

typically excluded, such as those of

chemical, biological, radiological and
nuclear terrorism.

OECD Observer No. 250 July 2005
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ECONOMY

Losing
balance an

momentum?

Jean-Philippe Cotis, Chief Economist, OECD

The smooth scenario where

recovery was expected to

spread evenly across the
OECD has not materialised.

While some elements of this

scenario may be in place,
such as a relatively success¬
ful "soft landing" in the US
and a rebound of activity in
Japan, what is badly lacking
is sustained momentum in

the euro area.

Indeed, as time passes it is becoming
increasingly e\ftdent that circumstantial
arguments-the Iraq war, oil and

commodity price shocks, exchange rate
fluctuations, etc.-are not sufficient to

explain the string of aborted recoveries in
Europe. As a result, and looking ahead,
growth prospects seem bound to differ
widely across the OECD and the world
economy, ranging from solid in Asia to back
on trend in the US, and weak and uncertain

in Europe. Such contrasting economic
perspectives will not contribute to reducing
current account imbalances and may be
reflected in slower aggregate world demand.

These growth outcomes are not carved in

stone, however. As always, they depend on
the effectiveness of macroeconomic and

structural policies and their capacity to
adapt to a more globalised environment.

In the US, any residual slack in capacity has
been absorbed and the economy is likely to
continue to grow in line with potential.
However, activity is still largely dnven by
domestic demand, with little help yet in
sight from net exports, despite a substantial
depreciation of the real effective exchange
rale of the dollar.

In continental Europe, after an encouraging
upswing during the first half of 2004,
growth weakened in the second half of last
year, in parallel with sagging consumer and
business confidence. Although recorded
growth seemed to pick up somewhat in
early 2005, it is flagging anew and no
decisive upturn is in the offing before late
this year. This abrupt weakening stems in

Policy must address this chronic

pattern of weak resilience and

diverging activity within the euro

area as thoroughly and promptly

as possible.

large part from a stronger euro and higher
oil pnces. But it has been greatly amplified
in countries such as Italy and Germany by a
distinct and recurrent lack of resilience to

outside shocks, in contrast with smaller

economies such as Spain and the Nordic
countries, which have held out well. The

euro area's susceptibility to shocks makes
short-term forecasting a highly contingent
exercise: for a gradual recovery to
materialise, as we expected in this June
2005 Outlook, a modicum of external

stability will be needed.

Policy must address this chronic pattern of
weak resilience and diverging activity
within the euro area as thoroughly and
promptly as possible. It is a matter of
central importance not just for the growth
prospects of the countries involved, but

OECD Observer No. 250 July 2005
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ECONOMY

Outlook

also, to some extent, for the credibility of
Economic and Monetary Union (EMU)
itself. In Germany, the problem is one of a
persistent fall in domestic demand despite a
very strong stimulus from exports. In Italy,
the traded sector, undermined by years of
excessive cost inflation, has been losing
market shares at a worrying rate, so laying

the ground for the current recession.

Since its inception, EMU has provided its
member countnes with invaluable benefits,

including internal financial stability and
historically low interest rates, as well as an
environment of price stability that stood the
test of rising oil prices. In the long run,
however, a successful EMU that works to

the benefit of all requires well-functioning
product, financial and labour markets as
well as a substantial measure of

homogeneity in the economic structures of
its countries. In such a context, whatever

the political difficulties, the case for further
European economic integration and
structural reforms remains pressing.

In Asia, growth prospects remain bright.
Evidence points to a recovery in Japan,
following the "soft patch" around mid-2004.
In China, activity has been accelerating,
reflecting thriving exports, but also some
domestic overheating, which the authorities
are trying to contain. Over the past few
years, east Asian economies have provided a
strong impulse to world trade. This
steadying influence should not be
overlooked at a time when in other areas,

such as exchange rate policies, their
contribution to the stability of the world
economy seems less convincing.

These continuing divergences in domestic
demand between Europe and some Asian
countries on the one hand, and the US on

the other, cannot be treated with benign

neglect. Given the unsustainable US current
account position, pressures to correct these
imbalances will only intensify. At some
point, they may manifest themselves in an
abrupt weakening of the dollar with adverse
consequences for the OECD area as a
whole. A falling dollar would not only
curtail net exports, but also domestic
demand in Japan and Europe where
resilience is low and monetary and fiscal
room for manoeuvre is limited. Although

OUTLOOK SUMMARY*

2004

Real GDP growth (% change)

2005 2006

United States 4.4 3.6 3.3

Japan 2.6 1.5 1.7

Euro area 1.8 1.2 2.0

Total OECD 3.4 2.6 2.8

Inflation (%)

United States 2.1 2.4 2.2

Japan -1.2 -0.9 0.0

Euro area 1.9 1.5 1.7

Total OECD 2.0 1.9 1.9

Unemployment (%)

United States 5.5 5.1 4.8

Japan 4.7 4.4 4.1

Euro area 8.9 9.0 8.7

Total OECD 6.7 6.7 6.4

Current account balance (% of GDP)

United States -5.7 -6.4 -6.7

Japan 3.6 3.6 4.1

Euro area 0.6 0.1 0.3

Total OECD -1.2 -1.7 -1.7

Fiscal balance, cyclically adjusted (% of GDP)
United States -4.2 -4.1 -4.0

Japan -5.9 -6.0 -5.4

Euro area -2.0 -1.8 -1.8

Total OECD -3.3 -3.1 -3.0

Short-term interest rate (%)

United States 1.6 3.4 4.7

Japan 0.0 0.0 0.0

Euro area 2.1 1.8 1.9

World trade growth (% change) 9.4 7.4 9.4

* Assumptions underlying the projections include:

no change in actual and announced fiscal policies;

unchanged exchange rates as from 6 May 2005; in

particular $1 = 104.50 yen and 0.779 euros;
the cut-off date for other information used in the

compilation of the projections is 20 May 2005.

Source: OECD Economic Outlook. No. 77, June 2005

not the most likely outcome at present, such
an unpleasant scenario is gradually looming
larger.

A happier outcome would have those
economies with "excess savings" in Asia

(China, Japan and others) and Europe
switch their growth patterns in favour of
domestic demand, thus reducing global

economic adjustment costs, while in the US
macroeconomic policies, whether fiscal or

monetary, are firmly oriented towards
raising unsustainably low national savings.

In some thriving Asian economies,

co-operative adjustment would involve
exchange rate appreciation and a reappraisal
of the role of monetary policy which should
focus on domestic objectives, such as price
stability and smoothing output fluctuations.

In Europe, the immediate challenge lies in
restoring a sustained momentum for
domestic demand after a series of failings.

Beyond its contribution to economic
stability and the rebalancing of current
accounts, more robust domestic demand

may also help avert any stalling of economic
reforms, in a context where their potential
deflationary impact raises public
apprehension. Having successful economic
reforms and stronger potential growth
would, m turn, help the European countries
to better shoulder the costs of future

exchange rate shifts.

Better managing the demand side ol the
economy will therefore remain a central
priority in future. First of all, monetary
policy may have an immediate role to play.
In the current context of low underlying
inflation and weak demand, the case for

easing the monetary stance m the euro area
looks rather compelling. As stressed in
previous issues of the Economic Outlook,
reforms aimed at more flexible and

consumer-friendly retail financial markets
could also help bring a stronger focus on
demand in the overall reform strategy, while

endowing euro area economies with more
effective transmission channels for its

monetary policy during economic
downswings.

Finally, despite the need for fiscal rectitude,
public finance consolidation is at best
inching along in most large OECD
countries. In Europe, the latest (and more
flexible) version of the Stability and Growth
Pact, which should instil a greater sense of
national ownership, should be implemented
with a view to reduce m earnest the current

budgetary imbalances.

This article is based on the Economic Outlook,

No 77, June 2005. See also

www.oecd.org'economics and www.sourceoecd.org.
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German innovation

Q £ ' I *oday every invention is
! received with a cry of triumph

_l_ which soon turns into a cry of
fear." Bertolt Brecht 's much quoted
comment would probably capture the
mood of todays German venture
capitalists, who, if recent spending trends
are a sign, may only just be recovering
from the fright of the new economy's
collapse in 2000-2001. Before then,
venture capitalists (or business angels)
eagerly sought out good ideas, even wild
ones, to finance, often to the tune of

many millions. There were new economy
successes, but also many failures. The
price has been a sharp fall in venture
capital spending, which Germany badly
wants to see reversed.

Globalisation means that to remain

competitive OECD economies must stay

ahead of the game when it comes to new
ideas and products. Germany's economy
reflects this need more than many, so

much so that the government even
declared 2004 the "year of innovation".
The world's third largest economy has
built much of its industrial might on
maintaining high value-added in
engineering and heavy industries. Today,
Germany spends about 2.5% of GDP on
research and development (private and
public R&D), which is high by
international standards. According to a
paper by Kerstin Rôhling, and Thomas
Multhaup from the Federal Ministry of
Economics and Labour, published in the
latest OECD 5ME and Entrepreneurship
Outlook, the German government's aim is
to raise R&D expenditure to 3% of
GDP by 2010.

Some 85% of all R&D expenditure in
Germany is channelled into the country's
powerhouse automotive, chemical and
machine tooling industries. However,
Germany also boasts strong investment
in advanced sectors like information

technology, biotechnology and
nanotechnology. The authors point out
that the integration of "high-tech" into

| 2000

59

34 130

"medium-tech"

products has already
boosted innovation

performance in
manufacturing.

The trouble is that for

innovation to remain

vigorous, more
investment has to

flow to small and

medium-sized

enterprises too, for
without these, as the

authors stress, the

innovation process
cannot function.

Indeed, it is the

legendary Mittelstand,
a formidable network of SMEs, including
many family firms, that lies behind
Germany's leading position in the world
market for everything from machine
tools to laser systems. But the challenge
lies in luring back venture capital, whose
decline, particularly for company start¬
ups, has been dramatic in Germany.
Early-phase investments (seed and start¬
up) in 2003 were below 1998 levels.
True, there was a recover)' in overall
venture capital in 2004, but most of this
was for the expansion stage. Only 22
companies received seed financing, fewer
than in 2003 or even 1996, and far
below the 388 that received it in 2000.

This sorry situation called for a new

support structure, opening up new

financing sources for R&D-based
start-ups. The federal government has
modified the instruments of venture

capital promotion, and has set up a new
joint venture capital fund for newly
created innovative companies, to be
invested in partnership with private
investors. According to the authors, the
government also intends to create a seed
fund for R&D-based start-ups, mainly
for young entrepreneurs with total
capital requirements of up to
Meanwhile, several regional pilot funds

More venturous?

of venture capital investments in Germany, 1996-2004

] Seed

388

[_] Start-up

| Expansion

982

tu
1997 1998 1999 2000 2001 2002 2003 2004

Source: OECD SME and Enlrepreneurship Outlook 2005.

for venture capital have been
established, led by KfW SME Bank,
which was born out of a merger of
federal support banks, Kreditanstalt fur
Wiederaufbau (KfW) and Deutsche

Ausgleichsbank.

It is too early to say if last year's rise in
venture capital is part of a new trend. As
the authors warn, keeping up innovation
requires action in all policy areas,
particularly education, but also areas like
taxation, where reforms to relieve the

burden on small firms is under way. This
conclusion is echoed by the latest OECD
Economic Outlook, which stresses that for

Germany to achieve durable growth, the
government must push on with deep
reforms. Young entrepreneurs, as well as
venture capitalists, will be watching
closely. RJC.

Rôhling, Kerstin and Multhaup, Thomas
(2005), "Innovative SMEs in Germany",
in OECD SME and Entrepreneurship
Outlook, Paris.

OECD (2005), Economic Outlook

No. 77, June, Paris.

Both titles available at www.sourceoecd.org
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Jobs and globalisation
Towards policies that work
Paul Swaim and Raymond Torres, OECD Directorate for Employment, Labour and Social Affairs

While the size of the

impact of globalisation on
job losses is often
exaggerated, there is an
impact nonetheless. How
must public policy
respond?

Not long ago the term globalisation
was held high as a positive force, a
rallying cry for nations of all shapes

and sizes to come together to build a safer,
cleaner, more prosperous world. Today, to
many, it is a byword for all things negative,
not least for the "délocalisation"

(or relocation) of jobs to low-wage
countries. Take the debates over EU

enlargement and increased trade with China

and India. There are diverse concerns

animating these discussions, but the impact
of globalisation on jobs is one that
commentators and ordinary people keep
repeating.

Whether globalisation is good or bad is an
endless and distracting debate, but the
bottom line is that policymakers certainly
face a challenge. As for employment policy,
three concrete questions matter: Does
globalisation really cause job losses? If so, to
what extent? And how can we respond?

In so far as globalisation can be represented
by international trade and foreign direct
investment (FDI), the first answer is yes,
some jobs in OECD countries (particularly
in the manufacturing sector) are lost
because of growing international
competition, offshoring or other pressures
generated by the international marketplace.

But the answer to the second question is
also important: the proportion of job losses
caused by globalisation per se is far lower
than many claim. Data from North America

and Europe suggest between 4-17% of job
displacements or layoffs are caused by
international trade and investment. Other

culpnts include outdated technology, capital
or skills, or just plain bad business
management. Moreover, the other side of

the ledger includes the fact that growing
international trade and investment are

associated with a sharp rise in overall living
standards, not a fall. And globalisation is
also associated with many business
opportunities and the creation of new jobs.

These observations should guide the public
policy response, both to trade openness
generally and to jobs and unemployment in
particular. That is not to belittle the very real
public concern that surrounds layoffs.

OECD Observer No. 250 July 2005
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Same industry, safer pay
Mean earnings changes (%) for workers remployed

Workers displaced in: Same industry Different industry

US (1979-1999)

High-international competing manufacturing

All manufacturing

Non-manufacturing

-1.9

-3.1

-3.7

-20.0

-19.1

-7.1

Europe (1994-2001)

Manufacturing

Non-manufacturing

2.2

6.5

-2.7

5.9

Displaced workers tend to reduce earnings losses if they find a new job in the same industry.

Source: OECD Employment Outlook 2005, available at www.sourceoecd.org

When a firm relocates abroad, for those left

behind it is a dislocation. Losing a job can
be traumatic, and the very prospect of
change can cause anxiety and disruption m
the lives of individuals, families and whole

communities. Even if a displaced worker
finds a new job, the transition remains an
ordeal that must be managed.

In other words, while the true impact of
globalisation on job losses is often
exaggerated, there is a real impact
nonetheless, and so public policy is needed
to enhance the capacity of the market to
enable adjustment. Indeed, when
displacement results from deliberate policy
decisions to liberalise trade and investment

flows, like removing tariffs, policy measures
to manage adjustment become a duty of
good governance. The number of job
displacements may be less than some claim,
but the policy difficulties should not be
underestimated.

What can governments do? The first thing is
to accept that protection for certain
vulnerable industries is not an option-that
would be like building castles in the sand
and would simply postpone possibly more
painful, costly adjustment later on.
Consider those displacement rates again.
While white-collar jobs are also affected by
international trade and investment,

especially in business services and IT,
trade-related job losses are proportionately
higher in manufactunng than in the services
sector. In general, most job losses that are

Earnings losses in the new job

tend to be smaller in Europe,

although finding that job is more
difficult than in the US.

associated with trade/FDI are in areas where

comparative advantage is slipping, as in cars
or textiles, and where skills are becoming

obsolete because of technological change,

ageing, productivity, and so on. They mainly
affect less skilled workers, who find it

particularly hard to find a new job. When
they do find one, they may have to take
sizeable pay cuts.

Understanding these trends helps us to shift
the debate from one about the pros and
cons of globalisation, to a pragmatic debate
on how to build policies to assist displaced
workers more effectively to find new and
better jobs.

The policy implications of trade-related job
losses vary according to factors such as the
length of time people spend out of work,
earnings losses in new jobs, and so on. In
the United States, 63% of workers who lose

their jobs in high-international-competition
manufacturing industries are re-employed
within about two years, somewhat lower
than the 69% rate for the service sector.

Reemployment rates are lower in Europe,
averaging 57% overall and just 52% in
high-intemational-competition industries
within manufactunng.

As for wages, displaced US manufacturing
workers experience an average pay cut of
13% once re-employed, with a quarter
experiencing earnings losses of 30% or
more. In the services sector, the average loss

is just 4%. Earnings losses in the new job
tend to be smaller in Europe, although
finding that job is more difficult than in
the US.

Why do workers who lose their jobs in
industries facing intense import competition
fare somewhat worse than other job losers?
Globalisation appears not to be the cause of
that. Rather, compared with others, in both
Europe and the US, this group tends to be
older, less educated and have held down

the lost job for longer, characteristics that
are associated with above-average

re-employment difficulties and larger
earnings losses following re-employment.
Nevertheless, globalisation may have
contnbuted to the original job loss, and this
demands a policy response.

Active labour market programmes,

unemployment benefits and other direct
measures normally associated with job loss
are therefore vital. On top of that, indirect
measures are needed to provide an
economic environment where workers from

declining sectors can find new jobs that
make good use of their skills. The
overarching need here is for general policies
that strengthen job creation, upgrade work
force skills and steer workers towards the

jobs where they are most productive.

However, apart from these quite standard
measures, there may be a case for targeted
programmes too. Care should, of course,
be taken not to create new inequities by

singling out trade-displaced workers for
specific assistance, but special measures may
be warranted, for instance, in cases where

firm relocation or closure can disrupt entire

communities, or drive up household

poverty in regions that are already
struggling economically.

While well-designed active labour market
policies can be cost-effective, with
job-search assistance being among the
measures that perform best, they are likely
to work better the earlier they become
available. Research in the US has shown that

12
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workers receiving advance notice spend less
time unemployed than workers laid-off
without any advance warning. Furthermore,
early warnings help in identifying those
workers who stand to benefit most from

active measures in the first place.

However, the role of training is less clear
cut. Normally, policy would expect workers
displaced from declining industries to direct
their job search towards expanding ones,
and offer the training necessary for them to

There may be a case for targeted

programmes for displaced

workers, though care should be

taken not to create new inequities.

qualify for those jobs. But in practice, the
majority of displaced manufacturing
workers find new jobs in this same sector
and earnings losses are much smaller for
workers finding a new job in the same
industry. It makes sense for some,
particularly older, trade-displaced workers
to search for new jobs in the same industry,
where they can make best use of their
experience and skills. Nonetheless, such
jobs will not always be available and
retraining should be available to those at
risk of prolonged unemployment.
As to compensation and indemnities,
unemployment benefits play an important
role in cushioning the income losses that
result from trade-related job displacement.
But the trap to avoid is to blunt incentives
for trade-displaced workers to find a new
job rapidly, particularly if a lower
prospective wage boosts the attraction of
staying on unemployment benefit.

Wage-insurance schemes can help
displaced workers offset this possibility.
Recently introduced in France, Germany
and the United States, wage insurance
replaces a fraction of the difference between
earnings on the old and new jobs. The
German and US schemes replace 50% of
the wage gap. These earnings top-ups can
be time-limited-two years in the case of the
French and US schemes. And they can be
restncted to certain job losers; the German
and US schemes are reserved for workers

over 50 years of age.

The experience with wage-insurance
programmes is too thin to evaluate their
cost-effectiveness with any rigour. Still, a
pilot programme in Canada during the
1990s-the Earnings Supplement
Project-showed that such schemes can
speed re-employment, by making job losers
more willing to accept jobs that pay
somewhat less than their previous ones. The
resulting direct savings in unemployment
benefits were not large enough to fully
offset the new spending on in-work
benefits. However, there may be other
indirect savings, such as less recourse to
lengthy active measures and a boost to
human morale.

As a flashpoint for public anxieties
concerning economic insecurity, the
perceived impact of globalisation on OECD
labour markets currently looms large, and
whether exaggerated or not, appears more
as a mountain than a molehill to many
workers. Assistance to trade-displaced
workers can be incorporated into an overall
strategy for achieving high employment
rates in the context of continuous structural

economic change. While there may be
various ways of achieving this, the key
message remains the same: open markets
result in some dislocation in labour markets

and policy measures must be put in place
that compensate job losers while promoting
their re-employment chances. In a sense,
workers will accept to swim with
globalisation, as long as the policies are
there to ensure they do not sink
because of it.
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Does gender

equality spur

growth?
Roger Môrtvik, Public Policy Director, Swedish Confederation of Professional Employees (TCO),
and Roland Spânt, Consultant to the Trade Union Advisory Committee (TUAC) to the OECD and former
Chief Economist (TCO)

What does gender equality
have to do with economic

growth? The answer may
be much more than many

people think. Gender
might go some way to help
explain the gap in growth
that has opened up
between OECD countries

in recent years. For the
authors, it may determine
long-term growth in
developed industrial
countries too.

Gender equality strengthens long-
term economic development.
This assertion is not some wild,

passionate claim, but is based on a new
analysis of the relationship between
birth rates and attitudes toward gender

equality in a range of countries. What
we have found may seem surprising to

some: more traditional family

structures in modern economies face

chronically low birth rates, whereas the
birth rate trend is positive and the

demographic structure more balanced
in countries where gender equality in
the workplace is more developed. For
these countries, that points to fewer
problems with ageing, as well as
higher labour activity and a more
robust economy.

The global economy is undergoing
fundamental change on many fronts,
though two stand out: population change
on the one hand, and economic and

institutional change on the other.

The importance of the link between
institutional reform and economic growth
is now taken for granted, and was one of
the great successes of economic research
in the late 1990s, resulting in a Nobel
Prize in Economics for economic historian

Douglass C. North. But we must now also
take demographic change seriously, not
just because of pension pressures and so
on, but because of the proposition that
those populations that evolve and adapt
are likely to be economically stronger in
the long run.

According to projections of the United
Nations, the European Union and
others, the populations of most west
European countries and Japan will
decline sharply during the next few
decades. The working-age population
will decline even more rapidly, resulting
in slower economic growth and an
increasingly uneven (and unsustainable)
dependency ratio.

The European Commission has even
completed an analysis which points to a
fundamental shift in the global economy's
distribution and balance of power
between now and 2050. If, as projected,
Japans population decreases from 126 to
105 million, that country's share of total
world GDP will be cut in half, from 8%

to 4%. The EU's share of world GDP will

drop from 18% to 8-10%, while that of
the United States will increase from 23%

to 26%. The shares of China and several

other countries are expected to increase
sharply as their economies catch up with
developed ones.

Such a catch-up effect is not a luxury
that most OECD countries can draw on,

as they already apply the most advanced
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production technology available. Further
increases in productivity may be
extracted (through management
innovations and use of technology, for
instance), especially in the service sector,
though it is uncertain to what extent

such gains would help these countries
stay ahead in the global economy. A
major factor that will influence, if not
determine, long-term growth of mature
economies is the labour supply and how
effectively it is utilised. And this in turn
will be conditioned by attitudes and
institutional change or inertia.
It is striking how widely European
countries vary with regard to birth rate
and population structure. In Sweden and
in other Nordic countries, demographic
issues are the subject of much discussion,
though their population trends are

expected to be relatively favourable by
international standards, with a rising birth
rate (though not high) and strong female
participation in the workforce. The same
could be said for France (see references).

But the opposite applies to Germany and
Italy, whose populations are expected to
decline, from 82 to 73 million and from

57 to 41 million respectively by 2050.
Russia is also expected to see a decline,
from 147 to 121 million.

In theory, such sharp falls in labour supply
will undermine growth. Simply calling for
higher labour force participation or

Simply calling for higher

labour force participation or
reforming labour markets is

not enough. A shift in mindset
is needed.

reforming labour markets is not enough.
A shift in mindset is needed. In mature

economies, attitudes toward gender
equality and the actual possibilities for
combining parenthood with gainful
employment are decisive. Countries
governed by traditional male-dominant
attitudes run the risk of long-term
economic stagnation, as weak mother-
oriented family policies lead to low
participation, low birth rates and low
growth: a vicious circle will set in.

The UN survey asked respondents if they
agreed or disagreed with the statement that
"a mans job is to earn money; a woman's
job is to take care of the home and family."
Hardly a contemporary notion in OECD
countries, yet even in socially egalitarian
Sweden, nearly a tenth of respondents
agreed with the statement. Still, it was
among the lowest proportion of all the
countries surveyed and, as our graph
indicates, there is a wide variation in

attitudes toward gender equality across
different countries.

Attitude trap
Birth rate and gender equality

1,2

% of respondents agreeing with the statement; A man's job is to earn money; a woman's job is to look after the
home and the family

Sources: Môrtvik and Spent, based on UN and ISSP data

Roughly similar results to Sweden's were
recorded for the other Nordic countries,
the US and Canada. Ireland, now a

booming economy, also finds itself in this
"progressive" group. France was not in the

survey, but in Germany, Italy, Japan and
several other countries, the percentage that
agreed with the statement ranged from
30% to 60%. In Poland, nearly 70% of
respondents agreed with the statement.

On their own, these results make

interesting reading, though we decided to
go a step further and compare them with
birth rates. Our hypothesis was that, in
modern societies, attitudes that keep men
at work and women at home make it

difficult for both to combine family life
with other priorities, particularly gainful
employment but also education, and that
this holds down the birth rate.

The findings, as the graph shows, appear
irrefutable. The countries represented can
be sorted into two main categories. One
includes the Nordic countries, the US and

Canada, for which the data indicate

strongly or moderately favourable attitudes
toward gender equality. In those countnes,
the birth rate is comparatively high or
rising and, in our view, provides more
favourable conditions for long-term
demographic and economic development.
The other category includes countries such
as Germany, Japan, Italy and Spain, for
which the data indicate much less

favourable attitudes towards gender
equality and, if our proposition holds, will
continue to face a "fertility trap" of lower
birth rates and low growth.

Interestingly, these two groups of
countries correspond closely to those
groups held up by OECD economists
when they decry the gap in GDP growth
performance that afflicts their member
countries, a gap that has widened in
recent years. But their economic

explanations are mostly based on
productivity, technology or market
reform. The need to raise female

participation employment is widely
recognised, but the problem is seen as
regulatory, and the challenge of
underlying social attitudes seems to be
underestimated, even overlooked. Put

OECD Observer No. 250 July 2005
151



SOCIETY

Gender

simply women in societies with traditional
values towards family and gender equality
ironically postpone or abstain from child-
bearing. This affects long-term growth for
these countries.

A more detailed analysis of the data from
the survey indicates that positive
attitudes towards gender equality are
widespread within all active age-groups
in countries like Sweden, and among
both men and women. In countries with

more negative attitudes, however, the
tendency is for younger men and women
to have as positive attitudes as those in
Sweden, while there is comparatively

weak support for gender equality among
older groups.

While over time societies will evolve,

change may be slow, and we should expect
bouts of inter-generational conflict. Of
course, healthy long-term development
requires fertile economic conditions,
including a good business climate, a well-
educated labour force, and the right
institutional framework. But our reading of

the UN survey offers further proof that it is
also necessary for women, in particular, to
be provided with the means to balance
family demands with those of gainful
employment.

At the OECD and elsewhere, trends in

gender equality should be incorporated
more firmly into economic models for
long-term growth. Such models would

probably show two things. First, that the
gap in performance between OECD
economies has a compelling gender-
related dimension. And second, that

without a change in attitudes, the growth
prospects of many OECD countries will
remain severely compromised.
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Ready for
business
Barriers to gender equality
may be deep seated and
hard to change for cultural
reasons, but leaders,

business and civil society
groups have a role to play in
helping to change mindsets.
The payback if they try
would be substantial.

This was a key message running
through the OECD workshop on
women's entrepreneurship in

Istanbul designed to help raise awareness
among decision-makers in both
government and the private sector of the
importance of women entrepreneurs for
economic growth. As Nimet Çubukçu,
Turkey's minister of state in charge of
women's affairs, put it, if the energy and
initiative of women in setting up their own
firms can be unleashed, they can be a
powerful force for prosperity.

The minister noted how many women in
Mediterranean-rim nations hold back

from setting up businesses because of
social and other pressures. In Turkey, she
noted, only 10% of employers are
women, and 66% of enterprises founded
by women have only one employee.
"Women are the key to development in
the region," she said. "Supporting them
as entrepreneurs will provide an impetus
to social and economic development."

The workshop, organised by the OECD's
Centre for Entrepreneurship, SMEs and
Local Development, called on
governments to take a more active role in
supporting women in setting up and
running businesses as part of a strategy
for job creation and investment for

development. More effort should be
made to provide loans for women
entrepreneurs, the conference said, while
databases should be developed to
underpin specific policy strategies in
favour of women-owned businesses.

The 90 or so participants at the workshop,
which was part of a broader Middle East-
North Africa and OECD Initiative on

Investment and Governance for

Development also urged governments to
devote resources to promoting and
encouraging women's entrepreneurship,
for example, through publicity campaigns.

The workshop called on governments to
improve the regulatory and legislative
framework relating to women, and in
particular property rights and the
freedom to be entrepreneurial. Legislation

against gender discrimination in the
public and private sectors should be
introduced or enforced, and gender
issues should be integrated into
programme design and government
policies in their initial planning stages.

The workshop conclusions will be included in
draft recommendations to a ministerial meeting

of the MENA-OECD Investment Programme in

Amman in November 2005. The workshop was
held at the OECD's Istanbul Centre for Private

Sector Development on 1 1-12 July. For more
information, contact observer@oecd.org or

consult www.oecd.org/cfe
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Live 8, grants and loans
Daniel Cohen, Senior Consultant to the OECD Development Centre and Professor of Economics, École Normale
Supérieure, Paris, and Helmut Reisen, OECD Development Centre

Cancelling debt for poor
countries is all very well,
but the role of soft loans

in spurring development
and eradicating poverty
should not be overlooked.

Sir Bob Geldof, the charity pop star, has
long championed the cause ol debt
cancellation. He has dubbed the Live

Aid rock concert, first held 20 years ago and
now recast as Live 8, as a "consciousness-

raising exercise" ahead of the Group of Eight

(G8) summit in Scotland in July 2005. The
aim was to increase the pressure on the
summit to ratchet up aid and debt relief
for Africa.

The international community has examined

this question too. In March 2000, an
influential US congress report of the
International Financial Institution Advisory
Commission-better known as the Meltzer

Report-had concluded that total
cancellation of poor-country debt was
essential for development. A corollary to
this conclusion was the recommendation

that multilateral development banks should
henceforth provide support in the form of

performance-based grants only, rather than
concessionary or soft loans.

Both Sir Bob and the Meltzer Report
have clearly been vindicated for their
recommendation to cancel debt, at least to

heavily indebted poor countries. The
agreement on debt relief reached by the
G8 finance ministers in mid-June cancelled
$56.5 billion in loans owed to the World

Bank, the African Development Bank and
the International Monetary Fund.

Fourteen countries in Africa and four in

Latin America are eligible for immediate

debt forgiveness under the plan. The nations
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Financing poverty?
Bilateral and multilateral grants in relation to total commitment of bilateral and

multilateral ODA, all developing countries, 1970-2003
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are part of the World Bank's Heavily
Indebted Poor Country Initiative (HIPC), in
which countries commit to good

governance, meet an IMF-endorsed
financial plan and root out corruption.

This is all very well, except that grants,
rather than soft loans, are likely to be
favoured from now on. This might not be as
good for development as many think.

Certainly, individual countries-the bilateral
donors-have increasingly favoured grants
over loans during the past three decades, as
our graph shows. In recent years, this
preference has been spread to the
multilateral aid agencies too, like the World
Bank.

The trouble is, whatever can be said about

the relative merits of grants and soft loans,
the rising share of grants in aid has not
reduced poverty incidence in the
developing world. In fact, where poverty
has been reduced-namely in east Asia-the
share of grants in official development
assistance (ODA) has been lower than

elsewhere, and falling.

By contrast, in Africa, which is the subject
of so much political effort at present, both
grants as a percentage of ODA
disbursements and poverty incidence have
risen. There may be several reasons for this,
and underdevelopment cannot be entirely
blamed on financing sources. But the
pattern suggests that debt relief and grants
alone will not do an effective job of

eradicating poverty. The type of funding

influences behaviour, in instilling budget

discipline for instance, but also oiling the
financial machinery needed for investment.
Consider these three principles.

First, aid is a transfer that helps finance
trade and savings deficits in recipient
countries. A shift from concessional loans to

grants could reduce the present value of the
resource transfer if the face value of the

grants were small relative to that of the
loans. One reason: repayments by successful
developing countries would cease to
refinance other soft-loan schemes. This is a

much-overlooked advantage of loans over
grants: at least in theory, a given aid dollar
can be leveraged over time, as repayments
from the first borrower help fund a loan for
a second borrower, and so on. It is in this

virtuous way that formerly poor Asian
countries have contributed to replenishing
the resources of the multilateral

International Development Association, for
instance.

What weakens the case of this loan

argument is the temptation to engage in
"defensive lending", as multilateral banks
lend back to the same indebted countries

the resources which are supposedly due for
repayment. Our evidence shows that
defensive lending to many African countries
was common in the 1990s, but not in the

1980s. Perhaps debt was too high in the
1990s to be repaid, though this is not an
intrinsic feature of soft loans.

A second and more widely acknowledged
factor is how efficiently the transfer is used.

This, more than anything, will determine
the recipient's welfare. The modality of aid
influences budget discipline, including
how spending is allocated. As grants do not
require repayment, they might reduce
incentives and undermine development
efforts. This could lead to greater aid
dependency. On the other hand, frequent
debt forgiveness and persistent defensive
lending can have the same effect, so in the
end, borrower governments may have come
to perceive concessionary loans as
equivalent to grants.

Nevertheless, the evidence available backs

soft loans over grants: overall, they have
been utilised more efficiently than grants
over the past three decades, despite
repeated debt crises. A study from UN
WIDER, a development research institute,
finds that grants, particularly in least
developed countries, stimulate the financing
and implementation of projects that miss
usual efficiency criteria. Add to this an IMF
finding that grants disappear as tax gifts to
influential groups in the most corrupt
countries, and they become hard to defend
as tools for stimulating growth, especially if
recipients are to co-finance projects, as
suggested by the Meltzer Report.

The type of funding influences

behaviour, in instilling budget

discipline and oiling the financial

machinery for investment.

There is a third factor to consider, and that

is risk. Aid allows poor countries to manage

consumption to suit different circumstances,
what economists call "smoothing"; the
poorest countries benefit most from this
aspect as they are more shock-prone than
the others and lack access to private
finance.

In fact, private lending has been shown to
accentuate, rather than reduce, this

variability, be it as commercial bank lending
or through bond portfolio flows. In other
words, more lending comes through when
times are better, but tends to be withdrawn

when times are worse. This gives official
development finance an advantage.
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By contrast, grants can be set up as
counter-cyclical devices, rising when a
country is hit by external shocks like a
collapse in commodity prices, and falling
in tranquil periods. But the delays between
the start of the crisis and the grant
disbursement may simply be too long to
be really effective. In fact, they either come
too late or kick in when the economy is
already recovering.

Lines of credit instead may prove to be a
more timely way to deal with shocks, as
they can be drawn upon rapidly, and
potentially repaid quickly too. What if a
country suffers a sequence of bad draws
that make its debts unsustainable? One of

the merits of public lending is precisely the
fact that public creditors are more willing
to take a hit than private ones.

The conclusion is simple. Both loans and
grants have their role in concessionary
finance. But rather than the usual divisive

debate between debt relief and grants on
the one hand or less debt relief and more

loans on the other, there is another way of
looking at the problem. Rich countries can
choose to be generous with debt relief in
order to be able to keep making soft loans
in the future.

Smart development finance should be built
on an aid architecture that manages to
make debt bearable and sustainable,

providing debt cancellation when needed,
to manage shocks for instance. But donors
should not turn their back entirely on soft
loans in favour of grants. At a time when
infrastructure deals and new loans are

being provided by non-OECD donors to
poor countries, we should remember that
beyond charity, well-managed soft loans
can spur development, too.
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Growth drivers

Record investment flows

Developing countries and
OECD countries have

seen a boost in foreign
investments, as FDI

outflows from the US hit

a record US$252 billion

in 2004.

Outflows of foreign direct
investment from the US reached

an all-time high of $252 billion
in 2004-up from $141 billion in 2003.
While this FDI record reflected the

weakness of the dollar, it also

confirmed continuing strong interest
among US companies in acquiring
corporate assets abroad.

The latest figures published by the
OECD show that of the largest 25
cross-border mergers and acquisitions
in 2004, five had a US-based company
as the acquirer. A recovery of merger
and acquisition (M&A) activity in 2004,
meanwhile, has carried on into 2005.

On present trends, both inward and
outward FDI in OECD countries could

increase by 10-15% in 2005, OECD
estimates suggest.

Inward foreign direct investment into
Germany and France fell sharply in
2004. In France inward investment

almost halved, falling from $43 billion to
$24 billion. In the case of Germany,
foreign investors actually withdrew about
$39 billion from the country, reversing
the inflow of $27 billion recorded in
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Cross-border M&As to and from OECD countries, total

(USD billion)

Outward Inward

1995 138.0 151.0

2000 1,160.8 1,134.2

2001 606.4 586.6

2002 378.3 409.4

2003 309.7 328.0

2004 413.0 452.8

Jan-May 2005 216.6 221.6

Estimate 2005 519.8 531.9

Source : OECD.

2003. Inward FDI figures include
transactions, which can involve both

inflows and withdrawals, between

foreign-invested enterprises and their
foreign mother companies. The
downturn in 2004 largely reflected
repayments to recipients outside Europe
of inter-company loans and other
transactions between related enterprises.

The UK bucked the trend in 2004 to

become one of the few European
countries to see a sharp pick-up in
inward FDI, achieving a total of
$78 billion, more than double the figure
for 2003. An apparent revival in large-
scale mergers and acquisitions-including
the financial sector-supported this
growth in FDI activity. At the same time,
outward investment from the UK was

boosted by very high amounts of
reinvested earnings by UK-owned
companies in their foreign subsidiaries,
totalling around $26 billion in 2004.

FDI inflows for the OECD area as a

whole continued on a downward trend,

falling to $407 billion in 2004 from $459
billion in 2003. Outflows, on thejother
hand, rose from $593 billion in 2003 to

$668 billionin 2004.

Against the above background, net FDI
outflows from OECD countries to the

rest of the world reached record-high
levels in 2004: The OECD area was a net

contributor of $261 billion worth of

direct investment-most of which went to

A new development is the

growing importance of

cross-border M&As, which until

a few years ago were virtually
unheard of in the context of

inward FDI into China.

developing countries. In 2003, OECD
countries invested a net $134 billion

outside the OECD area.

China continued to receive a large share
of the direct investment in developing
countries, with inward FDI into

mainland China rising to a record
$55 billion in 2004 from $47 billion in

2003. Hong Kong-based investors appear
to have accounted for much of this

investment, and there is concern among

observers in China about a possible
overheating of the investment cycle. A
new development is the growing
importance of cross-border M&As, which
until a few years ago were virtually
unheard of in the context of inward FDI

into China.

Asian financial centres Hong Kong
(China) and Singapore, with a total of
$50 billion in inward investment in

2004, also remain important destinations
for FDI inflows. And other economies

have made progress as well. For example,
South America seems to be climbing out

of the trough that followed the Argentine
crisis, with inflows in 2004 of $4 billion

into Argentina, $18 billion into Brazil
and $8 billion into Chile, all around

twice the levels recorded in 2003.

In addition, India is making steady
progress in establishing itself as an
attractive destination for FDI. Inward

direct investment has trended upwards
since the late 1990s to reach $4.3 billion

in 2003 and $5.3 billion in 2004. As

Indian FDI statistics are less inclusive

than most, this figure is moreover a low-
end estimate.

Inflows into Russia were already stronger

in 2003 and gained further in 2004. As
in earlier years, much investment went to
the hydrocarbons and retailing sectors,
but there is also a growing tendency for
foreign producers of consumer goods to
establish production sites in Russia.

While developing countries continue to
be major recipients of FDI, several are
gaining importance as outward investors
as well. Large companies in Mexico and
Brazil appear to be in a process of firstly
engaging in regional integration through
investment and then moving to develop
truly international corporate networks.

Furthermore, Chinese enterprises have

increasingly undertaken "strategic"
investment abroad, not least to gain
access to raw materials. Progress has
been uneven though. According to
figures published by Chinas State
Administration for Foreign Exchange, net
outward FDI declined from a peak of
$6.9 billion in 2001 to $152.3 million in

2003, then recovered slightly to
$1.8 billion in 2004. However, OECD

figures suggest these figures may
understate the position.
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Where Old- Meets New

A golden opportunity for
rediscovering both tradition and
modernity of Korean clothing
culture deeply imbued in the
traditional folk costume.

Celebrating the Centennial Edition
of PRET A PORTER PARIS: Special
Fashion Show and Exhibition of

Hanbok, the Korean Trac""
Costume.

m

*

2-5 September 2005
Porte de Versailles (Paris Expo)

Centre Culturel Coréen

www.coree-culture.org

Korea NationalTourism Organization

www.tou r2korea .com
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Cruising ahead
Port cities can benefit from

leisure cruises to boost

their economies, while at

the same time avoiding
pitfalls and safeguarding
the environment.

Ports used to go hand in hand with
heavy industry, and over recent
decades many suffered the same fate.

Rusting cranes stood silent at the dockside,
the city's population aged and its young
folk drifted away.

But now some of the more go-ahead port
cities are looking to the booming tourism
industry, leisure cruises in particular, for new
life and economic renewal. Diversification has

become the buzz word on everyone's lips.

Cruising is one of the fastest growing sectors
of tourism. Nearly 9 million passengers from

America and three million from Europe took
cruises in 2004. According to the Passenger
Shipping Association, this figure was over
5% up on 2003. Britons, the most avid

cruisers, passed the 1 million mark for the
first time in 2004, followed by the Germans,
Italians and Spanish. The industry is also
booming in Asia and Australia.

Since the 1990s, the cruise industry has
become highly concentrated, with the
world market dominated by a handful of
large players, such as Carnival
Corporation, P&O Princess Cruises and
Royal Caribbean Cruises Ltd. Ports

22
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Spot the city

compete hard to attract operators like
these. The operators then exploit their
economic clout to drive a hard bargain
with receiving ports and agencies.

This is hardly surprising since the
economic impact on local economies can

be considerable. Cruise lines spend
money. They order new ships, some of
which can be formidable in size.

Currently, the largest passenger liner,
weighing in at 150,000 tons, is the Queen
Mary 2. Built at the French port of Saint
Nazaire and owned by Carnival, it cost
more than $1 billion to construct. Royal
Caribbean is planning another even larger
liner, Ultra Voyager, for 2008. Decking
out and furnishing these liners is a
business in itself. Also, cruise ships
generate local employment in the ports
where they berth. And their passengers
and crews are potential spenders.

Port cities have traditionally provided cruise
line companies with considerable incentives
to attract their customers. In 2001 Panama

offered $12 to cruise ships for every
passenger landed, and San Juan reimbursed a
portion of port charges to cruise lines in
return for investment in the cruise terminal.

Many ports have expanded piers and
terminals, and they spend millions of dollars
in great expectation that cruise ships will
generate useful income. Maintenance costs
are also high. In 2003, the US city of
Portland, Maine, earmarked $1.2 million in

waterfront renovations and improvements
because of wear and tear caused by visiting
cruise ships.

According to a recent OECD territorial
review on the Korean port of Busan, cruises
hold potential benefits for ports, but they
have to be properly managed and planned.
Busan is Korea's second largest city and a
major shipbuilding port, yet it still faces
competition not just from abroad, but from
expanding Korean ports like Gwangyang.
The OECD review suggests that Busan can
exploit the potential of the cruising industry,
but it also offers some realistic advice to help
the city keep its feet on firm land.

One step is to enhance on-shore amenities to

capture any spillovers from the cruise
industry While the economic impact of
cruise lines on hosting ports remains
undoubted, the report warns that income
expectations have sometimes proved to be
overstated. Ports have to compete with the
cruise lines themselves, which promote their
own onboard shops and services, such as

bars and restaurants, casinos, even phone
and internet services and so on.

Moreover, cruise lines have been reported
to sell excursions to passengers at a higher
price than the price paid to on-shore
merchants (as much as three times higher),
and this reduces the economic benefits of

the cruise industry for local businesses.
Competing by enhancing on-shore
amenities and stepping up arrangements
with cruise lines can help those local
businesses to reap the full rewards.

While large cruise companies can drive a
hard bargain, so too can the ports. After all,
the cruisers need them. But competing ports
can unwittingly undercut each other, so the

report recommends developing co-operation
among hosting ports and among port
merchants. By standing together they can
defeat efforts by cruising companies to drive
prices down artificially. For instance, Busan
and its neighbouring ports could agree on
minimum prices for shore excursions, the

OECD territorial review suggests. In this way
each port can avoid being played off too
much against the others.

While large cruise companies

can drive a hard bargain, so too

can the ports. After all, the

cruisers need them.

At the same time, cruise ships are not all
good news, and their environmental effects
in particular are a growing concern. One
US-based civil society group, Bluewater,
describes cruise ships, which can carry as
much as 5,000 passengers and crew, as
"floating cities" producing large volumes of
waste: "A typical cruise ship on a one-week
voyage generates more than 50 tons of
garbage, one million gallons of graywater
(waste water from sinks, showers, galleys
and laundry facilities), 210,000 gallons
of sewage, and 35,000 gallons of
oil-contaminated water. Most of this

waste is dumped directly into the ocean,
some treated, some not."

According to the OECD's Busan review, potts
often overlook the environmental costs (and

therefore the consequential economic costs)
incurred in hosting cruise ships, such as
waste cleanup, or wear and tear on port
infrastructure. The report says that Busan
should make sure that "no-discharge"
zones are designated around and within its
harbours, that clear standards are set for

cruise ship discharges to the air and the
water, and that a monitoring system is
established to ensure compliance with
these standards.
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Lome Port Authority

The passion for efficiency

Doing better than yesterday and even more tomorrow

The only deep water port in the West African

region which has both, a strong
infrastructure and facilities for more

diversified traffic. The Port of Lomé due to

its exceptional geographical location has

important trading and a wide distribution

network and above all is the gateway to the

Sahel Ocean. Initially built for an annual

traffic of 400,000 tons of diversified goods,

nowadays Port of Lomé deals with more

than 4,000,000 tons a year and will, in the

near future, be dealing with over 5,000,000

tons a year.

The principal partners of the Lome Port

Authority are the sahelian countries Burkina-

Faso, Mali and Niger. With the intention of

becoming the best natural gateway from

the Sahel to the Atlantic Ocean, Lome Port

Authority has developed an exceptional

convoying service called "Solidarité sur la

Mer", which permits all trade traffic coming
from Lomé on route to countries on the

Sahel sea, to be escorted by the Togo

security forces to the North border of the

country. Lome Port Authority, however offers

a wide range of advantages like tax-free

facilities, service provisions at very

preferential rates, exceptional customs

facilities, an advanced infrastructure and a

quick and efficient handling operations. The

support of a dynamic port community,

created in 1994 called the "Alliance for the

Promotion of the Port Authority of Lomé"

(A2PL), is another major advantage for the

development of the port of Lome . In order

to become as important as other ports

worldwide, Lome Port Authority has been

for many years, directed by an integrated

"cargo" management software used for all

harbour activities. Equipped with a mobile

scanner, the Lome Port Authority can assure

a better control over merchandise containers

and with its radar, monitor the Exclusive

Economic Area. Also planned soon is to

buy an Automatic Identification System

(A IS) by 2006. The efforts made by the

Board of Directors have been rewarded by

a constant traffic growth in the Port of Lomé

and increased its activities with a variety of

different ships, such as containers, RO-RO,

cargos, tankers, refrigerated ships, mineral

and cereal ships and barges.

In 2004, 1090 ships were accommodated

to the port of Lomé. Importation represents

3,321 ,384 tons in itself, which is 75% of the

whole traffic, and exportation represents

921,069 tons, which is 21% of the traffic.

The export traffic has increased by 16%

since the year 2003. During the year 2004,

bulk transport has seen a small growth of

21% and also container traffic has risen by
37.57%.
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Ministerial

Enabling globalisation
OECD Ministerial Council 2005

Swedish prime minister, Goran Persson (right), and OECD secretary-general, Donald J. Johnston

Goran Persson, prime minister of
Sweden, was the chair of this year's
OECD Ministerial Council Meeting

(MCM) in Paris on 3-4 May 2005, under the
bold yet vital theme of "Enabling
Globalisation". As the chair put it in his
ministerial summary, "Globalisation is both
inevitable and desirable. Our task is to make

it inclusive and sustainable, seizing the
opportunities of open markets, while
addressing the needs of those who risk being
left behind".

Ministers held "enriching" discussions with
non-OECD countries, as well as dialogue
with the Business and Industry Advisory
Committee and the Trade Union Advisory
Committee to the OECD, and with civil

society more broadly at the OECD Forum
(see page 26).

On the economic outlook, ministers noted

that strong growth had "somewhat weakened
recently as higher energy prices and
exchange rate shifts worked their way
through." Economic growth should recover,
but risks persist, including oil prices, current
account and fiscal deficits and possibly
stretched valuations in some asset markets.

While these imbalances may well unwind
smoothly, ministers felt turbulence was
inevitable, and underlined the importance of
structural reform.

Energy was naturally a key focus of attention
at the 2005 meeting. "It is necessary to do
more to reduce the impact of increased
energy demand on the environment and the
climate", the chair's report emphasises, as
ministers noted the estimate from the

International Energy Agency (IEA), a sister
organisation of the OECD, that $16 trillion

in investment will be needed in the energy
sector by 2030.

Deepening dialogue with the oil producing
countries and increasing transparency are
crucial for market stability, ministers agreed,
while enhanced energy and resource
efficiency will "stimulate growth, not
impede it". Ministers stressed the need for

further liberalisation of energy markets and
reaffirmed innovation as a key in limiting
greenhouse gas emissions and securing a
sustainable energy supply. They agreed to
"do their utmost to provide the right
framework for developing and deploying
new technologies".

Globalisation and structural adjustment
were also high on the agenda, and ministers
welcomed the recent studies, "Growth in
Services" and "Trade and Structural

Adjustment". Globalisation is a positive force,
the chair summary insisted, "provided that
adjustment challenges for individuals,
regions and countries are handled wisely".

They urged the Council to proceed with the
proposed follow-up study by the OECD on
globalisation and structural adjustment.

Ministers also welcomed the OECD

statement on the follow-up to the UN
Millennium Declaration and Monterrey
Consensus, to be transmitted to the United

Nations for the Millennium Review Summit

in September. This commits OECD countries

to intensify efforts to meet the Millennium
Development Goals on reducing poverty and
hunger, achieving education for all and
tackling disease. It reaffirms commitments to

increase aid and use it more effectively

A proposal by Japan to strengthen
co-operation with African countries to raise
pnvate investment, both domestic and
foreign, in their overall efforts to achieve the
Millennium Development Goals, received

support.

Ministers called for a heightened sense of
urgency to achieve an ambitious result from

the Doha Development Agenda by the end
of 2006, recognising that a successful
conclusion of the negotiations would be a
powerful engine for global growth,
employment, development and poverty
reduction. "There is no viable substitute for

an effective multilateral trading system," the
chair warned.

OECD ministers then discussed the role of

the OECD today and in the future. While
the renowned quality of OECD work had to
be maintained, so too the relevance of the

OECD as a leader in policy analysis and as a
pathfinder in establishing global norms and
standards must be enhanced. Ministers

expressed strong support for the steps taken
towards a more strategic co-operation with
non-OECD economies. "Enlargement should
not jeopardise the sound functioning of the
OECD, but rather be an opportunity to
strengthen the organisation", the chair
concluded.

For the full chair's summary and background,
please see www.oecd.org/mcm2005.
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oecd.org
OECD Forum 2005

Fuelling
the future

Hi
Q 4 ~T "|" ow do we meet global energy

needs and tackle climate

. change at the same time? How
can trade and investment best contribute to

fighting poverty?" asked Sweden's prime
minister, Goran Persson, as he launched

two days of intense discussions, debate and
brainstorming by government ministers
and business, trade union and civil society
leaders at the OECD Forum 2005*. Over

1 ,200 participants from around the globe
explored solutions for improving stability
and security in the areas of energy,
development and globalisation.

Thierry Breton, French minister of
economy, finance and industry listens
to Donald J. Johnston, OECD

secretary-general.

Thierry Demarest, CEO of TOTAL, led a
roundtable discussion on investment and

energy where all agreed on the need to
diversify away from hydrocarbons, and
unlock other sources of energy to cope
with climate change and meet rising energy

demand. The nuclear option was hotly
debated, as was the future of renewable

energy, in a session on the global energy
mix which brought together Pierre
Gadonneix, CEO of EDF, Anne Lauvergeon,
chairman of the executive board of AREVA

and Bruno Rebelle, international

programme director for Greenpeace.

Sharing the benefits of globalisation is
always high on the agenda at the OECD
Forum, with several sessions exploring
progress towards achieving the Millennium
Development Goals. Ahmad Mohamed Ali,
president of the Islamic Development Bank
and Jagdish Bhagwati, professor at
Columbia University, agreed that it is far
more than simply a matter of providing aid.
Institutional reform and trade are key
motors of development. Eight trade
ministers from both OECD and non-OECD

economies underlined the need for fresh

momentum and higher ambitions for the
Doha Development Agenda whose aim is
to ensure trade policy best serves the needs
of poorer countries. Susan George, vice
president of ATTAC, stressed that the WTO
must be "democratised" if developing
countries are to find a voice in international

trade negotiations. Swedish Prime Minister
Persson aptly summed up, "Good trade
policy can save lives. . .our task is to make
globalisation inclusive".

This year's edition of the OECD Forum
demonstrated once again that dialogue and

Paula Lehtomâki, Finnish minister

for foreign trade and development,
and Susan George, vice-president,
ATTAC, listen to a Forum

participant.

consultation with society's leading
stakeholders can make a critical

contribution to the OECD's annual

ministerial summit. As the Swedish

minister for trade and industry, Thomas
Ostros, reported to the ministerial meeting,
"the Forum proved to be a great
opportunity to get a sense of the top
prionty issues of our time".

* "Fuelling the Future: Security, Stability,

Development", OECD Forum 2005. Summaries
of the sessions and speeches can be read at
www.oecd.org/forum2005. Request a
complimentary copy of the forthcoming OECD
Eomm Highlights magazine at
oecd.forum@oecd.org.
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Agriculture

No fast food solutions

How can we feed future

generations without causing
significant environmental

damage? This was the challenge
agricultural, food and fisheries

scientists grappled with at a meeting in
Rome in May to launch the next phase
of the OECD's Co-operative Research
Programme, which contributes to
providing the scientific knowledge
needed for effective food and

agriculture policies.

The difficulties ahead are clear.

Scientists expect the world's demand
for food to rise by at least 50% over
the next 25 years, yet the rate of
growth in crop yields is slowing down.
Land and water available for

agriculture is under pressure, while
climate change, soil degradation and
biodiversity are additional challenges.

Although properly funded international
research is key, science alone will not

provide the answers. A shift in the way we
seek solutions is needed, the conference

was told. That means co-operation in
sharing knowledge must extend beyond
the scientific community to economists,
sociologists, ecologists, ethicists, etc, as
well as to policymakers.

"Turning research results into government
action can only be achieved through
improved two-way communication", said
Ken Ash, the OECD's deputy director of
food, agriculture and fisheries. "That also
means building trust." John Lock of the
UK government's fisheries directorate
explained how fishermen, sceptical
about the reported fall in North Sea cod
stocks, are now involved in collecting
the data. Not only is fishermen's

confidence in the data increasing, but
the data itself, while still showing stock
depletion, has improved.

Meanwhile, technology-driven
production and global supply chains

have increased consumer concerns

about food safety. As Leendert
Wesdorp from Unilever put it,
industry will have to ensure that the
products live up to their promises.
Several participants called for more
transparency and traceability,
including improved structures for
involving civil society.

Enhancing the nutritional value of food
also demands co-ordination. Bruce

Silverglade, president of the
International Association of Consumer

Food Organisations, pointed to an
obesity epidemic which will require
substantial research, including
behavioural research, to resolve.

The development of transgenic (GM)
crops is another area of concern.

Beyond farming, public distrust affects
sectors like forestry too, where research
is "much behind agriculture
biotechnology," according to Risto
Seppala of the Finnish Forest Research
Institute.

Zhangliang Chen of the China
Agricultural University presented a
forceful case for GM plants. With the
population of China expected to reach
1.6 billion by 2020 and a decline in
the arable land available, crop yields
must increase by 40-50% over the next
15 years. Biotechnology will play an
important role, he said.

But Elias Fereres of the University of
Cordoba in Spain was less positive,
arguing that the prospects for the
development of transgenic varieties
with complex performance characteristics
that will increase yield are still some
way off.

Harnessing biomass-plants, forest
material and animal waste-for fuel was

identified as another key area for
research and development.

Clearly, there is much to do. As Tony
Burne, chair of the governing body of
the OECD Co-operative Research
Programme concluded, progress is
needed in three broad areas: meeting
the natural resources challenge; putting
sustainability into practice; and
addressing new issues in the global
food chain.

The conference on "Challenges and
Opportunities in Agri-Food Research", was held

18-20 May 2005, in Rome, Italy, and was co-
hosted by the Italian Ministry of Agricultural and
Forestry Policies, the Italian Ministry of the
Environment and the Protection of the Territory,
and Italian Council for Agricultural Research. See
www.oecd.org/agriculture.

Sizing up the challenge. Former
European Commissioner, Franz

Fischler, chairing the High-Level
Meeting of the OECD Committee
for Agriculture, 14-15 June 2005.
In addition to the 30 OECD

countries, Brazil, China, India and

South Africa also participated. "In
all countries there is an emphasis
on reducing harmful impacts that
agriculture has on the
environment," Mr Fischler said.

The meeting also covered such
issues as competition, reform and
global trade, among others. To read
the Chair's Summary, visit
www.oecd.org/agriculture.
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Calendar of forthcoming events
Please note that many of the OECD 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.

JULY

5-6

6-8

7-8

7-8

11-12

11-12

14-15

27

2K

Investment for Asian

Development: Lessons So Far,

Challenges for the Future,
conference organised by the
Directorate for Financial and

Enterprise Affairs in co-operation
with the UN and the Asian

Development Bank.
Jakarta, Indonesia.

G8 Summit

Gleneagles, Scotland, UK.

Creating an Entrepreneurial
Economy: the Role of Enterprise

and Innovation, with participation
of the OECD Centre for

Entrepreneurship, SMEs and Local

Development. Hamilton, New
Zealand.

Reassessment of the OECD Jobs

Strategy: Asian-Pacific
Perspectives, forum organised by
the Directorate for Employment,
Labour and Social Affairs, and the

Japanese government. Tokyo, Japan.

OECD Global Science Forum

meets.

Building Awareness of Women's

Entrepreneurship in the MENA

Countries, workshop organised by
the OECD Centre for

Entrepreneurship, SMEs and Local
Development. Istanbul, Turkey.

Services, Trade and Structural

Adjustment, forum organised by the
Directorate for Science, Technology

and Industry, and the Japanese
government. Tokyo, Japan.

Online Privacy Protection and
International Accreditation,

symposium organised by the OECD
Tokyo Centre and the Japan
Engineers Federation. Tokyo, Japan.

Ageing and Employment Policies:
Japan, seminar organised by the
OECD Tokyo Centre. Tokyo, Japan.

AUGUST

21-27 World Water Week.

Stockholm, Sweden.

25-26 Trends in the Management of

Human Resources in Higher
Education: What Works? Seminar

organised by the Directorate for
Education.

SEPTEMBER

8-9 Asian roundtable on Corporate

Governance, organised by the
Directorate for Financial and

Enterprise Affairs. Denpasar Bali,
Indonesia.

13 Education at a Glance published.

14-16 High-level summit meeting of the
United Nations to review progress
in fulfillment of commitments

contained in the UN Millennium

Development Goals
New York City, US.

16 OECD Economic Survey of China

published.

20-25 OECD Standard Codes for the

Official Testing of Agricultural and
Forestry Tractors, conference
organised by the Directorate for
Food, Agriculture and Fisheries.
Beijing, China.

22-23 Global Forum on Tax Treaties and

Transfer Pricing, organised by the
OECD Centre for Tax Policy and
Administration.

22-23 Inland Waterways Transport,

workshop organised by the European
Conference of Ministers of Transport.

25-26 Annual meetings of the World Bank
Group and the International
Monetary Fund
Washington, DC, US.

OCTOBER

10-12 World Knowledge Forum 2005.
Seoul, Korea.

17-18 Ageing and Employment Policies,
high-level policy forum organised by
the Directorate for Employment,
Labour and Social Affairs.

Brussels, Belgium.

17-19 Pharmacogenetics workshop
organised by the Directorate for
Science, Technology and Industry.
Rome, Italy.

24-25 Global Forum on Education,

organised by the Directorate for
Education. Santiago, Chile.

NOVEMBER

14 Agriculture and Water:
Sustainability, Markets and
Policies, a joint OECD Agriculture
and Environment workshop.
Adelaide, Australia.

14-16 World Forum on Information

Society. Tunis, Tunisia.

16-17 Women and Scientific Careers,

workshop organised by the
Directorate for Science, Technology
and Industry.

27-28 Ministerial meeting of the Public
Governance Committee:

"Strengthening Trust in Government:
What Role for Government in the

21st Century?" Rotterdam,
the Netherlands.

DECEMBER

5-6 Development Assistance

Committee, senior level meeting.

13-18 WTO ministerial conference.

Hong Kong, China.
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Friendly countries
The OECD has just launched new websites focused on countries. Created in April 2005, they are one-
stop-shops for the latest news, publications and documents, and other useful information on national
delegations and government websites, with more than 100 key indicators per country. To find a country
go to www.oecd.org/infobycountry: Each country has its own URL. Most are straightforward, for
instance, www.oecd.org/australia and www.oecd.org/france. Exceptions are www.oecd.org/czech,
www.oecd.org/eu, www.oecd.org/nz, www.oecd.org/uk, www.oecd.org/us. Here is a list of other
OECD-friendiy URLs.

Information by Country www.oecd.org/infobycountry

Ageing Society www.oecd.org/ageing

Agriculture, Food & Fisheries www.oecd.org/agriculture

Biotechnology www.oecd.org/biotechnology

Competition www.oecd.org/compctition

Corporate Governance www.oecd.org/corporate

Corruption www.oecd.org/corruption

Development www.oecd.org/development

Digital Economy and Information Society
Economics

www.oecd.org/ecommerce

www.oecd.org/economics
Education www.oecd.org/education

Emerging and Transition Economies www.oecd.org/emerging

Employment www. oecd . org/employment

www.oecd.org/energyEnergy

Enterprise, Industry & Services www.oecd.org/enterprise
Environment www.oecd.org/environment

www.oecd.org/financeFinance

Growth www. oecd . org/growth
Health

Information and Communication Technologies

www.oecd.org/health

www.oecd.org/ict
Insurance and Pensions www.oecd.org/insurance

International Migration www.oecd.org/migration

www.oecd.org/investmentInvestment

Money Laundering www.oecd.org/moneylaundering

Public Governance and Management www. oecd . org/governance

Regulatory Reform www.oecd.org/regreform

www.oecd.org/scienceScience and Innovation

Social Issues www.oecd.org/social

Statistical Portal www.oecd.org/statistics

Sustainable Development www.oecd.org/sustainabledevelopmeni

www.oecd.org/taxationTaxation

Territorial Economy www.oecd.org/territorial
Trade www.oecd.org/trade

Transport www.oecd.org/transporl

Other useful addresses: www.oecdforum.org; www.oecd.org/observer and www.oecdobserver.org;
www.oecd.org/infigures; www.oecd.org/publications/policybriefs; www.sourceoecd.org.
For more information, contact webmaster@oecd.org.

New ambassadors

1 1 May 2005 - Jana Kotovâ is the new

ambassador for the Slovak Republic to the
OECD, succeeding Dusan Bella. Before taking
up her post at the OECD, Ms Kotovâ worked
as deputy director for the Ministry of Foreign
Affairs, in the department of development
co-operation.

1 1 July 2005 - Matei Hoffmann is the new

ambassador for Germany to the OECD,
succeeding Hans-Stefan Kruse.
Mr Hoffmann worked in the German Ministry
for Foreign Affairs and most recently served as
head of the German embassy in Bogota.

For more infomration, see

www.oecd.org/ambassadors.

Development
newsletter

What have humanitarian aid and Swiss army
knives got in common? How is aid measured,
and what is "phantom" aid? Is the situation
after the tsunami tragedy improving? You can
read about these issues in the OECD Observer

of course, but there is a constant need for

policymakers and NGOs to stay ahead ol
them. The OECD Development Assistance
Committee (DAC) has responded by
launching a new bimonthly electronic
newsletter, DACNews, in April 2005. It looks
at the latest development news, statistics and
best practice recommendations, and features
guest writers and comment from leaders
in development. OECD-DAC countries
handle over 90% of total world bilateral

official aid.

See www.oecd.org/dac/newslcltcr.
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Saving energy in a hurry
Saving Electricity in a Hurry: Dealing with
Temporary Shortfalls on Electricity
Suppliers.
Saving Oil in a Hurry.

W!
' hen the lights go out, our
usual solution is to check

the light bulbs, the
connections, the fuse box, and often

relieve the overload by switching
something off. Likewise, when a blackout

occurs because of a drag on the grid, a quick fix means

cutting consumption.

Persistent shortfalls - those lasting days, weeks, or months - can
cause economic disruption and even danger to human life in our
technology-rich societies. Saving Electricity in a Hurry from The
International Energy Agency describes some of the recent power
shortfalls, from Norway to New Zealand, from Tokyo to Arizona,
and the policies these regions used to reduce their power
consumption quickly. How did the Swedes cut their power
consumption by 4% in only three days? How did California save
14% of their electricity supply in only a few months? How can the
temporary shortfalls in electricity supplies described in this book
disproportionately shape future energy policies?

Saving Electricity in a Hurry shows that countries can quickly reduce
electricity consumption without harming the economy as much as
blackouts or unplanned curtailments might. The strategies are
diverse, unique and often surprisingly cheap. They include mass
media campaigns, improvements in equipment efficiency and quickly
adjusting electricity prices. This book explains how California
replaced a million traffic signals with energy-saving models, how

millions of Tokyo residents raised their thermostat settings, and how
New Zealanders took shorter showers, all quickly enough to help
avoid imminent blackouts. Finally, it connects these policies to the
traditional goal of "saving electricity slowly".

After the 1970s oil shocks, ways of saving oil in a hurry became a
concern of governments around the world. In the past 30 years,
disruptions affecting world oil supply and prices have occurred
fairly regularly, with on average two to three significant episodes
per decade. In each instance, supplies of retail fuel have dropped
and oil prices have risen. How can governments handle this
market volatility?

Saving Oil in a Hurry looks at potential oil savings and
cost-effectiveness of demand restraint programmes, as IEA
countries are required to have programmes in place that could
reduce oil demand by 7-10% in the event of a supply disruption.
This applies to private vehicle use in particular, as the transport
sector accounts for over half of oil use in IEA countries.

Some measures, like reducing speed limits and encouraging the
use of alternative fuels, may make sense under any circumstances.
For instance, fuel use can be reduced by 10-20% for those who

practise "eco-dnving", using the car in the most energy-saving way
possible. In the US during the 1970s fuel shortage, a national
speed limit of 55mph (90km/h) showed an estimated saving of
363,000 barrels of oil a day.

Other steps, such as rationing petrol or even rationing car use,
are primarily useful in emergency situations. Yet all measures,
including telecommuting, eco-driving and car-pooling, can be
implemented on short notice-if governments are ready.

Saving Electricity: ISBN 9264109455. Saving Oil: 9264109412. See
the New Publications pages or www.oecdbookshop.org for
ordering details.

Getting @head
E-Learning in Tertiary Education:
Where Do We Stand?

P.
lanning next year's studies? Why
not consider reading E-Learning
in Tertiary Education: Where Do

We Stand? This latest report from the
OECD Centre for Educational Research and

Innovation (CERI) says that in addition to lifting constraints of
time and place, electronic learning can be more personalised,
flexible and even less expensive than conventional learning
places. The UK's Open University, which has broadcast with the
BBC since the 1960s, now offers courses via the Internet, for

instance, in human genetics and health issues for just £199
(www.open.ac.uk). Links form the learning materials, rather than
just expensive textbooks, and studies fit busy schedules.

E-Learning in Tertiary Education offers an overview based on a
survey carried out by CERI at 19 tertiary education institutions.
Beyond distance learning, it examines how higher education
schools adapt the Internet to different uses. And it warns that
there are virtual kinks in the system to be ironed out, including
non-performing sites and mixed public perceptions.

So, does e-learning actually work? The jury is still out. One
UK study showed that while undergraduate-level e-courses
produced similar grades to traditional studies, they had
5-10% lower completion rates. Yet the University of British
Columbia reports some fully online courses that show
10-15% better attainment compared to the traditional version.
Furthermore, Open University of Catalonia argues that
employers like distance learning graduates for their knowledge
of IT, consistency and hard work.

ISBN 9264009205. See the New Publications pages or

www.oecdbookshop.org for ordering details.
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Day care for mothers

Babies and Bosses: Reconciling Work and
Family Life, Vol. 4, Canada, Finland,

Sweden and the United Kingdom

Which came first, working mothers or day
care centres? More mothers in the

workforce generally spur the development
of childcare facilities. In this study of four of the wealthier OECD
countries-Canada, Finland, Sweden and the UK-where three out of

four women between the ages of 25 and 54 hold down jobs, the
Swedish experience suggests that without publicly-assisted childcare,
the upper limit for female employment would be around 60%.

However, good quality is also important, says Babies and Bosses:
Reconciling Work and Family Life. Affordable and decent childcare not

only helps families balance work and family life, but promotes child
development loo.

Sweden spends the most on formal day care at 2% of GDP, compared
to Finland's public spending at 1.1%, the UKs 0.4%, and Canada's

0.2% of GDP The Swedish system is more expensive, as it is the only
system that caters for children under 2 on a comprehensive basis. As a
result, almost 72% of Swedish mothers with young children are in
employment, compared with 59% in Canada, 52% in Finland, and
49% in the UK.

BOOKS

Reviews

Yet, according to the authors, the Swedish model would

not be easy to emulate, as it relies on strong, well-run local
governments with the public support they need to invest

public money Sweden's tax-to-GDP ratio is above 50%, one

of the highest in the OECD area. The importance of
government backing is also demonstrated in Canada, where

public spending on childcare is about 0.2% of GDP However,

the province of Québec spends 0.8%. As a result, 40% of

Canada's childcare is located in Québec, serving less than a
quarter of Canadian children.

As Babies and Bosses points out, both the Québécois and Swedish

systems have integrated the management of day care services with that
of primary schools, creating essential and inexpensive after-school
facilities as well. The report recommends that Finnish policy should
revitalise its out-of-school-hours care. Childcare in the UK, meanwhile,

is seen as relatively expensive, the report notes, with limited hours and
often inferior quality making it difficult for families to balance work and

home obligations. Conscious of this and the need to sustain high
employment, the government plans to build local services to provide all
children aged 3-11 with affordable care facilities on weekdays
throughout the year.

ISBN 9264009280. See the New Publications pages or

www.oecdbookshop.org for ordering details.
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New OECD publications, May to June 2005
HIGHLIGHTS

Minuit i

OECD Pensions at a Glance:

Public Policies across OECD Countries,

2005 Edition

This comprehensive comparison of key features
of pension systems of the 30 OECD countries
provides coverage of retirement ages, benefit
accrual rates, ceilings and indexation.
Indicators measure redistribution in pension

systems, the cost of countries' pension
promises, and potential resource transfer.

ISBN: 92-64-01871-9, 14-May-2005, 116 pages

$29, £17, ¥3,200

http://new.SourceOECD.org/9264018719

African

Economic

Outlook

] fl j 1

African Economic Outlook

2004/2005

;'i

A joint project of the OECD and the African
Development Bank, this annual report reviews
the current economic situation in 29 African

countries (representing 90% of Africa's
economic output) and makes economic
projections through 2006. It opens with an
overview covering all of Africa, continues with

country studies, and closes with a comprehensive statistical annex.

ISBN: 92-64-01000-9, 9-May-2005, 542 pages

$49.50, £25.50, ¥5,100

http://new.SourceOECD.org/9264010009

GENERAL ECONOMICS

OECD Economic Surveys:

Belgium 2005
This issue's special feature covers migration.
ISBN: 92-64-00864-0

12-May-2005, 200 pages
$52, £28, ¥5,600

http://new.SourceOECD.org/9264008640

OECD Economic Surveys: Italy 2005
This issue's special feature covers migration.
ISBN: 92-64-01031-9

12-May-2005, 200 pages
$52, £28, ¥5,600

http://new.SourceOECD.org/9264010319

OECD Economic Outlook No. 77

OECD's twice yearly economic projections for the
OECD area and major emerging economies.
Preliminary edition released on SourceOECD on
24-May-2005.
ISBN: 92-64-01126-9

4-Jul-2005, 250 pages
$97 £52 ¥10,400

http://new.SourceOECD.org/04745574

Regional Integration in the Asia-Pacific
This set of papers, published in co-operation
with the Bob Hawke Prime Ministerial Centre in

Australia, examines the long-term future of
regional integration in the Asia-Pacific area.
ISBN: 92-64-00916-7

27-May-2005, 230 pages
$46, £24, ¥4,700

http://new.SourceOECD.org/9264009167

Handbook on Economic Globalisation

Indicators

This manual defines the concepts and puts
forward guidelines for data collection and the
fine-tuning of globalisation indicators.
ISBN: 92-64-10808-4

28-May-2005, 240 pages

$69, £38, ¥7,000

http://new.SourceOECD.org/9264108084

DEVELOPMENT

African Economic Outlook 2004/2005

See listing above.

Aid Activities in Africa 2003 (CRS)

ISBN: 92-64-00806-3

20-Apr-2005, 416 pages
$38, £20, ¥4,000

http://new.SourceOECD.org/10238875

Publications listed on these pages

are available at subscribing
institutions via our online service,

SourceOECD, at the URL listed.

If your institution is not a
subscriber, ask your librarian to
subscribe today!

These publications are also
available through the new
OECD Online Bookshop at:

www.oecd.org/bookshop.

Security System Reform and Governance
DAC Guidelines and Reference Series.

Underlines the positive role that integrated
reform of a country's security system canplay in
stabilising fragile, conflict-prone or conflict-
affected states.

ISBN: 92-64-00786-5

24-May-2005, 144 pages
$39, £20, ¥4,000

http://new.SourceOECD.org/9264007865

Environmental Fiscal Reform for

Poverty Reduction
DAC Guidelines and Reference Series.

Outlines key issues for developing countries
when designing taxation and pricing measures
which raise revenues while furthering
environmental goals.
ISBN: 92-64-00868-3

4-May-2005, 84 pages
$29, £16, ¥3,200

http://new.SourceOECD.org/9264008683

EDUCATION

School Factors Related to Quality
and Equity: Results from PISA 2000
Examines the effects of the school attended,

school climate, school policies, and school
resources on quality and equity.
ISBN: 92-64-00818-7

ll-Apr-2005, 160 pages
$34, £17, ¥3,400

http://new.SourceOECD.org/9264008187

From Education to Work: A Difficult

Transition for Young Adults with
Low Levels of Education

Examines the effects of gender, family
background, immigrant status and other factors.
ISBN: 92-64-00918-3

30-May-2005, 100 pages
$29, £16, ¥3,200

http://new.SourceOECD.org/9264009183

EMPLOYMENT

Ageing and Employment Policies:
United States

ISBN: 92-64-00959-0

28-Apr-2005, 196 pages
$29, £16, ¥3,200

http://new.SourceOECD.org/9264009590
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Babies and Bosses - Reconciling Work
and Family Life, Volume 4: Canada,
Finland, Sweden, and the UK
ISBN: 92-64-00928-0

24-May-2005, 280 pages
$38, £20, ¥3,900

http://new.SourceOECD.org/9264009280

«.

BTJ

Culture and Local Development
Highlights the impact of culture on local
economies and shows how policies can foster
culture as a lever for economic development in
terms of partnerships, tax relief, and other
innovative instruments.

ISBN: 92-64-00990-6

28-Apr-2005, 200 pages
$39, £20, ¥4,000

http://new.SourceOECD.org/9264009906

ENERGY

Saving Oil in a Hurry: Demand Restraint
in the Transport Sector
Examines better ways to handle market volatility
and supply disruptions.
ISBN: 92-64-10941-2

15-Apr-2005, 192 pages
$94, £52, ¥9,600

http://new.SourceOECD.org/9264109412

Energy Policies of IEA Countries:
Turkey 2004 Review
Provides a comprehensive overview of Turkey's
policies related to energy markets, energy
efficiency, and environmental impacts of energy
usage. Separate chapters examine developments
regarding oil, natural gas, and electricity and
renewables.

ISBN: 92-64-10927-7

19-Apr-2005, 184 pages
$98, £50, ¥10,000

http://new.SourceOECD.org/9264109277

NUCLEAR ENERGY

Nuclear Energy Data 2005
The OECD Nuclear Energy Agency's annual

report on nuclear electricity generation,
generation capacity, and fuel cycle.
ISBN: 92-64-01100-5

31-May-2005, 100 pages
$29, £16, ¥3,200

http://new.SourceOECD.org/9264011005

Shielding Aspects of Accelerators,
Targets and Irradiation Facilities - SATIF 7
ISBN: 92-64-01042-4

18-May-2005, 260 pages
$91, £47, ¥9,400

http://new.SourceOECD.org/9264010005

ENVIRONMENT & SUSTAINABLE

DEVELOPMENT

OECD Environmental Data

Compendium 2004
Provides data on the state of air and climate,

water, land, forests, wildlife, waste, and risks as

well as data on pressures on the environment
made by energy use, transport, industry, and
agriculture.
ISBN: 92-64-00798-9

19-Apr-2005, 324 pages
$104, £54, ¥10,700

http://new.SourceOECD.org/9264007989

Sign up for our free e-mail

alerting service and for various

e-newsletters, including our

monthly What's New @ OECD

at www.oecd.org/oecddirect.

Environmental Management in Eastern
Europe, Caucasus, and Central Asia
Systematically examines environmental policies,
pollution prevention and control, natural
resources management, financial resources for
the environment, and environmental information

and public awareness; and co-operation on
transboundary issues.
ISBN: 92-64-00898-5

20-Apr-2005, 96 pages
$29, £16, ¥3,200

http://new.SourceOECD.org/9264008985

Environmental Performance Reviews: France

ISBN: 92-64-00912-4

13-Jul-2005, 210 pages
$59, £30, ¥6,000

http://new.SourceOECD.org/9264009124

Environmental Performance Reviews:

Chile

ISBN: 92-64-00967-1

20-May-2005, 230 pages
S59, £30, ¥6,000

http://new.SourceOECD.org/9264009671

FINANCE AND INVESTMENT /

INSURANCE AND PENSIONS

OECD Pensions at a Glance:

Public Policies Across OECD Countries,
2005 Edition

See listing under Highlights.

Private Pensions: OECD Classification

and Glossary
ISBN: 92-64-01699-6

27-Apr-2005, 130 pages
$38, £21, ¥3,800

http://new.SourceOECD.org/9264016996

Catastrophic Risks and Insurance
Presents various alternatives for handling losses
caused by natural disasters such as earthquakes,
hurricanes, floods, droughts and landslides and
also from industrial and technological risks, such
as those that stem from the use of nuclear energy,
which result from human actions.

ISBN: 92-64-00994-9

15-Jul-2005, 312 pages
$91, £47, ¥9,400

http://new.SourceOECD.org/9264009949

GOVERNANCE

DGovernance in China

In order for China's growth to remain
sustainable, governance in such areas as regional
policy, intellectual property rights, regulation,
taxation, and fighting corruption will need to be
reformed. This major study addresses the full
range of governance issues faced by China.
ISBN: 92-64-01837-9

13-May-2005, 350 pages
$77, £40, ¥7,900

http://new.SourceOECD.org/9264018379

Advances in Risk Management of
Government Debt

ISBN: 92-64-10441-0

24-Jun-2005, 240 pages
$65, £34, ¥6,700

http://new.SourceOECD.org/9264104410

Comparative Report on Corporate
Governance of State-Owned Enterprises
ISBN: 92-64-00942-6

30-Jun-2005, 155 pages
$46, £24, ¥4,700

http://new.SourceOECD.org/9264009426
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Building Competitive Regions:
Strategies and Governance
ISBN: 92-64-00946-9

22-Jun-2005, 100 pages
$39, £20, ¥4,000

http://new.SourceOECD.org/9264009469

Performance-Related Pay Policies for
Government Employees
An overview of policies that explores paths taken
by various countries over the past two decades
and evaluates outcomes.

ISBN: 92-64-00753-9

20-May-2005, 150 pages
$52, £27, ¥5,300

http://new.SourceOECD.org/9264007539

OECD Territorial Reviews: Japan
Reviews reform in territorial planning, regional
economic policy, urban policy, rural
development, and administrative and fiscal
decentralisation.

ISBN: 92-64-00888-8

17-May-2005, 130 pages
$46, £24, ¥4,700

http://new.SourceOECD.org/9264008888

Managing Conflict of Interest in
the Public Sector: A Toolkit

This Toolkit provides non-technical, practical
help to enable officials to recognise problematic
situations and help them to ensure that integrity
and reputation are not compromised.
ISBN: 92-64-01822-0

13-Jun-2005, 95 pages
$29, £16, ¥3,200

http://new.SourceOECD.org/9264018220

SCIENCE & TECHNOLOGY

SOCIAL ISSUES / MIGRATION /

HEALTH

Space 2030: Tackling Society's
Challenges
Explores the contributions technology developed
for space can make to solving growing societal
challenges in such areas as increased mobility
and security.
ISBN: 92-64-00832-2

23-May-2005, 200 pages
$46, £24 ¥4,700

http://new.SourceOECD.org/9264008322

OECD Communications Outlook 2005

Provides an extensive range of performance
indicators for various types of communications
networks. Also see the related OECD

Telecommunications Database.

ISBN: 92-64-00950-7

7-Jul-2005, 280 pages
$98, £50, ¥10,000

http://new.SourceOECD.org/9264009507

OECD Health Data 2005

OECD's comprehensive, interactive database of
comparative statistics on the health systems of
OECD countries.

ISBN: 92-64-00876-4

23-May-2005, CD-ROM
$423, £219, ¥43,600

http://new.SourceOECD.org/database/16836243/
healthdata

You can now do full-text

searching through all OECD
publications from 1998
onwards on both our online

service, SourceOECD

(new.SourceOECD.org), and on
the advanced search screen of our

new OECD Online Bookshop.

Long-Term Care for Older People
Reports on the latest trends in long-term care in
OECD countries and the lessons learned from

recent reforms. Includes country profiles of long-
term care systems.
ISBN: 92-64-00848-9

10-Jun-2005, 140 pages
$39, £20, ¥4,000

http://new.SourceOECD.org/9264008489

Babies and Bosses - Reconciling
Work and Family Life, Volume 4: Canada,
Finland, Sweden, and the United Kingdom
Presents comparative studies of work and family
reconciliation policies.
ISBN: 92-64-00928-0

24-May-2005, 280 pages
$38, £20, ¥3,900

http://new.SourceOECD.org/9264009280

OECD Reviews of Health Systems:
Mexico

ISBN: 92-64-00892-6

17-May-2005, 95 pages
$29, £16, ¥3,200

http://new.SourceOECD.org/9264008926

Ageing and Employment Policies:
Australia

Surveys the main barriers to employment for
older workers, assesses the adequacy and
effectiveness of existing measures to overcome

these barriers and presents a set of policy
recommendations.

ISBN: 92-64-00971-X

31-May-2005, 180 pages
$29, £16, ¥3,200

http://new.SourceOECD.org/926400971X

TAXATION

Model Tax Convention on Income and

Capital: electronic version
This electronic version of the OECD Model Tax

Convention enable users to easily navigate
between Articles, Commentaries and other

elements of the convention; to append notes
to each paragraph of the Convention; to cut
and paste text; to do full-text searches; and to
print from the Convention. The notes feature
requires download of this file and installation
on a local PC.

ISBN: 92-64-00936-1

15-May-2005, Software
$124, £64 ¥12,700

Licenses for multiple downloads also available.

TRANSPORT

Making Cars More Fuel Efficient
A European Conference of Ministers of Transport
report that presents an analysis of technologies
available that could improve automobile
fuel economy and reduce CO2 emissions at
modest cost.

ISBN: 92-821-0343-9

19-Apr-2005, 84 pages
$29, £16, ¥3,200

http://new.SourceOECD.org/9282103439

FORTHCOMING

OECD Agricultural Outlook 2005-2014
This is the first edition being done in
conjunction with the FAO.

A list of OECD publications
distributors and booksellers in

your country is available on our
main web site,

www.oecd . org/publ is rnng/distributors.
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Agricultural Policies in OECD Countries
Includes the latest information available on

agricultural subsidies.

OECD E-Government Studies: Mexico

OECD E-Government Studies: Norway

E-Learning in Tertiary Education

OECD Employment Outlook 2005

Students with Disabilities iearning
Difficulties and Disadvantages

Modernising Government
An excellent cross-country survey on what
countries are doing to modernise there
governments.

Promoting Adult Learning

Regions at a Glance
Expands and updates information on regions
within OECD countries first published in the
OECD Territorial Outlook of 2001.

OECD Science, Technology, and Industry
Scoreboard 2005

OECD Small and Medium Enterprise and
Entrepreneurial Outlook

Statistics, Knowledge and Policy

OECD Telecommunications Database

Terrorism Insurance: OECD Outlook

Trade and Structural Adjustment: Embracing
Globalisation

An important and detailed economic analysis
presented at the OECD Ministerial held in May
2005.

RECENT PERIODICAL ISSUES

Creditor Reporting System on Aid Activities
http://new.SourceOECD.org/10238875

DAC Journal

http://new.SourceOECD.org/15633152

Economic Policy Reforms
http://new.SourceOECD.org/18 1 327 1 5

Energy Prices and Taxes
http://new.SourceOECD.org/02562332

Financial Market Trends

http://new.SourceOECD.org/0378651X

Higher Education Management and Policy
http://new.SourceOECD.org/16823451

International Trade by Commodity Statistics
http://new.SourceOECD.org/10288376

Journal of Business Cycle Measurement and
Analysis
http://new.SourceOECD.org/17293618

Latest OECD

Policy Briefs

Free online at www.oecd.org

Economic briefs on Surveys of France,
Sweden, Austria, Italy, and Spain

Helping Workers to Navigate In
"Globalised" Labour Markets

From Unemployment to Work

Intellectual Property and Competition
Policy in The Biotechnology Industry

Preserving Biodiversity and Promoting
Biosafety

Paying for Performance: Policies for
Government Employees

Public Sector Modernisation: Modernising
Accountability and Control

Policy Coherence towards East Asia:

Development Challenges for OECD
Countries

Solving the Pensions Puzzle

Combating Poverty and Exclusion through
Work

Ensuring Quality Long-Term Care for
Older People

Main Economic Indicators

http://new.SourceOECD.org/04745523

Main Science and Technology Indicators
http://new.SourceOECD.org/1011792X

Monthly Statistics of International Trade
http://new.SourceOECD.org/16070623

NEA News

http://new.SourceOECD.org/16059581

Nuclear Law Bulletin

http://new.SourceOECD.org/0304341X

OECD Economic Oitlook

Preliminary edition released 24-May-2005
http://new.SourceOECD.org/04745574

OECD Economic Studies

http://new.SourceOECD.org/02550822

OECD Economic Surveys
http://new.SourceOECD.org/03766438

OECD Journal on Budgeting
http://new.SourceOECD.org/16087143

OECD Journal on Competition Law and
Policy
http://new.SourceOECD.org/15607771

OECD Observer

http://new.SourceOECD.org/00297054

Oil, Gas, Coal, and Electricity: Quarterly
Statistics

http://new.SourceOECD.org/10259988

PEB Exchange
http://new.SourceOECD.org/10189327

Quarterly National Accounts
http://new.SourceOECD.org/02577801

RECENTLY UPDATED DATABASES

Economic Accounts for Agriculture
http://new.SourceOECD.org/16081056

Main Economic Indicators

http://new.SourceOECD.org/16081234

Monthly Statistics of International Trade
http://new.SourceOECD.org/16081226

National Accounts

http://new.SourceOECD.org/16081188

OECD Economic Outlook Statistics and

Projections
http://new.SourceOECD.org/16081153

Health Data 2005,

http://new.SourceOECD.org/database/16836243/
healthdata

OECD Telecommunications Database 2005

http://new.SourceOECD.org/16081315

Quarterly National Accounts
http://new.SourceOECD.org/16081188

STAN Structural Analysis Database
http://new.SourceOECD.org/16081307

The new OECD Online Bookshop
now also accepts American Express
in addition to MasterCard and Visa.

Through the new OECD Online

Bookshop, you can order print
versions of publications as well as
PDF versions which are available

for quick download.
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This is where

we'll find our

future energy

sources.

In the open mind,

Perhaps it'll be the wind.

Perhaps the waves. Or perhaps it'll be

something that no one has thought of

yet. The only thing that's certain is

that a viable society is dependent on

a stable energy supply. Hydro is a

Fortune 500 energy and aluminium

supplier founded in 1905, with 36,000

employees in nearly 40 countries. We

are a leading offshore producer of oil

and gas, the world's third-largest

integrated aluminium supplier and

a pioneer in renewable energy and

energy-efficient solutions. As we look

forward to our next 100 years, we

celebrate a century of creating value

by strengthening the viability of the

customers and communities we serve.
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OECD in graphs

Health warning
The US was the highest per capita drug spender in

2003, at more than US$700 per person, followed
by France at just over $600, and Canada and Italy

at about $500 each. At the other end of the scale, both

Mexico and Turkey spent around a third of the OECD
average. Spending on drugs-which does not include
those pharmaceuticals consumed in hospitals-now
accounts for around 18% of all spending on health. This
share tops 20% in France, Spain and Italy.

Spending on pharmaceuticals is rising in OECD
countries, according to the latest edition of OECD Health
Data. In 2003, drug spending topped more than

$450 billion-up by nearly a third in real terms on
average since 1998. In fact, with the emergence of new
and revolutionary drugs, the increase in pharmaceutical
spending has outpaced total health expenditure in most OECD
countries-in the US and Australia spending on drugs grew more
than twice as fast as total health expenditure between 1998
and 2003.

Drug spending
Per capita, public and private spending, 2003

US$ PPP

700
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400

300

Private
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s m 1
0) £J

ill i
I * S &

PPP=purchasing power parities

2000: Turkey.

2002: Australia, Austria, Hungary, Ireland, Japan, tuxembourg, Sweden.

Source: OECD Heath Data 2005

the rise. Public coverage of spending on drugs is lowest as a
proportion of total spending in the US, Canada and Mexico.

Some 60% of spending on drugs is paid for by the public purse,
and OECD countries have adopted a mix of tools to try to contain

OECD Health Data 2005 is available in a multilingual version on CD-ROM and

on SourceOECD. For more information, visit www.oecd.org/health/healthdata.

China steels the show

World steel production has grown at just under 2% per
year-more than twice the rate of growth for the OECD
as a whole-from 1990 to 2003. Expenence within the

OECD has been mixed with falling production in several countries,
especially the Czech Republic, Poland and the UK, and strong
growth in Korea, Mexico and Turkey and, from a low base, in
Austria and Finland.

Among the non-OECD countnes, steel production in China has
been growing at nearly 10% per year, at 6% in India and over
3% in Brazil. In Ukraine, however, steel production has fallen over
the period and in Russia the annual growth has been less than
0.5%. By the end of 2003, China had become by far the largest
steel producer. Its production in 2003 of just under 200 million
tonnes was nearly twice that of the second country, Japan. The next
largest producers were Korea, Germany and the US.

According to the OECD Factbook 2005, in 1990, while the EU
produced just over 132 million tonnes of steel compared to
144 million tonnes in 2003, over the same period China went from
52.3 million tonnes to 196.7 million tonnes, which is almost a

quarter of the total world production of 844.4 million tonnes.

For information on OECD work on steel, see www.oecd.org/sti/steel.

Steel trends

Output, million tonnes, product equivalent (Mtpe)
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Source: OECD Factbook 2005
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Indicators

% change from:

previous

period
previous

year

current

period
same period

last year

Australia Gross domestic product Ql 05 0.70 1.90 Current balance Ql 05 -12.16 -9.32

Leading indicator Mar. 05 -0.50 1.20 Unemployment rate May 05 5.10 5.50

mmm Consumer price index Ql 05 0.70 2.40 Interest rate May 05 5.68 5.51

Austria Gross domestic product Q4 04 0.30 2.40 Current balance Q4 04 0.30 -0.28

^^^^ Leading indicator Apr. 05 0.50 4.60 Unemployment rate Apr. 05 4.60 4.50

Consumer price index Apr. 05 -0.30 2.60 Interest rate * *

Belgium Gross domestic product Ql 05 0.00 1.80 Current balance Q4 04 3.54 4.08

| Leading indicator Apr. 05 -1.00 -2.40 Unemployment rate Apr. 05 8.00 7.70

Consumer price index May 05 0.10 2.50 Interest rate * *

C anada Gross domestic product Ql 05 0.60 3.30 Current balance Ql 05 3.26 5.07

1*1 Leading indicator Apr. 05 -0.50 -2.80 Unemployment rate Apr. 05 6.80 7.20

PI Consumer price index Apr. 05 0.30 2.40 Interest rate May 05 2.59 2.07

Czech Republic Gross domestic product Q4 04 1.00 4.20 Current balance Ql 05 -0.20 -1.15

|^ j Leading indicator Unemployment rate Apr. 05 8.20 8.40

Consumer price index Apr. 05 0.10 1.60 Interest rate May 05 1.78 2.16

Denmark Gross domestic product Ql 05 0.10 1.90 Current balance Q4 04 1.37 1.62

hh Leading indicator Apr. 05 0.10 7.50 Unemployment rate Apr. 05 4.90 5.50

Consumer price index Apr. 05 0.50 1.80 Interest rate May 05 2.12 2.15

1 "i il.nul Gross domestic product

Leading indicator

Q4 04

Apr. 05

0.60

-0.30

3.60

0.90

Current balance

Unemployment rate

Mar. 05

Apr. 05

0.73

8.60

0.44

9.00J	
Consumer price index Apr. 05 0.30 1.20 Interest rate * *

France Gross domestic product Ql 05 0.20 1.70 Current balance Mar. 05 -2.19 -0.79

Leading indicator Apr. 05 -0.80 0.80 Unemployment rate Apr. 05 9.80 9.60

m m Consumer price index Apr. 05 0.20 1.80 Interest rate * *

Germany Gross domestic product Ql 05 1.00 1.10 Current balance Ql 05 31.54 25.64

^ Leading indicator Apr. 05 -0.40 -0.60 Unemployment rate Apr. 05 10.00 9.50

Consumer price index Apr. 05 0.10 1.60 Interest rate * *

Greece Gross domestic product Ql 05 2.50 3.60 Current balance Mar. 05 -2.56 -1.32

Leading indicator

Consumer price index

Apr. 05

Apr. 05

-0.40

0.70

-2.50

3.40

Unemployment rate

Interest rate

Dec. 04 10.20

*

9.80

~»-~~~El

Hungary Gross domestic product Q4 04 3.10 3.80 Current balance Q4 04 -1.78 -1.94

^^^ Leading indicator Unemployment rate Apr. 05 6.30 5.80

Consumer price index Apr. 05 0.70 3.90 Interest rate May 05 7.41 11.40

Iceland Gross domestic product

Leading indicator

Consumer price index

Q4 04

May 05

1.80

-0.50

3.80

2.90

Current balance

Unemployment rate

Interest rate

Ql 05

Apr. 05

Apr. 05

-0.54

2.00

8.85

-0.22

3.00

5.28

Ireland Gross domestic product Q4 04 2.00 2.70 Current balance Q4 04 0.31 -0.55

1 Leading indicator Apr. 05 1.90 15.20 Unemployment rate Apr. 05 4.20 4.60

1 Consumer price index Apr. 05 0.50 2.20 Interest rate * *

Italy Gross domestic product Ql 05 -0.50 -0.20 Current balance Dec. 04 -3.62 -1.75

Leading indicator Apr. 05 -0.20 -1.50 Unemployment rate Dec. 04 8.00 8.20

m m Consumer price index May 05 0.30 1.90 Interest rate * *

la ?an Gross domestic product

Leading indicator

Ql 05

Apr. 05

1.30

-0.20

0.80

-0.40

Current balance

Unemployment rate

Mar. 05

Apr. 05

13.04

4.40

13.47

4.70

Consumer price index Apr. 05 0.20 0.00 Interest rate Apr. 05 0.03 0.02

K ire a Gross domestic product

Leading indicator

Ql 05 0.40 2.70 Current balance

Unemployment rate

Apr. 05

Apr. 05

0.10

3.60

2.13

3.40

Consumer price index May 05 -0.20 3.10 Interest rate Apr. 05 3.50 3.90
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Ind icators

% change from: lei el:

previous

period
previous

year

current

period
same period

last year

Luxembourg Gross domestic product 2003 2.10 Current balance Q4 04 0.97 0.87

Leading indicator Apr. 05 -1.60 -3.80 Unemployment rate Apr. 05 4.60 4.20

Consumer price index May 05 0.10 2.40 Interest rate * *

Mexico Gross domestic product Q4 04 1.40 4.90 Current balance Ql 05 -3.22 -2.16

1*1 Leading indicator Apr. 05 2.20 4.90 Unemployment rate Feb. 05 3.90 3.80

Consumer price index Apr. 05 0.40 4.60 Interest rate May 05 9.92 7.08

Netherlands Gross domestic product Ql 05 -0.10 0.10 Current balance Ql 05 17.28 4.06

Leading indicator Apr. 05 0.00 1.40 Unemployment rate Apr. 05 5.00 4.60

Consumer price index Apr. 05 0.10 1.50 Interest rate * *

New Zealand Gross domestic product Q4 04 0.60 3.60 Current balance Q4 04 -1.76 -0.80

rZZ^ Leading indicator Unemployment rate Ql 05 3.90 4.20

WÊÊÊÊ Consumer price index Ql 05 0.40 2.80 Interest rate May 05 7.05 5.90

Norway Gross domestic product Q4 04 1.50 2.90 Current balance Q4 04 9.65 7.27

II Leading indicator

Consumer price index

Apr. 05

Apr. 05

1.00

0.50

10.40

1.30

Unemployment rate

Interest rate

Mar. 05

May 05

4.60

2.08

4.30

1 99

Poland Gross domestic product Ql 05 -10.70 3.80 Current balance Mar. 05 0.35 -0.42

Leading indicator Unemployment rate Apr. 05 17.90 19.00

Consumer price index Apr. 05 0.40 3.20 Interest rate May 05 5.44 6.00

P( irtugal Gross domestic product

Leading indicator

Q4 04

Apr. 05

-0.30

0.20

0.60

3.00

Current balance

Unemployment rate

Mar. 05

Apr. 05

-1.27

7.20

-0.66

6.50

Consumer price index Apr. 05 0.70 2.10 Interest rate * *

Slovak Repuh ic Gross domestic product Q4 04 -1.40 5.80 Current balance Q4 04 -0.19 0.21

tm
Leading indicator Unemployment rate Apr. 05 15.60 18.70

Consumer price index Apr. 05 0.20 2.70 Interest rate Apr. 05 7.14 7.45

Spain Gross domestic product Ql 05 0.90 3.30 Current balance Feb. 05 -4.63 -2.72

^^ Leading indicator Apr. 05 0.60 2.00 Unemployment rate Apr. 05 10.00 11.20

Consumer price index Apr. 05 1.40 3.50 Interest rate * *

Sweden Gross domestic product Q4 04 0.30 2.60 Current balance Ql 05 7.35 6.33

E Leading indicator Mar. 05 -0.10 4.10 Unemployment rate Mar. 05 6.30 6.30

MMÊM Consumer price index Apr. 05 0.10 0.30 Interest rate May 05 1.90 1.99

Switzerland Gross domestic product Ql 05 0.00 0.80 Current balance Q4 04 8.99 12.30

n Leading indicator Apr. 05 0.40 1.50 Unemployment rate Ql 05 4.30 4.40

u Consumer price index May 05 -0.10 1.10 Interest rate Apr. 05 0.76 0.27

Turkey Gross domestic product Q4 04 -20.80 6.30 Current balance Ql 05 -4.38 -4.09

B Leading indicator Apr. 05 -0.50 2.50 Unemployment rate Q2 05 11.70 9.30

Consumer price index May 05 1.10 10.00 Interest rate Apr 05 14.87 21.57

United Kingdc>m Gross domestic product

Leading indicator

Ql 05

Apr. 05

0.50

-0.50

2.70

-1.90

Current balance

Unemployment rate

Q4 04

Feb. 05

-9.41

4.50

-10.61

4.70^JL^f
^ir^s Consumer price index Apr. 05 0.60 3.20 Interest rate Apr. 05 4.88 4.33

U litcd States Gross domestic product

Leading indicator

Consumer price index

Ql 05

Apr. 05

Apr. 05

0.90

-0.60

0.70

3.70

-0.80

3.50

Current balance

Unemployment rate

Interest rate

Q4 04

May 05

Apr. 05

187.90

5.10

3.09

-126.96

5.60

1.08

Eliro area Gross domestic product

Leading indicator

Ql 05

Apr. 05

0.50

-0.20

1.30

0.50

Current balance

Unemployment rate

Mar. 05

Apr. 05

3.02

8.90

6.27

8.90

Consumer price index Apr. 05 0.40 2.10 Interest rate May 05 2.13 209

Definitions and noi

Gross Domestic Pro

Republic and Turke)
activity (qualiiative o

etc.), which signals
Consumer Price Ind

luct: Volume series; seasonally adjusted except for Hungary, Iceland, Poland, Slovak
; Leading Indicators: A composite indicator based on other indicators of economic

anions on production or employment, housing permits, financial or monetary series,

cyclical movements in industrial production from six to nine months in advance;
'x: Measures changes in average retail prices of a fixed basket of goods and services;

Current Be

Onemployn
Iceland, Ko

* refer to Et

Source: Matt

lance: US$ billion; seasonally adjusted except for Greece, Ireland and the Netherlands;
ent Rate: % of civilian labour force - standardised unemployment rate; national definitions for

rea, Mexico and Turkey; seasonally adjusted, except for Turkey; Interest Rate: Three months,
iro zone. .. =not available.

Economic Indicators, June 2005
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Get width it

Beyond the haves and have-nots of
mobile handsets, PCs or hand-held

IT devices, there is a deeper, and
perhaps more debilitating, layer to the
digital divide. And that is the availability
(or lack) of basic network infrastructure
in low-income economies. Bandwidth is

the key, since broader bands can
accommodate more information than

conventional dial-up services. Though
users in poorer countries may (and often
do) have basic IT skills, these will be

under-employed without accessible and
affordable connectivity. In fact, without
broadband, access to knowledge networks
and other services is limited, while some

types of digital information, such as
complex imagery for medicine, might not
be handled at all.

The bandwidth gap is wide. The total
population of Liberia must share an
international Internet connection of

Swaziland

Solomon Islands

Sierra Leone

Niger

Chad

Turkmenistan

Comoros

Liberia

Guinea Bissau

Denmark

(single residential user)

Internet bandwidth, kbit/s, 2003
Selected economies

1000

kbit/s

Source: Communications Outlook 2005

256 kbit/s (kilobits per second), the
equivalent of just one baseline residential
broadband connection in the OECD.

A single Danish resident has more
bandwidth than the whole of Guinea

Bissau, Liberia, Comoros, Turkmenistan,

Chad and Niger combined. And a
single 100 Mbit/s broadband user in
Japan has access to as much international
connectivity as the 45 countries
with the lowest international

connectivity combined.

Possible windfall?

The development of wind power has accelerated in recent
years, thanks to lower costs and better technology: Within
the 19 countries participating in wind energy projects in

the International Energy Agency (IEA), a sister organisation of
the OECD, wind energy has now seen an average growth rate of
28% over the last nine years. According to the latest IEA Wind
annual report, at end-2004, total wind capacity reached 47.9 GW
Strong growth was recorded in Australia, Finland, Ireland,
Japan, New Zealand, Portugal and Switzerland. However, in
terms of generating capacity, Germany produced more wind
power than any other country, and twice as much as Spain in
second place.

Globally, it is estimated that approximately 92 TWh (Terawatt
hours) of electricity were generated from wind in 2004, nearly
as much as the total electricity used by Portugal and Greece
combined.

So, is wind an energy force of the future? Overall, it only
produces a small percentage of electricity supply in OECD-IEA
countries, with half of 1% of the total in 2001. And while it has

grown sharply in countries like Ireland, it still only represents
some 2.5% of total generation there. On the other hand, in
Denmark, wind energy accounts for some 20% of electricity

Top 10 wind power markets 2004
Total installed capacity

Portugal 1 %

UK 2% I Other 6%

Japan 2%_

Netherlands 3%

Italy 3%

Germany 40%

Source: IEA Wind Annual Report 2004
Spain 20%

generation, suggesting more growth ahead. Meanwhile, wind is
not just about large turbines and so-called wind farms. It has
been highlighted by some governments, including the UK in
June, as a source of micro-power generation whereby small
turbines on rooftops or located in private gardens would not
just increase autonomy, but produce enough surplus capacity to
be sold back into the main grid.

See www.ieawind.org.
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European
Patent Office

Patents are a driving force in the social and economic

progress of society. In the global economy, national markets and

societies are increasingly interconnected. The liberalisation

of markets leads to a breakdown of market barriers for products,

making it more and more important for firms to protect their

innovations beyond their own national borders.

The European Patent Office (EPO) offers the world's largest system

for cross-border protection of innovations. European patents

cover up to 36 countries, reaching a market of more than

540 million people.

The EPO acts as guardian of the innovation process in Europe and

beyond. For investors and innovators from all over the world,

European patents have become a pillar in their business strategy.

The EPO grants patents for inventions in ail fields of

technology, rewarding innovative solutions to technical

problems with a strong protection right. With more than

6 000 staff, including 4 300 highly trained scientists and engineers,

the EPO is dedicated to supporting innovation and the competitive¬

ness of enterprises.

European patents are a key protection instrument for the

knowledge economy, where innovation and technical change act

as catalysts for economic growth. A rising demand for patent

protection testifies to an increasing need for enterprises to have

their intellectual capital protected. The EPO has aligned its

patenting practice to the task of efficiently supporting the

needs of its customers and society at large in the emerging

knowledge economy.

European Patent Office (EPO)

Munich headquarters
Erhardtstr. 27

80331 Munich

Germany
Tel.: (+49-89) 2399-0

Fax: (+49-89) 2399-4560

www.epo.org
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TNI is redefining limits, going
beyond possibilities . . . emerging
as the leading investment bank in
the region and aspiring to become
a global leader.

With a distinguished track-record of
profitability and some of the leading
awards for excellence in the

industry, TNI stands reliable and
steadfast as a beacon of expertise,
performance and value.
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