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Higher education is a cornerstone of

knowledge societies and it is expanding.

How to deliver the necessary funding
needed to improve quality and
governance, and be able to compete
internationally were key questions at the
2006 OECD education ministerial

meeting, chaired by the government
of Greece in Athens in June. As

Secretary-General Angel Gurria put it to

ministers, there is no escaping change,
since modern academy is vastly different
in size, scope, and economic-

significance from its ancient predecessor.

See the Chair's conclusions, page 20. See
also interview with Bill Rammell MP,

page 8.
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EDITORIAL

1 Looking ahead
M Angel Gurria, Secretary-General of the OECD

I
t is a great honour to have been given the mandate to lead the
OECD following Donald Johnston's great legacy.

We are facing a number of pressing challenges, of which 1 will
mention just a few. Starting with the global economy, 1 would note
that although the economic outlook for this and next year is rather

positive, there is no room lor complacency.

Current account imbalances have reached unprecedented levels.

Although they have not yet caused great disruptions, it is clear that

they can not continue indefinitely.

Growing demand and limited supply suggest that energy prices are
not going to come down drastically any time soon.

Another pressing challenge is that economic convergence among
member countries has halted or even reversed. There are great
differences in economic performance throughout the OECD, and we

must work together to close these gaps, not only in terms of growth
rates, but also in terms of productivity and living standards.

We are confronted with the ageing of our populations and this in
turn raises the importance of pensions and healthcare infrastructure.

Moreover, when coupled with slowing or negative population
growth it produces a need for enlightened migration and integration

policies.

We have all seen the emergence of questionable criteria which

restrict foreign direct investment even among OECD countries. We

have to practice what we preach. Otherwise we will not be credible

and we will lose our authority.

Finally, trade negotiations have made little progress. We risk
missing the opportunity to open our markets further and to reap
the benefits of trade. It is also the case that lack of progress may

rekindle protectionist pressures.

The OECD is ideally placed to help us find answers to all these
challenges. We need to build on our experience of working

together to build strong, resilient economies. We can profit from
our strong co-operation to move into new areas where 1 think we
can also have a significant impact.

Reducing economic disparities and combating poverty is one of
them. As established in our founding convention, this is a duty
we must address not only for our member countries, but for the
rest of the world. Poverty is the ultimate systemic threat. We
must address it for ethical, moral and also for purely economic
reasons.

Investment in human capital constitutes a strong pillar in this

endeavour. Not only through better education and better job
opportunities, but also through better quality of life and better
health. Health must become one of our new priorities.

I have witnessed the impact that access to clean water can have on
the poorest. In fact, advancing on the issue of water will help to
move forward on almost all the Millennium Development Goals.

Like poverty, it will require close collaboration between several of
the OECD areas of expertise.

There is also the very real and very pressing issue of climate change,
already rather visible in its consequences.

Finally, the energy challenge of dealing with oil at $70 per barrel, its
impact on growth and inflation, possible alternatives (including
nuclear energy) and a better balance between oil supply and
demand should be the focus of our attention and that of our sister

organisations, the IEA and the NEA.

Our governments are committed to undertaking structural reforms

to strengthen growth, employment and public finances.

Implementing such reforms is not an easy task. There are several
elements that inhibit their successful conclusion. Also, the results of

reform usually materialise over the medium to long term, and do
not have regard for political calendars.

The OECD should speak convincingly and loudly about the benefits
of reform, while bearing in mind that there should be some

compensatory mechanisms for those adversely affected by reform.
The organisation is certainly well equipped to provide and
disseminate such policy alternatives-adjusted to each country's
specific circumstances-based on the shared experiences of our
30 democracies.

To achieve all this, we need a clear and strong mandate from our

member governments: to be at the centre of the globalisation
process, and to co-ordinate closely with the other international

organisations to avoid duplication, unnecessary competition and
waste of resources. A mandate for relevance.

The question of non-members is therefore key. How to engage
them? How to expand the scope of the OECD so that it remains

relevant in the years to come?

There have been welcome advances with respect to the governance

of the organisation. We are now ready to discuss the financial

implications of enlargement. Once that has been resolved, we must

determine whether potential members meet the necessary
conditions lor accession and whether we should start the process
that would lead to accession.

It is important to deliver a clear message to potential members. This
is the best way to encourage them to adopt OECD best practices.
We also have to find ways to strengthen our engagement with other
countries which are not necessarily on the accession path.

I want to thank all those who have entrusted me with the future of

this exemplary organisation. With the support of the Council and

that of the OECD's dedicated and talented staff, I will do my utmost
to continue its tradition of excellence, and build on its considerable

authority and prestige.

This article is aaapted from Mr Gurria's speech on the occasion of the handover
ceremony at the OECD Council Meeting at Ministerial Level, May 24 2006.
The unabridgea version is available at www.oecd.org/secretarygeneral
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Unhealthy
costs

Health spending continues to
rise in OECD countries and,

if current trends continue,

governments will have to raise taxes,
cut spending elsewhere or make
people pay more out of their own
pockets if they are to maintain their
existing healthcare systems, new
OECD data indicate.

According to OECD Health Data
2006, now out, health spending has
grown faster than GDP in every
OECD country except Finland
between 1990 and 2004. It

accounted for 7% of GDP on average
across OECD countries in 1990 but

reached 8.9% in 2004, up from 8.8%
in 2003.

In many OECD countries, most
healthcare costs are financed through
taxes, with 73% of health spending
on average publicly funded in 2004.
The share of health spending in GDP
is set to increase further, reflecting

costly new medical technologies and
population ageing.

Although the public share of health
spending has eased back in countries
such as Poland, Hungary and the
Czech Republic, it has risen in Korea,
Mexico, Switzerland and the US. In

Korea, for example, the public share
of health spending rose from 38% in
t990 to just over 50% in 2004, and
in the US, from 40% to 45% over the

same period. Although the private
sector in the US continues to play

the dominant role in financing,
public spending on health per capita

is still greater than in most other
OECD countries.

OECD Health Data 2006 provides a

comprehensive database of
comparable health statistics with
more than 1,200 indicators.

See www.oecd.org/health.

Growth to

moderate?
Leading indicator

Trend restored CLI, annualised 6-month rate

of change, %

-20

Source: OECD

The latest OECD composite

leading indicators to May point
to improved performances in
the euro area and Japan, but a

weakening performance in
Canada and the US. The

indicator for the US fell by

0.6 point in May and its
six-month rate of change was
down for the second consecutive

month. By contrast, Japans six-
month rate of change has been
on an upward trend since June
2005. The euro area also sees a

positive trend. The latest data for
major non-OECD economies
indicate slightly moderating expansion
ahead in China, an improvement for India
and Russia, while a weaker trend ahead in

Brazil.

The OECD composite leading indicators
incorporate a wide range of data, such as
building permits, order flows, long-term
interest rates and sentiment surveys in a

bid to deliver early signals of forthcoming
trends in economic activity. For details with
graphs and background data, see
www. oecd . org/statistics.

Separately, the OECD Economic Outlook
published in June (with a May cut-off date

OECD

China

Brazil

Russia

India

2003 2004 2005 2006

for forecasts) says that growth may
continue for a fifth year, though warns of
headwinds from high energy prices, and
flags current account imbalances and
long-term interest rates as concerns.
However, high corporate profitability may
bring favourable surprises, the report
suggests, and urges governments to step
up fiscal consolidation. The twice-yearly
Economic Outlook contains a

detailed overview and 100 pages of
country-by-country analysis, including
non-OECD countries Brazil, China, India

and Russia. A forecast update for major
economies will be issued in September.
See www.oecd.org/economics.

Unemployment
falls

The standardised unemployment rate for
the OECD area fell to 6.1% in May 2006,

0.1 percentage point lower than the
previous month and 0.5 percentage points
lower than a year earlier. The euro area saw
a sharper than average fall, with the
standardised unemployment rate of 7.9%
in May 2006 some 0.8 percentage points

lower than a year earlier. French
unemployment at 8.8% was 0.9 percentage

points lower, while in Germany, the drop
was 1.2 percentage points, to 8.3% in May
2006. By contrast, UK unemployment in
March 2006 stood at 5.2%, 0.6 percentage

points higher than a year earlier. The US
rate for May 2006 was 4.6%, 0.5

percentage points below its level
12 months before. For Japan, the rate

was 4.0% in May 2006, 0.4 percentage
point lower than in May 2005.

Full details and charts are available at

www.oecd.org/statistics/data, see Frequently
Requested Statistics.
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Safer pensions
Urgent regulatory action is needed to
promote pension security for retirees
throughout the OECD area, while avoiding
excessive costs on employers. The OECD is
preparing guidelines to help governments
and regulators improve the way certain types
of pension funds are run. Now in draft form,
the Guidelines on Funding and Benefit
Security will be the first international
standard on funding regulations, particularly
for occupational pension plans.

The public is being invited to comment on
the draft, with a deadline of 15 September
2006. Views, however general or detailed,
are being sought from stakeholders in private

systems in particular-pension supervisors,
national associations of pension plan
sponsors, associations, consulting firms,
actuarial associations, relevant international

financial institutions and NGOs.

The current draft contains recommendations

on occupational pension plans, particularly
defined benefit pension schemes. Such
schemes are common in Canada, Japan,
the Netherlands, the UK and the US,

though many are now closed to new
employees. A key question is how money
paid by employees into their company
pension scheme should be protected il
employers or the company that finances their
pension plan goes bankrupt. The draft
guidelines and background policy papers are
available at www.oecd.org/daf/pensions.

New risk tool

Around 900 million people, or

approximately 15% of the world's
population, live in so-called weak
governance zones, particularly in sub-
Saharan Africa, where governments are

unwilling or unable to assume their
responsibilities in relation to public-
administration and protecting human rights.
The OECD Risk Awareness Tool for

Multinational Enterprises in Weak
Governance Zones is designed to help

companies to think about the risks and
dilemmas they may face in such zones and
how they can respond to them. Responding

to a request by participants in the 2005 G8
Summit and developed with inputs from
business, trade unions and civil society, the
new tool is non-prescriptive and sets out a
range of questions for companies to consider
in such areas as: obeying the law and
observing international instruments;
heightened care in managing investments;
knowing business partners and clients;
dealing with public sector officials; and
speaking out about wrongdoing. One
dimension of the tool is the renowned

OECD Guidelines for Multinational

Enterprises, a yardstick for responsible
business conduct the world over. The Risk

Awareness Tool can be downloaded at:

www.oecd.org/daf/investment/guidelines.

Plus ça change . . .
"Rising participation rates, diminishing labour market opportunities and intense competition
for public and private funds have combined to put tertiary education policy under renewed
pressure. Moreover, education at this level is increasingly led by demand, with institutions of
all types having to adapt themselves to students' requirements. Governments have to readjust
their policies too. Tertiary education is
where the pressures of growth and
change are most acutely felt."

Alan Wagner, "Redefining tertiary
education" in No. 214

October/November 1998.

^ I oecd
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Fairer business

The Netherlands, Denmark and Japan
have been warned to take stronger

action against bribery of foreign
officials, in the most recent country

reviews published by the OECDs
Working Group on Bribery

The Dutch should take a more

proactive approach to fighting bribery
of foreign public officials, the working
group says. There have been no trials
or convictions to date, the report

notes, despite the size and
international nature of the economy
Denmark should increase the

penalties for foreign bribery, the
recommendations say, since the
maximum sanction is lower than for

comparable offences in the Penal
Code. The absence of an efficient

framework for detection and reporting
should also be addressed. Japan,

meanwhile, is urged to undertake an
assessment of the impediments to

effective investigation and prosecution
of bribing foreign officials and to
change the priority of offences from
an Unfair Competition Prevention
Law to the Penal Code.

It was a first review for the

Netherlands and Denmark by the36-
country working group, and a second
for Japan. The reports are available at
www.oecd.org/corruptton.

G 7 trade
slows

Merchandise trade volume growth
in the Group of Seven most
industrialised countries grew in the
first quarter of 2006, with exports
11.2% higher and imports up 6.9%

on year earlier levels. However,
compared with the fourth quarter of
2005, trade actually slowed to a
seasonally-adjusted 2.9% for exports
and 1.3% lor imports.

OECD Observer No. 256 July 2006
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About OECD StatLinks

What are StatLinks?

OECD StatLinks are an electronic publishing solution that enables links between tables and graphs in

publications, whether they are in print or e-book format, and the underlying data in Microsoft Excel
spreadsheets.

How readers and users benefit from StatLinks...

Users can download Excel files of figures used in tables and graphs and use the figures in their own work.

Access is provided to the most up-to-date versions of graphs and data.

In some cases supplementary data is provided in the Excel files.

In some cases data spanning a longer time period than in the book is provided in the Excel files.

What our users think of StatLinks. . .

"This is excellent!! - More like this would be great!" - (Senior Policy Analyst, Canada)

"I have accessed the Web book for the OECD STI Scoreboard - it is wonderful to be able to see the numbers

behind the charts!!" - (Policy Adviser, Australia)

"The Web book edition is great. It is extremely useful to be able to access the data in Excel. Well done!" -

(Scoreboard user in the UK)

"This is the best service I have found for a long time." - (User at the University of Tampere, Finland)

"Yesterday I had the chance to go through your StatLink service, I think it has real promise, much easier to

navigate than many sites, and nicely presented. I can see it being really popular." - (Senior Economist, UNCTAD).

How do StatLinks work?

StatLinks use Digital Object Identifier technology (DOI) which is an emerging international standard for
identifying published material on line.

For each StatLink you will find a URL which leads to the corresponding spreadsheet. These links work in

the same way as an Internet link. In an electronic publication the user can click the link to access the data. For
print publications the user will need to type the link address into an Internet browser. Try with the following:
http://dx.doi.org/10. 1 787/317646774444.

A StatLink, like the DOI on which it is based, is a persistent identifier in that, once registered, never

changes. This means that even if the destination of the file has moved the StatLink will still be able to locate the
data. This also means that authors can use the StatLinks when they cite OECD tables in their articles and

reports, confident that their readers will be able to follow the link to the underlying data.
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Bill Rammell

A basic problem with delivering a better higher education system is funding. Since the
Second World War, higher education, just as secondary and primary schools, has been
considered as a public good, and so in most OECD countries the service had to be
delivered free of charge to students through taxation. However, tighter public budgets and
stiffer global competition for talent have led to a renewed interest in student fees as a
possible way of raising more funding. The issue poses several tricky challenges, about
access, equity, student finance, debt, and so on. Little wonder the debate has become
rather heated in many countries.

One country that is introducing higher fees for higher education is the UK. It started to
do this for full-time undergraduates in 1998 and will introduce further changes from
September 2006. What have the effects been and what are the challenges? We asked
Bill Rammell, Minister for Lifelong Learning, Further and Higher Education in England,
to explain.*

OECD Observer: Why did the UK
decide to introduce fees for higher
education?

Bill Rammell: Tuition fees are not new.

About half of all the students in the

system-part-timers, postgraduates and
students from overseas-have always paid
fees at the "market rate". Since 1998

full-time undergraduate students have

progressively been supported through
government-subsidised loans rather than

grants for tuition fees. Fee income generates
£3.5 billion ($6.2 billion) a year for English
institutions which is 25% of the total

money they receive from all sources. By the
time the changes we are introducing in
2006 have been fully implemented in 2010,
we estimate institutions will be raising an
extra £1.3 billion a year.

Why go further? First, because those who
benefit from higher education should
help meet the costs. Getting a degree is
associated with extra earning power in
later life. Graduates in England earn well
over £100,000 more than someone with

just A-levels. Second, higher education is
a global business and in order to compete
successfully institutions need to diversify
their sources of funding. Fees can help,

8
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but so can raising income from employers
and philanthropic donations.

The key issue for government is to make
sure the new arrangements do not deter
students from non-traditional

backgrounds from participating in higher
education. So we are introducing a new

package of student support which
abolishes up-front fees, replaces loans
with grants for poorer students and makes
institutions recycle some of the extra
income as bursaries for less well-off

students. Crucially, students only start

paying back once they are earning above
£15,000 a year, so someone earning the
average graduate starting salary of
£18,000 would repay around £5.19 per
week. In short, we have produced a
"something for something" deal-higher
fees but also much more support for
students who need it.

Some see fees as part of a trend to
transform higher education into a
global business, rather than a public
service. What is your view on this? Can
authorities achieve balance between

maintaining competitive higher
education systems and delivering a
widely accessible, affordable service?

The short answer is yes. Higher education
has to be both a global business and a
public service. Some recent analysis has
estimated that the overall higher education
system in the UK is big business, worth
more than £40 billion ($70 billion) to the

economy, including over £2 billion in
export earnings and responsible for the
creation of about 600,000 jobs. But this
does not mean that it has somehow

stopped being a public service as well.

On the new fee and student support
arrangements, we are confident that
overall they will safeguard access and help
increase and widen participation. I've been
greatly encouraged by the way institutions
have taken so many more students into
higher education. We now have more
students in higher education than ever
before-200,000 more than there were in

1997. Many more lives are being
transformed by learning, many more
people are realising their full potential and

contributing much needed expertise to the
country's social and economic fabric.

Will public funding continue to be an
important part of the UK's fee-paying
system?

Yes. We have pledged to maintain in real
terms government grants per student in
the current spending period.

But even before the new fee and student

support arrangements have been
introduced, it is worth noting that the
government is already becoming a
"minority shareholder", so to speak, of
higher education institutions. Only about
half of the total money the sector now

receives comes as core government

funding. A quarter already comes from
all types of tuition fee income and the
remaining quarter comes from the
business institutions carry out for research
institutions, public authorities, charities

"The fact that higher education
institutions do not need to rely

on the government for all their
funding is a tribute to their
success".

and other employers. The fact that higher
education institutions do not need to rely
on the government for all their funding
is a tribute to their success and their

attractiveness to students and employers.

So we should not worry if over time
public funding continues to reduce as a
proportion of the total funding the higher
education sector is able to generate. That is

happening now, and not just or even
mainly because of fees. The success of
institutions in working with business is
equally important. However, it is also the
case that no higher education institution
could afford to do without public funding,
and that will continue for the foreseeable

future.

*Mr Rammell introduced a seminar on

"Who should pay for higher education?" at the
2006 OECD Education Ministerial Meeting in
Athens, 27-28 June 2006. See www.oecd.org/edu.
See Chair's conclusions on page 20.
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Gl0W*7landi°bs
John Martin
Director, OECD Employment,
Labour and Social Affairs Directorate

Globalisation produces
winners and losers,

including in employment.
But while the job threat is
real, it is manageable as
long as the right policies
are in place.

One recurring theme in the
longstanding debate about
globalisation concerns how best to

compensate the losers. The issue has come

to the fore again recently, particularly in
connection with the perceived threat to
jobs in OECD countries from "offshoring"
of business services and the growing
integration of China, and more recently
India, into the world trading system.

It is argued that many jobs and high
wages are at risk from these developments

and there is a need for effective policies to
compensate the losers. But the evidence
suggests that compensation often does not
occur in the real world-or only partially.
This fact raises two questions: Why is
compensation rarely forthcoming? What
might be desirable elements in a

compensation strategy?

Realising the gains from trade implies
labour reallocation from declining to
expanding sectors. But this is also true

for technological and demographic
shocks. New labour reallocation inevitably
involves some workers being displaced
from their jobs and becoming
unemployed. Prolonged unemployment,
in turn, involves not only costs to the
individuals concerned but also to society,
in the form of lost output and welfare.

A recent OECD study shows that

adjustment costs are higher for
trade-displaced workers than for
other job losers. In both the US and

Europe, workers displaced from jobs in
the industries facing the most intense
international competition are slower to

become re-employed and experience
larger wage losses once re -employed than
do job losers in other industries. But there
is a noticeable difference in the nature

of the adjustment costs experienced by
the average trade-displaced worker in
the US compared with his European
counterpart. Large drops in wages on the
post-displacement job are a particularly
important source of workers' losses in the
US. By contrast, long-term unemployment
and labour force withdrawal following
displacement are the biggest sources of
earnings losses in Europe.

In both the US and Europe, the
adjustment costs borne by trade-displaced
workers are highly variable, implying that
adjustment assistance needs for this group
are very diverse. Compared with other job
losers, displaced manufacturing workers
in both Europe and the US tend to be
somewhat older, less educated and to have

had longer tenure on the lost job-all
characteristics that are associated with

above-average re-employment difficulties
and larger earnings losses following
re-employment. Trade-displaced workers
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are also more likely to have vocational

skills specialised to declining occupations
and industries.

Three rationales have been put forward in
the literature for compensation/adjustment
assistance for trade-displaced workers.
First, there is an efficiency argument:
output is lower due to involuntary
unemployment of trade-displaced
workers. Second, there is an equity
argument: it is unfair that even a minority
of workers should lose from a policy
that increases overall welfare. The final

rationale is a political economy one:

continued political support for trade
liberalisation is contingent on society
providing adequate compensation for
workers who lose their jobs or face
large wage cuts as a result.

The question then arises: do these
three rationales create a strong case for
compensating trade-displaced workers?
The evidence suggests that, on both
efficiency and equity grounds, the answer
is negative for a specific trade-related
programme as opposed to having a
programme for all permanently displaced
workers, irrespective of the source of
job loss. However, there could be an
exception to this preference for general
programmes on political-economy
grounds.

One prominent example of the latter is
Trade Adjustment Assistance (TAA) in the
US. TAA has been in existence for over

four decades. During that period it has
undergone many changes, most recently
in 2002 when a healthcare benefit and a

limited wage insurance component for
older workers was added. All the evidence

suggests that TAA has not been effective
in fostering worker adjustment since
procedures for certification are very
time-consuming and arbitrary; and
relatively few certified workers get
re-employment services. Instead, TAAs
main purpose is to extend unemployment
benefits and serve as a political sop to
freer trade. Since the US spent less than
$1 billion on TAA in 2003, it seems a

good bargain on the political-economy
front, even if it is manifestly unsuccessful
in promoting worker adjustment.

The European Commission recently
proposed a new Globalisation Adjustment
Fund (GAF). The stated aim is "to soften

the negative impact of globalisation on
laid-off workers and to improve their
chances of finding new and better jobs
by providing money for training and
relocation". Details about the GAF are

Countries need an effective nexus

of labour market policies

encompassing unemployment

benefits and re-employment

services.

very sketchy but it appears that the
motivation for it is also a political
economy one. At the time of writing, it is
unclear whether the GAF will get off the
ground or not. In any event, it is not
obvious that the EU needs to spend more
on labour market policies: in 2004 it

spent almost 2.5% of GDP compared with
only 0.5% in the US. Rather it needs to
spend these large resources in a much
more effective manner.

What should be the main elements in a

good compensation/adjustment assistance
programme for permanently displaced
workers? First, a country has to have the

right framework conditions, as spelt out in
the four pillars of the restated OECD Jobs
Strategy. These include: macroeconomic

policies conducive to sustained growth
and price stability; flexible labour and
product markets; and an effective
education and training system.

Second, a country needs an effective
nexus of labour market policies
encompassing unemployment benefits
and re-employment services. OECD
evidence suggests that the following
elements should figure in such a package.

First, set income replacement rates at

reasonable levels and avoid open-ended
duration of benefits. Second, make basic

job-search services available to all job
losers. This can involve counselling and
the preparation of individual action plans,

especially for those at risk of long-term
unemployment, and advance notification
of plant closures. Third, monitor

effectively the job-search activity of
displaced workers. The emphasis should
be on "activation", and this may involve
moderate benefit sanctions if the

unemployed do not actively look for
work. Fourth, take steps to ensure that
there is a financial gain from taking a job
compared with remaining on benefits.
This can be achieved in a variety of ways,
e.g. via an in-work benefit like the Earned
Income Tax Credit in the US or the

Working Families Tax Credit in the UK
or a targeted wage subsidy paid to
employers. And fifth, ensure that much

greater use is made of active labour
market programmes that work and phase
out those that do not, drawing on insights
from the growing scientific literature on
programme evaluations.

In sum, the labour market policy
challenge from globalisation is real, but it
is manageable. There is little justification
for policies that target explicitly
trade-displaced workers except on
political-economy grounds. Instead, what
is required is a balanced package of largely

familiar policies: good macroeconomic
policy; flexible labour and product
markets; activation of the unemployed;
and effective lifelong learning policies.
And, most importantly, the political will to
implement them.

This article is adapted from: Martin, John
(2006), "Compensating trade-displaced workers:
a mountain or a molehill?" in GEP Newsletter,

No. 17 Spring 2006, Leverhulme Centre for

Research on Globalisation and Economic Policy,
Nottingham University. GEP newsletters are
available under News and Events at

www.gep.org.uk.
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FDI
soars

Foreign direct investment
(FDI) into OECD countries

jumped by 27% to reach
US$622 billion in 2005, up
from $491 billion in 2004

and $465 billion in 2003,

according to the latest
estimates from the OECD.

These are the highest
inflows since 2001. The

near-term outlook for FDI

remains strong.

The UK was the world's largest
recipient of inward FDI in 2005,
attracting $165 billion of FDI from

OECD countries, according to Trends and
Recent Developments in Foreign Direct
Investment, a new OECD report. This
amount, which is nearly the size
of Portugal's entire GDP, represents the
largest inward direct investment ever
recorded in the UK, and triple the
$56 billion received in 2004.

The rise in FDI in the UK was due

in part to the restructuring of
multinational firms, such as Royal Dutch
Shell, and in part due to several large
cross-border mergers and acquisitions,
such as the takeover of Peninsular &

Oriental Steam Navigation Company by
Dubai Ports World of the United Arab

Emirates for $8.2 billion.

France was the worlds most active

outward investor in 2005, with aggregate

flows totalling $116 billion. This is
largely attributed to a few very large
foreign corporate takeovers by companies

domiciled in France, with the largest lour
such transactions valued at a total of

$48 billion.

Meanwhile, China continues to hit new

records. In 2005 its total FDI inflows

reached $72 billiontheir highest level
ever, and exceeded only by the UK and
US. Outward investment from China

is also rising. Chinese official figures
estimate the 2005 outflows at close to

$7 billion. Outward investors appear
to have broadened their interests, from

previously targeting the resource and raw
materials sectors to investing in a range of
high-tech activities as well.

In addition to greenfield investment and
mergers and acquisitions, FDI includes
reinvested earnings, cross-border loans
and capital transactions between related
firms. Exchange rate fluctuations had
little impact on FDI accounting in 2005,
with exchange rates between US dollars,
sterling and the euro little changed
from 2004.

Concerns over security and other
strategic interests have arisen in some
countries as new major players become
outward investors, prompting a number
of OECD and other countries to review

their FDI regulations, the new report
says. Governments have in some cases
sought to discourage foreign takeovers,
triggering accusations of a renewed
protectionism, even in normally open
market countries.

The challenge for governments is to
find ways to safeguard essential interests
while keeping their investment regimes
transparent and non-discriminatory. At a
national level, countries that have

FDI flows to and from OECD

« Total OECD FDI outflows
Total OECD FDI inflows

Total Net OECD outflows

V ^^ ''* l

)4p 2005e

Source: OECD International Direct Investment Database

introduced tougher regulations or are
perceived to have become less open
to foreign investment could put off
potential investors and so miss out on
investment opportunities. At a global
level, this in turn could have larger

implications on investment and
economic growth, the report warns.

Trends and Recent Developments in Foreign Direct
Investment is available on the OECD's website at

www.oecd.org/investment and will be included
as a chapter in the annual publication OECD
International Investment Perspectives, due out in

September 2006. Contact:
Hans.Christiansen@oecd.org in the Investment
Division.
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Royal Dutch Shell's oil and gas construction site in Russia's far east Sakhalin island, a project
that has encountered hurdles from earthquakes, rare whales and bitter cold

K
Russia needs to do more to

attract foreign direct
investment, in the wake of

its move in early July to
make the rouble fully
convertible. This would

strengthen its economy and
reduce its reliance on oil

and gas revenues, OECD

experts say.

Anew OECD report, Investment Policy
Review of Russia 2006: Enhancing
Policy Transparency, analyses

developments in Russia's regulatory
investment environment in recent years. It

finds that while FDI has risen over the past

two years, Russia still attracts relatively little
compared to OECD countries and other
emerging economies relative to the size of
its economy and level of development. FDI
in Russia reached US$14.6 billion in 2005,

but was less than 3% of GDP This is below

Poland's level of 4.9%, for instance.

On 1 July 2006, Russia removed all
exchange controls on the rouble, making

it fully convertible. While a positive step,
and in line with the recommendation made

by the OECD Investment Policy Review
of 2004, the move will have to be

accompanied by other measures if it is to
have a sustained impact, OECD experts
believe.

Much of the investment inflows recorded

so far probably stem from Russian-owned
assets held offshore and reinvested in

Russia, rather than from foreign investors
bringing fresh capital into the Russian
economy, according to the OECD. In
2005, for example, 28% of FDI came
from Cyprus.

To fully realise its investment potential,
given its natural resources, large domestic
market and relatively low wages, Russia
needs to cut the restrictions facing foreign
investors looking to invest in Russian
firms. Despite good progress, barriers
remain high in some sectors, notably
energy, insurance and transport sectors,
and should be reduced, the report said.

Corruption remains a major problem in
Russia and greater policy transparency is
needed. Obtaining work permits takes
time, as does registering land or property.

These procedures should be shortened.
New regulations are also often introduced
without prior consultation with firms and
this aggravates a lack of predictability.

The new laws on Special Economic Zones
and "Concessions", adopted by the
Russian parliament in 2005, is a positive
step, the report notes, but the rules, in
particular for concessions, need to be
implemented in a transparent and
non-discriminatory way if they are to
attract new foreign investors.

A draft law on strategic sectors, expected
to be discussed in the Russian parliament
in December 2006, will be a test ol

the government's commitment to
transparency in particular in the energy
sector. The OECD recommends that the

future law narrowly defines the sectors
concerned and limits the scope of
restrictions on foreign investors.

Investment Policy Review of Russia 2006: Enhancing
Policy Transparency is available via SourceOECD or
from www.oecdbookshop.org.

Contact: Blanka.Kalinova@oecd.org, in the OECD's
Investment Division
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The report entitled Challenges for China's Public Spending: Toward Greater Effectiveness and
Equity, published earlier this year, identified education and healthcare as priority areas for
public spending. Why does China need to spend more on education and health?

Some public services in China have
come under serious strain, even as

the economy has boomed. This
appears to be the case with health and

education, whose present level of public
spending seems to be out of line with the

country's development needs and goals.

The available data indicate that public
spending on education and health was

2.8% and 0.6% respectively of revised
GDP in 2004. These ratios are lower than

in many developing countries such as
Thailand and the Philippines, let alone
OECD countries. Spending on education
and health appears low not only
relative to other countries, but also in

comparison with China's own national

objectives.

Not that the authorities are unaware

of the situation. Indeed, they have for
instance long recognised the need for
strong government support for
education, which has been a key target
of development policy and public
expenditure during the past decade. As
early as 1993, a medium-term goal for
public expenditure on education (to be

reached by the end of the century) was

set at 4% of GDP This was around the

developing country average at the time.

The objective has not been reached. The

same is true for healthcare: the objective
set in the early 1990s for the growth of
spending on health to exceed that of total
spending has not been attained. Indeed,
its share in total spending has fallen over
the past ten years.

Despite the focus of the public policy
debate on government inputs, outcomes
are what ultimately count. In education,
China compares favourably to other

The entry of private capital into
the health sector has been

unable to meet demand.

countries in terms of pupil-teacher ratio
at the primary school level, but its
secondary school enrolment rate and

adult literacy rate are not only lower than
in OECD countries but also lower than

in many developing countries. Health
outcomes show a similar pattern: in
terms of life expectancy, China compares

well with some OECD countries, but its

infant and maternal mortality rates are
even higher than in many developing
countries. Moreover, there are large
disparities among regions, and
particularly between urban and rural

areas. Focusing increased inputs in needy
areas would help to improve the overall
picture.

What seems clear is that most of that

extra input will probably have to come
from the public purse. Why? For a start,
the private sector in China already
provides a higher share of spending on
education and health than in most other

countries. In fact, the share of private
spending on health is higher than it is
even in the US (see graph).

In China's case, with its already wide
income disparities, raising the private
share of spending would not necessarily
improve the access of poor people to
education and healthcare services, and

could even reduce their access in many
cases. Already, education is not free even
at the primary level, with parental wealth
largely determining access. Similarly,
nearly 80% of the rural population and
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half of urban dwellers are not covered by
health insurance and so cannot afford to

visit a doctor.

This situation became evident during the
SARS (severe acute respiratory syndrome)
outbreak in 2003 and it complicated
efforts to prevent the disease from

spreading.

Much of the access problem can be
traced to the large disparities in local
government revenues between wealthier
provinces in the east of China and poorer
provinces in the interior, and between
rural and urban areas. Many local

governments, which bear the mam
responsibility for providing education
and healthcare services, face a persistent

shortage of revenues and cannot meet
their expenditure mandates. China's
extensive system of inter-government
transfers only partially makes up for
these gaps. As a result, poorer localities
are often unable adequately to provide
even the most basic services.

The market can be harnessed to help

overcome some of these problems. For
instance, the usual practice in OECD

countries is for government to fund
primary and secondary education
because of its broad social benefits, and

allow the market to contribute finance to

higher education, through fees for
instance, because the private benefits to

graduates are considered greater. In
China, though, the emphasis is the other
way around, with a relatively large share
of government education spending
channelled into tertiary education. Yet if
more private money were coaxed into
higher education instead, this would free
up public resources for investment in
primary and secondary schools.

The market cannot do it all though. The

entry of private capital into the health
sector has been insufficient to meet the

increasing demand for healthcare services.
True, the share of private hospitals has
reached 10% of the total, but their overall

role is limited by their small size. Also, the
financial capacity of rural citizens is
simply too weak to pay for their own
healthcare. In short, to provide accessible

0/
/o
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China's healthcare spending
Public and private health spending as % of GDP, selected countries, 2002

Public expenditure on health

Private expenditure on health

(1). For China, public expenditure on health includes government on-budget health spending and outlays of the health social security tunds. Private
health spending comprises spending by individuals, enterprises, collectives and public service units. For China, the reference year is 2003.

Source: OECD Health Data 2003 and Health Yearbook of China 2004

healthcare for all, and to prevent major
outbreaks of disease, increased

government outlays will inevitably be
necessary. China's government will also
need to spend more to alleviate the
problems now facing schools in poorer
areas.

However, money alone will not solve the
problems. Better governance is called for
to improve efficiency. Public funds are
often used in inefficient ways, and this
is reflected in the structure of spending.
For instance, in education, the share

of spending on infrastructure and
equipment is lower than m other
countries, while labour costs, particularly
of non-teaching staff, are far higher.
There are also serious inefficiencies in

healthcare. For example, the insurance

system fosters substantial overuse of
prescription drugs in relation to less
costly but equally effective alternatives
that are not covered.

China is certainly not sitting on its laurels.

Providing universal compulsory education

for free and access to healthcare services

for the poor, especially in rural areas, were
among the major immediate objectives of
public policy at the annual session of the
Chinese National Peoples Congress in

March 2006. These steps are seen as
critical to achieving the broader goal of
raising living standards of rural citizens.

The goals are important for the
growth and development of China as
a whole, and not just for social reasons.
Education and health affect human

capital, productivity and competitiveness.
Upgrading skills would also make it
easier to adopt new technologies and
hence strengthen another pillar of growth.
For China, more well-managed public

spending on health and education really
could make a difference.
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Upward trend

An assessment of India's

short-term economic

prospects appears for the
first time in the latest

OECD Economic Outlook, so

adding to the coverage in
this report of key non-
OECD economies Brazil,
China and the Russian

Federation. India has been

one of the most rapidly
growing economies in the
world over the past five
years. Nonetheless, with a

slightly lower population
than China and significantly
lower average incomes, the
economy is only half the
size of China's, though
double that of Brazil and

Russia.

The Indian economy has benefited
from a strong cyclical upswing
since 2003, triggered by the return

to normal rainfall and consequent rise in
agricultural output and incomes. Output
growth averaged 8.4% per annum in real
terms in the three years to March 2006.
Private consumption growth has been
buoyant but exports too have been
strong, with growth evident in a number
of manufacturing sectors and not just
sales of information technology services.
With final demand robust, investment has

surged, especially in the private corporate
sector (whose fixed capital formation is
nonetheless still low). Overall, total

demand rose 12% in Fiscal Year (FY)

2004 and possibly by more than 9% in
FY2005.

Despite the expansion in capacity,
domestic supply has not been able to
match the increase in demand, growing
some 2.5 percentage points slower than
demand in the past three years, with the
balance being met by a surge in imports.
In addition, the terms-of-trade worsened

as a result of rising oil prices, and
consequently the current account balance
fell by almost 5 percentage points of GDP

between FY2003 and FY2005, bringing
a slowdown in the pace of reserve
accumulation. The growth in imports
may have also helped to lessen the
pressure on domestic resources and
inflation.

However, the full impact of world oil
prices has not yet been felt, as the
government has not allowed the
predominately state-owned petroleum
companies to raise prices in line with
those on world markets. The government
estimated that, by February 2006, these
restrictions were lowering oil company
profits by an amount equivalent to 1.1%
of GDP In addition, government revenue
has also suffered from a reduction in taxes

and duties on crude and refined

petroleum products.

Faced with a rapid increase in domestic
demand, and with money and credit
growing at above its target rates, the
central bank initiated a tightening of
policy during 2005. At the same time,
the central bank has attempted to slow
the growth of credit to the real estate
market to guard against the re-emergence
of bad loans. These have been markedly
reduced, falling from 4.4% in 2003 to
just 2% of advances (when measured net
of provisions) by end 2005.

Very strong revenue growth and subdued
expenditure increases have brought
central government finances back on
track in FY2005. State governments have
also managed to reduce deficits, with the
resuit that the combined central and state

government fiscal deficit is projected to
drop from 8.5% to 6.8% of GDP between
2003 and 2007, bringing a drop in the
combined total of central and state

government debt, relative to GDP, of 4
percentage points between 2003 and
2007. A significant reform of indirect
taxation has occurred at the state level,
with the introduction of a value-added

tax, and the central plans to generalise
this tax by the end of the decade-a

reform that should help to ease barriers to
internal trade.

During 2006-2007, the tighter stance of
both monetary and fiscal policy is
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Forecast summary

2005 2006 2007

Real GDP qrowth 8.5 7.5 7.1

Inflation1 4.2 4.8 4.3

Fiscal balance

(% of GDP)2 -7.7 -7.2 -6.8

Current account

balance (% of GDP) -3.0 -2.9 -2.9

Note: Cut-off dale for forecasts: 17 May 2006. Data refer to fiscal

years starting in April,

1 . % change in GDP deflator
2. Grass fiscal balance for central and slate governments, includes

net lending.

Source: OECD Economic Outlook, No 79, June 2006

Stattink: http://dx.doi.Org/1 0.1 787/208676848626

projected to slow economic growth. In
the corporate sector, lower availability of
finance and higher interest rates seem
likely to reduce investment growth while
the upswing in inventories may also end.
However, private consumption growth
ma>' only slacken marginally as income
growth remains high. At the same time
the economy will continue its integration
into the world economy, helped by
further tariff reductions. Overall, output

growth is projected to slacken from 8.5%
in 2005 to 7% in 2007. Such a decrease

in growth should keep the inflation rate
anchored below 5%, while the current

account deficit may stabilise at around
3% of GDP

From OECD (2006), Economic Outlook, No. 79,

Pans, June. ISBN 9264018379

Food dependency

Production and consumption of farm
products are expanding faster in
developing countries than in

developed economies. But a joint report
by the OECD and the UN's Food and
Agriculture Organisation (FAO) warns
that productivity growth in the poorest
nations is not keeping pace with the lood
needs of their rising populations.

Bright
continent

The gloomy image that has for so
long hung over the worlds largest
continent may at last be lifting.

Conflict and disease remain a bane, and

there are challenges in areas like
governance and transport, but as we
reported in our last issue (No 255, May
2006), the OECD Development Centres

latest Africa Economic Outlook is upbeat
about future economic growth there.

One place where this new buoyancy is
reflected is in employment. After all, as
African prospects brighten, so demand for
skills rises. Such is the view ol Global

Career Company (GCC), an international
recruitment firm, which partnered with 40
multinational enterprises (MNEs) for the
Careers in Africa UK Summit in London in

April. Five years ago, that list comprised
just 13 firms. This year, some 800 young
African professionals attended, many eager
to match their skill sets with the needs of

major international firms in sectors ranging
from technology and banking to

engineering and construction management.
Opportunities existed across the entire
continent, though Nigeria, Angola and
South Africa attracted particular attention.

Because participants were profiled in
advance to match vacancies, their chances

of returning to Africa with a job clinched at
the summit were high. One candidate from
Nigeria explained that she had come to the

Whereas Brazil, India and China are

increasingly shaping the future of world
agricultural trade, the poorest countries
will become increasingly dependent on
world markets for their food security

and more vulnerable to price fluctuations,
according to the OECD-FAO Agricultural
Outlook 2006-2015. In developing

countries as a whole people's diets are
changing with rising incomes and
urbanisation, and this affects trade in

food and animal feed. To improve

domestic production capacity in poor

UK to enhance her career, but now lelt

ready to contribute back to her home
economy. Another flew in from Africa in
search of a career change back home.

The system works for both sides.
Employers value the summit because not
only do they access skills, but also the right
profile in terms of culture and background.
A delegate from an African-based industrial
company put it straight: he was there to
attract black people back to South Africa.

For CftCC director, Sarah Roe, the fact that

MNEs send delegates from afar to the
summit means they take the event seriously.
The recruitment of African-born

professionals offers a potent mix of skilled
individuals who understand both

international business and local African

requirements, Ms Roe points out. And if the
trend persists, Africa's economy should
benefit too. PW/RJC

Visit www.globalcareercompany.cotn.

countries, more investment in education,

training and infrastructure is needed.

The report expects global wheat output
by 2015 to be 13% higher than in 2005,
while growth in meat markets will remain
vulnerable to possible disease scares. A
novel growth area will be m bio-energy,
not least bio-diesel (or diester) from

coarse grains, oilseeds and sugar, the
report says.

See www.oecd.org/agriculture and
www. oecdbookshop .org.
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Ministerial

Delivering prosperity
Kostas Karamanlis, Prime Minister of Greece and Chair of the 2006 OECD Ministerial Council

Chair's summary*, OECD Council at Ministerial Level, Paris, 23-24 May 2006

"Aigainst the backdrop of a
broadening global expansion,

. ministers identified and

discussed two sets of key policy

challenges.

First they underscored how crucial it is
to ensure that momentum be sustained

where the upswing is already strong, and
that those economies that are lagging in

the cycle catch up. They also emphasised
the importance of addressing underlying
tensions and risks, notably in relation to
international and domestic imbalances,

which threaten the continuing global

expansion. International co-operation
and policy co-ordination were considered
to be necessary in order to achieve an
orderly unwinding of imbalances.
The OECD and other multilateral

organisations could play a very important
role in this.

Second, taking a longer-term view,
ministers stressed that the pace of
structural reform needed to be stepped

up in those OECD countries that over the
years have tended to fall behind the best
performers, and discussed reform
priorities and modalities. Learning from
best practices and continuous exchange
of information on how to broaden the

ownership of the reform agenda and how
to extend the discussion on short-term

costs versus long-term benefits would be
essential in implementing reforms.

Ministers stressed the importance of
open markets and the compelling need
for a swift conclusion of the Doha trade

round. [...]

Ministers from non-OECD economies

participated in most of the discussions,
and the dialogue was mutually enriching.
Ministers also benefited from an exchange

of views with the Business and Industry

and the Trade Union Advisory
Committees to the OECD, as well as

with civil society more broadly in the
context of the OECD Forum. [ . . . ]

Economic outlook

Ministers expected the buoyant pace of
world growth witnessed over the past lew
years to be sustained in the near future.
Against the backdrop of continuing rapid
growth in the emerging economies,
notably in Asia, the expansion in the
OECD area would proceed apace, with
activity broadly at potential in the US
and Japan and catching up gradually in
Europe. Ministers considered that inflation
was likely to remain under control, despite
shrinking spare capacity and higher
commodity prices, because heightened
international competition would help
contain prices. They saw unemployment
staying low in North America and Japan,
and declining in a number of European
countries, albeit slowly.

Turning to risks, ministers welcomed the
fact that rising energy prices had not
thrown the global expansion off course,
but expressed concern about the likely
impact of any further increases. They
recognised the importance of enhancing
energy security through improvement of
energy efficiency and further investment
across the supply chain. Ministers noted
that benign financial conditions had
supported demand so far but that this
might not last: interest rates were now
rising, in a context where valuations in
some asset markets seemed stretched.

The third risk ministers highlighted
related to widening current account gaps,
partly reflecting domestic imbalances.
Ministers underlined that timely policy
action-both macroeconomic and

structural-was required to reverse this
trend and to facilitate a smooth unwinding
of the imbalances.

Ministers further agreed on the
paramount importance of prudent fiscal
policies". [...]

* This is an extract. In the complete "Chairs
summary" (see reference below), Prime Minister
Karamanlis goes on to outline a number of themes
discussed at the ministerial council meeting:

Ensuring economic stability and improving
economic performance, particularly longer-term

challenges such as the divergences in growth rates
among member countries; Implementing
economic reforms for growth and employment;
the OECD Initiative on Investment for

Development, in particular, the Policy Guidance
for Donors for Using ODA to Promote Private
Investment, and the Policy Framework for
Investment (PFI); Intellectual assets and value

creation; and the growing impact that major
emerging economies are having on the global
economy, and implications for OECD work.

The chair's summary then outlines remarks to the
meeting by Pascal Lamy, director-general of the
WTO, on the status of trade negotiations on the
Doha Development Agenda. A successful
conclusion of the round would provide a major
boost for the world economy, including

developing countries, the summary notes, but
deadlines should not be postponed further.

Mr Karamanlis ended on the issue of OECD

governance and enlargement, reporting that
ministers at the meeting welcomed the Council
resolution on a new governance structure for
the organisation which entered into force on
1 June 2006. The OECD should expand its global

reach and policy impact through an enlarged
membership and enhanced engagement with
important non-OECD economies, ministers
agreed, and they welcomed the Council decision
to establish by July 2006 a mechanism to identify
countries for potential accession and countries for
enhanced engagement with the OECD.

In conclusion, the summary notes that OECD
ministers thanked the outgoing secretary-general,
Donald J. Johnston, for his strong leadership
and outstanding dedication over the past ten
years, and they welcomed Angel Gurria as his
successor. Mr Gurria took up his post on
1 June 2006.

The complete 2,000-word "Chair's summary",
together with press statements and other reading,
can be found at www.oecd.org/mcm2006.
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Higher education
Quality, equity and
efficiency
OECD Education Ministers'

Meeting, 27-28 June 2006, Athens
Chair's conclusions

Higher education cannot escape major
and sometimes difficult change,
and OECD governments were

determined to lead those changes, rather than
be driven by them. This was how Marietta
Giannakou, minister of national education

and religious affairs of Greece, wrapped up
her conclusions as chair of the 2006

Education Ministers' Meeting.

Reforms are needed in six areas, the minister

pointed out. First, funding: some European
countries in particular need to invest more in

higher education, and new sources of funding
may be needed. While some countries

opposed fees for students, others now accept
the OECD view that they can be effective if
balanced by measures to support students
from poorer backgrounds. This backs the
second reform on the list towards more

equitable education, and wider access to

higher education to benefit all social groups.

A clearer focus on what students learn is

the aim of the third reform. "We need to

develop better evidence of learning
outcomes", the chair's conclusions state, and

note the OECD secretary-general's offer to
assist in developing new measures. Also,

institutions should promote responsiveness
and diversity, while incentives to make

institutions more accountable for quality and
outcomes should be improved.

Research and innovation is the fifth

area, with ministers recognising both its
capacity to drive growth and the twin
challenges facing higher education systems
of supporting world-class research and

delivering benefits both locally and nationally.

Finally, migration and internationalisation
affect education, as students, teachers and

researchers increasingly study and work
abroad. Countries need to look at

immigration policies, as well as higher
education policy itself, to develop coherent
responses.

For the lull Chair's conclusions, see

www.oecd.org/edumin2006.

New mindsets

Improving quality, governance, equity and
funding in higher education were the main
issues discussed at the 2006 education

ministerial meeting in Athens. A challenge,
as Angel Gurria suggests in his opening
remarks to this, his first ministerial meeting as
secretary-general of the OECD, is to "shift
our focus from making systems of higher
education bigger to making them better". The

Marietta Giannakou with Angel Gurria

presence at the two-day meeting of
non-OECD countries Chile, Estonia, Israel,

Russia, Slovenia and South Africa underlined

the global dimension of education. Mr
Gurria's full remarks can be read at

www.oecd. org/edumin2006 .

Also available on the website are position
papers on higher education by business and
labour representatives. One OECD CERI
paper sets out "Four Futures Scenarios for

Higher Education": Open Networking;
Serving Local Communities; New Public

Management; and Higher Education Inc.
There are links to two articles from recent

OECD Observers: first, "Higher education for
a changing world", a curtain raiser to the
2006 meeting by Barbara Ischinger, head of
the OECD's Education Directorate (No 255,

May 2006); and second, "Europe's university
challenge", by OECD expert, Andreas
Schleicher (No 254, March 2006). See also

www.oecdobserver.org.

Balancing
globalisation
Seventh annual OECD Forum

22-23 May 2006

Y:
£ C"\ 7"0U cannot fnd a bigger, more

complex and all-encompassing
subject than that of 'Balancing

globalisation' ", said moderator David Eades

of BBC World in his opening remarks to the
2006 OECD Forum. There are no simple
answers to the challenges it poses either. In a
light-hearted observation, Mr Eades suggests
a clue might be found in Douglas Adams'

novel, The Hitchhiker's Guide to the Galaxy,
where the indecipherable answer to "Life,
the Universe and Everything" was found to
be the number 42.

Daunting as the theme of balancing
globalisation may be, it did not prevent
over 1 ,000 participants from diverse
backgrounds-government, business, labour,
environmental and other civil society
groups, as well as the media-from gathering
at the Kléber Centre de Conférences

Internationales in Paris to grapple with a
broad range of concerns.

As Kostas Karamanlis, prime minister of
Greece and chair of the OECD ministerial

Pascal Lamy at the Forum

meeting to which the Forum provides input,
pointed out in his keynote address, while
not everybody views globalisation as
beneficial, "our common objectives are the

|20
OECD Observer No. 256 July 2006



oecd.org

Calendar

achievement of benefits, their long-term

sustainability and their equal distribution
to all countries, so that citizens enjoy

higher incomes and improved living
standards."

Duck-soo Han, deputy prime minister
of Korea and his Australian counterpart,

Mark Vaile, were among the many
ministers at the Forum. Also speaking were

Jean-Claude Trichet, president of the
European Central Bank, and Pascal Lamy
director-general, of the World Trade
Organization. Dara Duguay from
Citigroup, Yves-Thibault de Silguy of
SUEZ, John J. Sweeney, leader of the
American Federation of Labor-Congress of

Industrial Organizations, Jagdish Bhagwali
of Columbia University, Huguette Labelle,
chair of Transparency International, and
John Thomhill, editor of the European
edition of the Financial Times, were also

among some 90 speakers; a complete list is
available at www.oecdforum.org.

They led lively debates on how to revive
European growth, on jobs and how to
achieve social cohesion in a globalising

economy, on the importance of investment
for development, on new technology and
on the by now pressing question of energy.
On day two, focus turned to global
financial markets, the influence of China

on the world scene, metropolitan regions as

driving forces behind globalisation, and
trade negotiations under the Doha
Development Agenda. A case was also
made for the need to develop financial
education-in effect, promoting literacy in
markets and investment from an early age.

Globalisation is a vast question and

engaging as they were, the OECD Forum
debates could only touch the tip of the
iceberg. Nonetheless, discussions did
suggest that public support and acceptance
of globalisation have grown since the rather
turbulent protest days of 1999-2000. Much
has been learned by all sides. Still, serious
imbalances have emerged that

policymakers must address if that level of
public support is to be nurtured. RJC

Short daily summaries of each Forum session
can be read at www.oecdforum.org. Readers can
also order their extended special Forum

Highlights magazine by writing to
observer@oecd.org

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 a more comprehensive list,

see the OECD website at www.oecd.org/media/upcoming, which is

updated weekly.

JULY

6-7 Benefits of Climate Change Policies,
Global Forum on Sustainable

Development organised by the
Environment Directorate.

6-7 Implementation, Scaling up and
Sustainability, conference on policy
research in education, organised by the
Directorate for Education and the UK

Teaching and Learning Research
Programme. London, UK.

11-12 Latin American Competition Forum,

meeting organised by the the Directorate
for Financial and Enterprise Affairs and
the Inter-American Development Bank
(IDB). San Salvador, El Salvador.

11-13 Educational Security, conference
organised by the Directorate for
Education and the International Security

Management and Crime Prevention
Institute. Adelaide, Australia.

12 Developing our Understanding of
Public Investments in Science,

workshop organised by the Global
Science Forum. Helsinki, Finland.

15-17 G8 Summit. St. Petersburg, Russia.

25-27 Growing Regions conference,
organised by the Australian government,
with participation of the OECD.
Brisbane, Australia.

AUGUST

13-18 International AIDS conference.

Toronto, Canada.

20-26 World Water Week. Stockholm,

Sweden.

24-25 Governing Bodies of Higher
Education Institutions: roles and

responsibilities, seminar organised by
the Directorate for Education.

24-26 The New Economic Geography:

Effects and Policy Implications,
annual economic policy symposium

organised by the Federal Reserve Bank
of Kansas City. Jackson Hole, Wyoming,
USA.

31/8-1/9 Institutionalising Sustainable
Development, workshop organised by
the OECD Programme on Sustainable
Development and the UN Commission
on Sustainable Development.
Stockholm, Sweden.

SEPTEMBER

11-13 Values and Ethics: Managing

Challenges and Realities in Higher
Education, conference organised by the
Directorate for Education.

13-16 Creating Markets. ..Unleashing
Entrepreneurship, Youth Employment
Summit (YES). Nairobi, Kenya.

28-29 Women in Science, Engineering and
Technology: Strategies for a Global
Workforce, conference organised by the
Directorate for Science, Technology and
Industry. Toronto, Canada.

Further ahead

OCTOBER

9-13 Financial Action Task Force on

Money Laundering (FATF) meets.
Vancouver, Canada.

25-27 World Congress on Communication
for Development, organised by the
World Bank, the FAO and the

Communication Initiative. Rome, Italy.

NOVEMBER

9-11 RIO 6, World Climate and Energy
Event. Rio de Janeiro, Brazil.

11-15 The Energy Future in an
Interdependent World, 20th World
Energy Congress organised by the World
Energy Council. Rome, Italy.

DECEMBER

5-6 Senior level meeting of the
Development Assistance Committee
(DAC).
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Beyond Our Shores
Essays on Australia and the Global Economy
by Tim Harcourt, Australian Trade Commission (Austrade)

Jonathan Coppel

If ever you are unsure about the advantages of open trade, why not
take a lead from students in economics and consider the story of
Robinson Crusoe. Generations of students have discovered how

Crusoe, shipwrecked on a desert island and cut off from the outside

world, improved his welfare as he became economically re-integrated
into the wider world. It is perhaps fitting therefore that Tim Harcourt's
Beyond our Shores focuses on Australia, the world's driest and only
island continent, to present an excellent and balanced collection of
articles illustrating in concrete terms the benefits, as well as the
challenges, of globalisation.

While books on globalisation are aplenty, far too often they focus
on the downside. Beyond our Shores is refreshingly different.
Mr Harcourt, who is chief economist at Austrade, draws together
essays to paint the emergence of a dynamic, innovative and diversified
community of Australian exporters. He explains, for instance, the
transformation of the wine industry, led by exports of wines into
European, American and Asian markets, that are of consistent and

improving quality due to a commitment to research and development
and a willingness among winemakers to adopt the latest technology in
winemaking and marketing. The transformation has been so rapid that
within 20 years Australia has become the 4th largest wine exporting
country, earning some AUS$3 billion per year in export revenues.

Beyond our Shores also offers insights into how Australia has managed
to reform its economy over the past two and half decades and
position itself to benefit from new technologies, the emergence
of rising market economies, particularly in Asia, as well as more
open and competitive international markets. Tim Harcourt argues
convincingly that this is leading to a more diversified export base,
notably in knowledge-intensive sectors, such as biotechnology.
While resource and rural products are still the main exports, many

readers will be surprised, as this reviewer was,
to learn that Australia is now a leading exporter of

hearing implants and tissue-engineered cellular
products for skin grafts.

By using Australia as an example, Mr Harcourt manages
to present an accessible and probing analysis of the

drivers of globalisation, and the opportunities it promises
to deliver to economies and businesses of all shapes and sizes. A core
purpose of Beyond Our Shores is to raise the aspirations and confidence
of Australian enterprises in export markets, and to boost awareness of
the professional services that Austrade can provide. Commercial
traders and investment promotion professionals from many countries
will clearly find the book useful, as will students in economics, even
if they should still read Robinson Crusoe.

A useful addition to the book would be an overview of Australia's

export performance at the aggregate level, and how it compares
with its competitors. This would evidently present a less rosy
picture. In fact, according to the OECD measure of export
performance for total goods and services, Australia's performance
has slipped by some 25% since 1999. This, of course, is not an

indictment on Austrade. On the contrary, it shows that many of the
challenges Australia faces do indeed lie beyond its shores.

It also points to a broader challenge facing the Australian economy
itself. Seizing new and expanding traditional export markets is a
never-ending job. It requires adding to an economy's productive
capacity, including its export infrastructure. Supply-side bottlenecks
in Australia's ports and transport network are holding back export
potential. But reducing such obstacles involves a domestic policy
agenda that is wider ranging, including attracting a higher level and
more efficient investment in infrastructure. These issues may
exceed the scope of Beyond Our Shores. Nonetheless, I look forward
to one day reading a companion volume, maybe entitled Within
Our Shores.

Chapters can be downloaded for free at www.austrade.gov.au, "Economist's
Comer".

Frankie.org ay st.K
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BOOKS

Reviews

Modern building
blocks

21st Centuiy Learning Environments

Many factors can influence the quality of education,
from teaching and tools to size and comfort of
classrooms. As with cleverly laid out books, good

design of schools can also stimulate behaviour and
responsiveness and facilitate learning. Today schools are
becoming less a place where kids sit in rows for several hours
at a time, but multifunctional spaces enabling new kinds of
learning.

21st Century Learning Environments captures the spirit of
innovation and excellence in building design today, using case
studies from Australia, Canada, New Zealand, Singapore,

Switzerland, the UK and the US. Many of the facilities
presented demonstrate how governments, architects, school
managers, teachers, students, parents and communities can
work together to enhance existing schools as well as creating
new quality learning environments for a changing world.

Alfriston College in New Zealand, for instance, uses
moveable partitions between learning spaces that can

be configured for groups of 15-120 students, while at
the Millennium High School in New York City each

classroom includes an alcove that serves as a reading,
conference and library area. This school, housed in an

office building in the Wall Street area, resembles a
modern office with glass partitions. By way of contrast,

there is the Montessori school in Minnesota, which is set

on a 160-acre farm that teaches how to be "good stewards of
the land". Spatial design is one aspect; actual learning tools can
be built into a school, such as an eco-garden.

However, the cost of bringing schools up to date is high. In the
UK, updating many existing schools that were built after the
Second World War would require an estimated £5 billion
annually over the next 10 to 15 years. Still, as Professor
Stephen Heppel, one of the contributors to the report, puts it,
"there is no measure of how much learning has leaked out of a
poorly designed school".

ISBN: 9264006486. See the New Publications pages or
www.oecdbookshop.org for ordering details.

Instructive

design
PEB Compendium of Exemplaiy Educational
Facilities, 3rd edition

Innovative design, use and management of physical
infrastructure can contribute to the quality of education.
This lesson is not all that new. For a decade now, the

OECD Programme on Educational Building (PEB), has led an
international jury in selecting a number of institutions that
exemplify considerations of flexibility, community needs,
sustainability, safety and security, and financing. In addition
to schools and universities in 20 different countries, the latest

third edition also covers pre-schools, for a total of 65
examples of studiously photographed innovative schools.

ISBN 9264022295. See the New Publications pages or
www.oecdbookshop.org for ordering details.
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New OECD publications, May to July 2006
HIGHLIGHTS

African Economic Outlook

This edition highlights transport infrastructure
issues. A broad, insightful picture of the
economies of Africa that includes

macroeconomic projections, country reports,
and a statistical annex.

www.SourceOECD.org/9264022430

International Migration Outlook: SOPEMI

This first issue of the International Migration
Outlook analyses recent trends in migration
movements and policies in all OECD countries.
For the first time, it includes harmonised

statistics on long-term international migration
inflows.

www.sourceOECD.org/926403627X

ISBN 92-64-02243-0

18-May-2006, 588p
$100 £55 ¥11 100

ISBN 92-64-03627-X

8-Jun-2006, 328p
$99 £54 ¥1 1 000

GENERAL ECONOMICS

OECD Economic Outlook No. 79

OECD's twice-yearly set of economic projections.
ISBN 92-64-01837-9

7-Jul-2006, 230p
$97 £55 ¥11 000

www.sourceOECD.org/periodical/04745574/
ecooutlook

OECD Economic Surveys: Denmark
ISBN 92-64-02469-7

28-Jun-2006, 140p
$52 £30 ¥5 900

www.SourceOECD.org/9264024697

OECD Economic Surveys: Finland
ISBN 92-64-02606-1

26-May-2006, 140p
$52 £30 ¥5 900

www.SourceOECD.org/9264026061

OECD Economic Surveys: Germany

ISBN 92-64-02515-4, 6-Jul-2006, 128p
$52 £30 ¥5 900

www.SourceOECD.org/9264025 1 54

OECD Economic Surveys: Luxembourg
ISBN 92-53-02521-9

4-Jul-2006, 138p
$52 £30 ¥5 900

www.SourceOECD.org/9253025219

OECD Economic Surveys: Poland

ISBN 92-64-02621-5, 23-Jun-2006, I30p
$52 £30 ¥5 900

www.SourceOECD.org/9264026215

OECD Economic Surveys: Portugal
ISBN 92-64-02602-9

l-Jun-2006, 122p
$52 £30 Y5 900

www.SourceOECD.org/9264026029

Infrastructure to 2030: Telecom, Land

Transport, Water and Electricity

A long-term examination of future
infrastructure

needs, and how they might be financed.

ISBN 92-64-02460-3, 30-Jun-2006, 293p
$56 £31 Y6 200

www.SourceOECD.org/9264024603

Directory of OECD Intergovernmental
Bodies

ISBN 92-64-02368-2

26-Apr-2006, 502p
$30 £16 ¥3 300

www.SourceOECD.org/9264023682

AGRICULTURE

Using Market Mechanisms to Manage
Fisheries

ISBN 92-64-03657-1

21-Apr-2006, 324p
$88 £48 ¥9 600

www.SourceOECD.org/9264036571

OECD/FAO Agricultural Outlook
2006-2015

An assessment of agricultural market prospects

based to 2015 for production, consumption,

trade, stocks and prices of mainly temperate
zone agricultural commodities.
ISBN 92-64-02460-3

6-Jul-2006, 190p
$75 £40 ¥8 300

www.SourceOECD.org/9264024603

OECD Review of Agricultural Policies:
South Africa

ISBN 92-64-03679-2

21-Apr-2006, 180p

$63 £34 ¥6 800

www.SourceOECD.org/9264036792

DEVELOPMENT

Integrating Human Rights into

Development
ISBN 92-64-02209-0

I 3-Jun-2006, 107p

$30 £16 ¥3 300

www.SourccOECD.org/9264022090

The Development Effectiveness of

Food Aid: Does Tying Matter?
ISBN 92-64-0)346-6

31-May-2006, 122p
$30 £16 ¥3 300

www.SourceOECD.org/9264013466

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. Listed publications are also
available via our Online

Bookshop:

www.oecd.org/bookshop.
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Sign up for our free email alerting
service and for various

e-newsletters including our

monthly What's New at OECD at
www.oecd.org/oecddirect.

N\iTh« BI««o( China
1 and India

SB

The Rise of China and

India: What's In It for Africa?

Demonstrates how the growing

economic power of China and

India is already influencing

thegrowth patterns of African
countries.

ISBN 92-64-02441-7

30-May-2006, 150p
$30 £16 ¥3 300

www.SourceOECD.org/9264024417

Fishing for Coherence: Fisheries and
Development Policies
ISBN 92-64-02394-1

2-May-2006, 134p
$38 £20 ¥4 200

www.SourceOECD.org/9264023941

Trade. Agriculture and Development:
Policies Working Together
ISBN 92-64-02200-7

26-Apr-2006, 266p
$75 £41 ¥8 300

www.SourceOECD.org9264022007

Harmonising Donor Practices for
Effective Aid Delivery
ISBN 92-64-03583-4

21-Apr-2006. 82p
$29 £16 ¥3 300

www.SourceOECD.org/9264035834

EMPLOYMENT

OECD Employment Outlook 2006:

Boosting Jobs and Incomes

OECD's annual report on countries' efforts to
create jobs and raise incomes, including a
reassessment of the OECD Jobs Strategy.
ISBN 92-64-02384-4

20-June-2006, 280p

$100 £55 ¥1 I 100

www.SourceOECD.org/9264023844

ENERGY

Natural Gas Market Review

Assesses developments in world natural gas
markets to 2010.

ISBN 92-64-10984-6

8-Jun-2006, 136p
£55 ¥11 100

www.SourceOECD.org/9264109846

Optimising Russian Natural Gas: Reform
and Climate Policy
ISBN 92-64-10986-2

17-Jul-2006, 250p

$98 £50 ¥10 000

www.SourceOECD.org/9264109862

Energy Policies of 1EA Countries:
Denmark

ISBN 92-64-10971-4

26-Jun-2006, 180p

$94 £51 ¥10 400

www.SourceOECD.org/92641097 1 4

Energy Policies of IEA Countries: New
Zealand

ISBN 92-64-10969-2

22-May-2006, I72p
$94 £51 ¥10 400

www.SourceOECD.org/9264109692

Light's Labour's Lost: Policies for
Energy-Efficient Lightings

Documents the broad range of policy measures

to stimulate efficient lighting.
ISBN 92-64-10951-X

31-May-2006, 350p
$125 £68 ¥13 900

www.SourceOECD.org/926410951X

NUCLEAR ENERGY

Uranium 2005: Resources,

Production and Demand

This recognised world
reference on uranium makes

projections through 2025.
ISBN 92-64-02425-5

2-Jun-2006, 388p
$150 £82 ¥16 700

www.SourceOECD.org/9264024255

Advanced Nuclear Fuel Cycles and

Radioactive Waste Management
ISBN 92-64-02485-9

26-May-2006, 244p
$67 £36 ¥6 900

www.SourceOECD.org/9264024859

Disposal of Radioactive Waste: Forming a

New Approach in Germany
ISBN 92-64-02439-5

24-May-2006, 1 16p

$38 £20 ¥4 200

www.SourceOECD.org/9264024395

Building, Measuring and Improving Public-
Confidence in the Nuclear Regulator
ISBN 92-64-02590-1

24-May-2006, 236p
$59 £32 ¥6 500

www.SourceOECD.org/9264025901

You can do full-text searching

through all OECD publications from
1998 onwards on both our online

service, SourceOECD, and on the

advanced search screen of our OECD

Online Bookshop.

ENVIRONMENT

Environment at a Glance:

OECD Environmental

Indicators

Includes key
environmental indicators

endorsed by OECD
environment ministers.

ISBN 92-64-01218-4

21-Apr-2006, 156p
$44 £24 ¥4 800

www.SourceOECD.org/9264012184

OECD Environmental Performance

Reviews: Korea

ISBN 92-64-02403-4

26-Jun-2006, 268p
$56 £31 ¥6 200

www.SourceOECD.org/9264024034

Subsidy Reform and Sustainable
Development: Economic, Environmental
and Social Aspects
ISBN 92-64-02564-2

4-May-2006, 144p
$44 £24 ¥4 800

ww.SourceOECD.org/9264025642

FINANCE AND INVESTMENT/

INSURANCE AND PENSIONS

China 2006: Open Policies towards
Mergers and Acquisitions
ISBN 92-64-02193-0

21-Apr-2006. 61p
$38 £21 ¥4 100

www.SourceOECD.org/926402 1 930

Reform and Challenges for Private
Pensions in Russia

ISBN 92-64-01386-5
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2 1 -Apr-2006, 98p
$29 £16 ¥3 300

www.SourccOECD.org/9264013865

INDUSTRY AND SERVICES

The Iron and Steel Industry in 2004
ISBN 92-64-02241-4

27-Mar-2006, 47p
$56 £31 ¥6 200

www.SourceOECD.org/9264022414

OECD Statistics on International Trade-

in Services

ISBN 92-64-01384-9

l-Jun-2006, 268p
$106 £58 Yl I 800

www.SourccOECD.org/9264013849

SCIENCE & INFORMATION

TECHNOLOGY

OECD Reviews of Risk Management

Policies: Norway Information Security
ISBN 92-64-02550-2

26-Apr-2006, 132p
$31 £17 ¥3 500

www.SourccOECD.org/9264025502

Innovation in Pharmaceutical

Biotechnology: Comparing National

Innovation Systems at the Sectoral Level
ISBN 92-64-01403-9

11 -Apr-2006, 187p
$56 £31 ¥6 100

www.SoLirccOECD.org/9264014039

TAXATION

Fundamental Reform of Personal

Income Tax

Examines the general trends in the

taxation of capital and wage income and the

most significant changes that have taken plao

in recent years.

A list of OECD publications

distributors and booksellers in your
countries is available at

www. oecd . org/publishing/distributors .

A list of institutions subscribing to
SourceOECD is available at

www. oecd. org/publishing/
sourceoeedsubscribers .

ISBN 92-64-02577-4

6-Jun-2006, 1 40p
$38 £20 ¥4 200

www.SourceOECD.org/9264025774

Tax Co-operation: Towards a Level

Playing Field

Describes the key principles and country

policies regarding transparency and

information exchange with regards to tax
administration.

ISBN 92-64-02407-7

31-May-2006, 248p
$75 £41 ¥8 300

www.SourceOECD.org/9264024077

TRADE

Environmental and Energy Products:

The Benefits of Liberalising Trade
ISBN 92-64-02481-6

9-Jun-2006, I HOp
$67 £36 ¥6 900

www.SourceOECD.org/9264024816

Trading Up: Economic Perspectives on

Development Issues in the Multilateral

Trading System
ISBN 92-64-02559-6

23-May-2006, 253p
$74 £40 ¥8 100

www.SourceOECD.org/9264025596

TRANSPORTATION

Improving Transport Accessibility
for All: Guide to Good Practice

ISBN 92-821-0139-8

18-May-2006
$63 £34 ¥6 900

www.SourceOECD.org/9282101398

Road Safety Performance: National Peer
Review Russian Federation

ISBN 92-821-0355-2

26-Apr-2006

$63 £34 ¥6 900

www.SourceOECD.org/9282103552

URBAN, RURAL & REGIONAL
AFFAIRS

Skills Upgrading: New Policy

Perspectives
ISBN 92-64-01250-8

6-Jun-2006, 314p
$81 £44 ¥8 900

www.SourceOECD. org/9264012508

Through the OECD Online

Bookshop, you can order print

versions of publications as well as

PDF versions for quick download.

OECD Territorial Reviews: France

ISBN 92-64-02265-1

4-May-2006, 165p
$50 £27 Y5 500

www.SourceOECD.org/9264022651

FORTHCOMING

OECD Economic Surveys: Canada

Development Aid at a Glance

Innovation and Growth in Tourism

OECD Glossary of Statistical Terms

Policy Framework for Investment: A Review
of Good Practices

The Political Economy of Environmentally
Related Taxes

Understanding National Accounts: An OECD
Manual

Latest OECD Policy Briefs

Free online at www.oecd.org

Economic briefs on Surveys of the
Czech Republic,Denmark, Finland,
Germany, Portugal

OECD Territorial Reviews: the

MesoamericanRegion, Seoul,
Stockholm

Agricultural Policy Reform in
South Africa

Competition Law and Policy in
Switzerland

The Social Dimension of

Environmental Policy
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Focus on education

Recent OECD publications

ffifi

Where Immigrant Students Succeed:
A Comparative Review of Performance and
Engagement in PISA 2003

Drawing on the PISA 2003 survey, this report
examines the performance of students with
immigrant backgrounds and compares it to that of
their native counterparts.

www.SourceOECD.org/9264023607

21st Century Learning Environments

Drawing on material presented at a conference, this
richly illustrated book presents the latest in school
design excellence in a variety of countries.
www.SourceOECD.org/9264006486
ISBN 92-64-00648-6 '

ll-Apr-2006, 108p
$31 £17 ¥3 400

ISBN 92-64-02360-7

14-May-2006, 224p
$38 £20 ¥4 100

JUST OUT

Education Policy Analysis
OECD's annual publication addressing key
education policy issues. This edition covers
teacher motivation, formative assessment, gender
differences and mathematics, and policy regarding
international students.

ISBN 92-64-02269-4

13-Jun-2006, 80p
$30 £16 ¥3 300

www.SourceOECD.org/9264022694

ICT and Learning: Supporting
Out-of-School Youth and Adults

Reveals a number of interesting examples of
innovative programmes using ICT that can
increase access to learning by out-of-school youths
and adults.

ISBN 92-64-01227-3

30-May-2006, 170p
$29 £16 ¥3 300

www.SourceOECD.org/9264012273

Skills Upgrading: New Policy
Perspectives
ISBN 92-64-01250-8

6-Jun-2006. 314p
$81 £44 ¥8 900

www.SourceOECD.org/9264012508

Think Scenarios, Rethink Education

Discusses how to develop scenarios to address
the longer-term challenges confronting education
policy and practice.
ISBN 92-64-02363-1

21-Apr-2006, 202p
$30 £16 ¥3 300

www.SourceOECD.org/926402363 1

Personalising Education
Examines various approaches, key policy
challenges and constraints in personalising
education.

ISBN 92-64-03659-8

24-Feb-2006, 128p
$29 £16 ¥3 300

www.SourceOECD.org/9264036598

HIGHER EDUCATION

University Research Management:
Developing Research in New Institutions
Examines the processes and strategies being

Higher Education
Management and Policy

This journal, edited by
the OECD's Programme
on Institutional

Management in Higher
Education (IMHE),

addresses administrators

and managers of institutions of higher
education and researchers in the field of

institutional management, through

articles and reports on such issues as

quality assurance, human resources,
funding and internationalisation.
Published three times each year. ISSN
1682-3451

Subscription: $128 £73 ¥14 000
www.SourceOECD.org/16823451

devised by new higher education institutions to
increase research.

ISBN 92-64-00694-X

12-Oct-2005, 244p
$42 £22 ¥4 300

www.SourceOECD.org/926400694X

E-learning in Tertiary Education: Where
Do We Stand?

Shows why and how different kinds of tertiary
education institutions engage in e-learning
ISBN 92-64-00920-5

15-Jun-2005,292p
$46 £24 ¥4 700

www.SourceOECD.org/9264009205

STATISTICAL ANALYSIS

Are Students Ready for a Technology-Rich
World? What PISA Studies Tell Us

Examines how extensive access to ICT is in

schools, how it is used by students, and how it
impacts student performance.
ISBN 92-64-03608-3

24-Jan-2006, 138p
$29 £16 ¥3 300

www.SourceOECD.org/9264036083

Education Trends in Perspective: Analysis
of the World Education Indicators

Provides a range of comparable, cross-national
education indicators for 19 middle-income

non-OECD countries comprising over 50% of the
world population.
ISBN 92-64-01360-1

l-Nov-2005, 232p
$31 £17 ¥3 400

www.SourceOECD.org/9264013601

Students with Disabilities, Learning
Difficulties and Disadvantages
An internationally comparable set of indicators
on educational provision for students with
disabilities, learning difficulties and disadvantages.
ISBN 92-64-00980-9

12-Oct-2005, 152p
$50 £27 ¥5 500

www.SourceOECD.org/9264009809

Education at a Glance: OECD Indicators

A rich, comparable, and up-to-date array of
education indicators covering participation,
expenditure, resources, outcomes, and
management. Annual.
ISBN 9264011900

14-Sep-2005, 436p
$73 £40 ¥7 900

www.SourceOECD.org/92-6401 1900

Learning a Living: First Results of the
Adult Literacy and Life Skills Survey
Presents an initial set of findings thai shed new
light on the twin processes of skill gain and loss.
ISBN 92-64-01038-6

6-May-2005, 330p
$64 £33 ¥6 600

www.SourceOECD.org/9264010386

Latest OECD Policy Briefs
on education

Free online at

www.oecd.org/publications/policybrief
E-learning in Tertiary Education

Formative Assessment: Improving

Learning in Secondary Classrooms

Internationalisation of Higher
Education

OECD Observer No. 256 July 2006
271



BOOKS

Reviews

People movement
International Migration Outlook

Some 3-3.5 million immigrants, including
those already living in their new country
on a temporary basis, became official long-term

residents in OECD countries in 2004, according to the 2006
edition of International Migration Outlook, an annual report that
analyses population movements and policies both overall in the
OECD area and on a country-by-country basis.

Immigration rose sharply to the US (+34%), Italy (+28%)
and the UK (24%) during 2004, the latest year for which
comparable figures are available. By contrast, immigration
dropped sharply in Finland (-25%), Germany (-15%) and
New Zealand (-14%). Over the same period, the number
of asylum seekers arriving in OECD countries declined by
more than 20%, continuing a trend that has seen a 35%
drop since 2000.

The number of temporary, seasonal, and contract workers
has been increasing over the past ten years as OECD countries
continue to recruit temporary foreign workers. The increase
in the number of foreign students is also significant, particularly
in New Zealand, Japan, Australia, France and Germany.

International Migration Outlook examines other new
developments, too. For instance, since EU enlargement

in May 2004, only three member states-the UK, Ireland
and Sweden-have opened their labour markets to

nationals of the new accession countries. The upshot has
been clear. From May 2004 to the end of December 2005,

345,000 workers from the new member states registered in
the UK. In Ireland, for so long a country of emigration,
the figure was 83,000, or some 4% of the Irish labour force.

Security and the fight against irregular migration clearly
influence policies to control migration flows. In parallel,
new measures have been adopted to develop or improve the
integration of newcomers. These include obligatory language
courses, ethnic diversity promotion within firms as in many
countries, and overt campaigns against discrimination or for
equal opportunities.

International Migration Outlook scrutinises in some detail the

merits of migration policies and programmes which set quotas
and numerical limits. It notes that these systems can be difficult
to manage if the levels set do not take account of existing family
or humanitarian migration as well as unauthorised movements.

ISBN 92-64-03627-X

ORDER FORM
Subscribe to the OECD OBSERVER Special two-year rates available only at www.oecdobserver.org/subscribe.htr

r I iCS, please enter my subscription for
six issues plus free OECD in Figures
annual supplement, worth 15.

US$68

£37

¥7 400

Subscription will commence with the next available
issue. Subscribers will be provided with the English
language edition unless otherwise indicated.

English language edition (0100001 P) ISSN 0029-7054

French language edition (0100002P) ISSN 0304-3398

IMour BOOKS either online at www.oecdbookshop.org or by mailing your choices from the New publications titles in this section to one of the addresses below.

there do wp»eliver?

Name	

Organisation	Position held .

Address	

Postcode	City . .

Payment details

Cheque/money order enclosed (payable to OECD)

Please charge my VISA/MasterCard/American Express
TOTAL amount due	
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E-mail
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For customers in the US
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The Bleachery
143 West Street, New Milford
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Tel: (1) 800 456 6323
Fax: (1)860 530 0039

Email: oecdna@turpin-distribution.com

For customers in the rest of the world

Turpin Distribution Services Ltd.
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Pegasus Drive, Biggleswade
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Tel: (44) 1767 604 960
Fax: (44) 1767 604 640

E-mail: oecdrow@extenza-turpin.com
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Beyond nursing
Traditionally a male bastion in many

countries, the medical profession
has seen the proportion of female

doctors steadily increasing, accounting now
for an average of 38% of all doctors in
OECD countries, up from 24% a quarter
of a century ago. In some countnes,

particularly in central and eastern Europe
and in Finland, female doctors now

outnumber male ones. On the other hand,

the proportion of female doctors, while
rising, remains relatively low in Japan as
well as the US, Australia and Canada.

Given recent trends in school enrolment

and graduation patterns, the proportion of
female doctors is set to rise further. In the

US, almost half of first-year students in
medical schools in 2002-03 were women,

up from 29% in 1980-81. In Canada,
53% of graduates from medical schools
in 2004 were women, up from 45% ten

years earlier.

Polish innovation

After two years of slow growth and
rising unemployment, GDP in Poland
finally turned around in 2004 and is

set to pick up to around 4.5% in 2006-07.
According to the latest OECD Economic Survey
of Poland (June 2006), the long process of
convergence with EU partners may have
resumed, though with GDP per head still
under 45% of the EU average, there is much
to be done. The report cites sluggish
investment and low innovation activity as

problems, which it blames on a high degree of
regulation and bureaucracy, despite progress in
recent years. And while the report salutes new
efforts, including a 2005 law to help improve
the flow of finance to potential innovating
companies, it would like to see more effort to
leverage private finance, involving venture
capital companies.

Women doctors
Rising number of female doctors, 1980 and 2004 (or latest year)

% of all doctors 1980

jj 3j 37 38 38 38 38-
34 35 35 3: 35 m m m ;

vêêêè
^.$S^^<^^

(1)2003

(2) 2002

Source: OECD Health Data 2006

f

More women doctors is good news for
primary care, which women tend to
specialise in, such as paediatrics, psychiatry,
obstetrics and gynaecology. For some
countries, it may also mean greater
self-sufficiency in doctor supply and relying

less on having to attract physicians from
abroad. Meanwhile, nursing continues to

attract predominantly women. The share of
female nurses exceeds 85% in all countries,

with the exceptions of Italy and Spain where
a sizeable share of nurses are now men.

Innovation gaps
GDP per capita and R&D expenditure, 2003 or latest year available
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Source: OECD National Accounts database and OECD Main Science and Technology Indicators database

Poland's R&D expenditure as a share of GDP
remains among the lowest in the OECD, at some 0.7%, even though
various official programmes had targeted twice that level. Now, the
National Reform Programme for 2005-08 to implement the Lisbon
Strategy earmarks a rise to 1.85% by 2008. Innovation drives growth,
but some high-level research may be unnecessary, and the report

notes that Polish industry could boost productivity simply by adopting
best-practice methods and existing technologies, as well as importing
the right machines. Most of all, the government must provide the right
framework conditions for innovation to flourish anyway, and that

includes supplying the right kind of human capital.
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Indicators

% change from:

Australia

Iceland

ES
Ireland

I a pan

Korea

previous

period
previous

year

Gross domestic product

Leading indicator

Consumer price index

Q4 05 0.5 2.7 Current balance Q4 05

Apr. 06 -0.3 0.7 Unemployment rate May 06

Ql 06 0.9 3.0 Interest rate May 06

Gross domestic product Q4 05

Leading indicator

Consumer price index Apr. 06

-0.3

1.2

3.6

5.5

Current balance

Unemployment rate

Interest rate

Ql 06

Apr. 06

Jan. 06

current

period

-10.74

4.90

5.87

-1.02

1.30

10.30

same period

last year

-12.25

5.10

5.68

Austria Gross domestic product Ql 06 0.5 2.3 Current balance Q4 05 1.70 -0.07

^^
Leading indicator Apr. 06 1.2 9.0 Unemployment rate Apr. 06 4.90 5.20

^ Consumer price index Apr. 06 0.4 1.8 Interest rale * »

Belgium Gross domestic product Ql 06 0.8 2.3 Current balance Q4 05 -2.00 2.69

I Leading indicator Apr. 06 0.6 7.2 Unemployment rate Apr. 06 8.40 8.50

	 Consumer price index May 06 0.4 2.2 Interest rate * *

Canada Gross domestic product Ql 06 0.9 3.2 Current balance Ql 06 9.23 3.91

141 Leading indicator Apr. 06 -0.6 0.5 Unemployment rate Apr. 06 6.40 6.80

Consumer price index Apr. 06 0.5 2.4 Interest rate May 06 4.27 2.59

Czech Republic Gross domestic product Q4 05 1.9 6.7 Current balance Ql 06 -1.45 -0.33

^^^1 Leading indicator Apr. 06 1.5 12.3 Unemployment rate Apr. 06 7.50 8.10

^^^H Consumer price index Apr. 06 0.1 2.8 Interest rate May 06 2.12 1.78

Denmark Gross domestic product Q4 05 0.0 3.4 Current balance Q4 05 2.59 0.94

Leading indicator Apr. 06 0.2 7.0 Unemployment rate Mar. 06 4.30 5.40

Consumer price index Apr. 06 0.4 1.8 Interest rate May 06 2.93 2.12

Finland Gross domestic product

Leading indicator

Ql 06

Apr. 06

0.4

-0.4

2.9

6.1

Current balance

Unemployment rate

Mar. 06

Apr. 06

-0.08

7.50

0.70

8.50r4	1n i Consumer price index Apr. 06 0.5 1.3 Interest rate * *

France Gross domestic product Ql 06 0.5 1.5 Current balance Mar. 06 -2.16 -2.27

Leading indicator Apr. 06 0.2 3.4 Unemployment rale Apr. 06 8.90 9.70

Consumer price index Apr. 06 0.4 1.7 Interest rate * *

Germany Gross domestic product Ql 06 0.4 1.4 Current balance Ql 06 22.31 30.51

^^^^ Leading indicator Apr. 06 0.6 7.6 Unemployment rate Apr. 06 8.20 9.90

Consumer price index Apr. 06 0.4 2.0 Interest rate * *

Greece Gross domestic product Ql 06 2.8 4.1 Current balance Mar. 06 -3.17 -1.32

F7 1 Leading indicator

Consumer price index

Apr. 06

Mar. 06

0.5

2.4

5.3

3.3

Unemployment rate

Interest rate

Dec. 05 9.60 10.20

Hungary Gross domestic product Ql 06 1.0 4.3 Current balance Q4 05 -1.55 -1.92

^^^ Leading indicator Apr. 06 0.7 15.2 Unemployment rate Apr. 06 7.40 7.20

^^ Consumer price index Apr. 06 0.7 2.3 Interest rate May 06 6.16 7.41

-0.53

2.20

7.23

Gross domestic product Q4 05 1.9 5.1 Current balance Q4 05 -0.66 -0.57

Leading indicator Apr. 06 1 .2 13.2 Unemployment rale Apr. 06 4.30 4.40

Consumer price index Apr. 06 0.8 3.8 Interest rate * *

Italy Gross domestic product Ql 06 0.6 1.5 Current balance Dec. 05 -1.11

nn Leading indicator Apr. 06 0.4 0.6 Unemployment rate Dec. 05 7.70

Consumer price index Apr. 06 0.3 2.2 Interest rate *

3.34

7.90

Gross domestic product Ql 06 0.5 3.0 Current balance Mar. 06 14.41 12.85

Leading indicator Apr. 06 0.7 2.7 Unemployment rale Apr. 06 4.10 4.40

Consumer price index Apr. 06 0.3 0.4 Interest rate Apr. 06 0.06 0.03

Gross domestic product Ql 06 1.3 6.1 Current balance Apr. 06 -0.13 0.94

Leading indicator Apr. 06 3.0 12.1 Unemployment rate Apr. 06 3.50 3.80

Consumer price index May 06 0.2 2.4 Interest rate Apr. 06 4.30 3.50
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Indicators

% change from:

current same period

period last year
previous

period
previous

year

Luxembourg Gross domestic product Q4 05 5.6 5.7 Currenl balance Q4 05 1.15 1.07

^^^ Leading indicator Apr. 06 1.1 14.4 Unemployment rate Apr. 06 4.80 4.40

t^^mm Consumer price index May 06 0.4 3.1 Interest rate * *

Mexico Gross domestic product Ql 06 1.5 4.2 Current balance Ql 06 0.59 -2.88

* Leading indicator Apr. 06 2.3 8.2 Unemployment rate Sept. 05 3.50 3.90

M^M Consumer price index Apr. 06 0.1 3.2 Interest rate May 06 7.12 9.92

Netherlands Gross domestic product Ql 06 0.2 2.1 Current balance Ql 06 12.83 10.73

Leading indicator Apr. 06 0.3 5.2 Unemployment rate Apr, 06 3.80 4.90

Consumer price index Apr. 06 0.4 1.2 Interest rate * *

New Zealand Gross domestic product Q4 05 0.0 1.9 Current balance Q4 05 -2.34 -1.88

rzm Leading indicator Mar. 06 -0.4 -5.5 Unemployment rate Ql 06 3.90 3.80

HH Consumer price index Ql 06 0.6 3.3 Interest rate May 06 7.49 7,05

Norway Gross domestic product Ql 06 0.6 2.7 Current balance Q4 05 14.67 9.58

II Leading indicator

Consumer price index

Apr. 06

Apr. 06

0.0

0.9

5.0

2.7

Unemployment rate

Interest rate

Mar. 06

May 06

4.00 4.80

2.94 2.08l II

Poland Gross domestic product

Leading indicator

Ql 06

Apr. 06

-10.6

1.0

5.0

9.9

Current balance

Unemployment rate

Mar. 06

Apr. 06

-0.28 -0.04

16.50 18.10

Consumer price index Apr. 06 0.7 1.1 Interest rate Apr. 06 4.13 5.59

Portugal Gross domestic product

Leading indicator

Q4 05

Apr. 06

0.1

0.7

0.7

2.7

Current balance

Unemployment rate

Mar. 06

Apr. 06

-1.30 -1.37

7.60 7.406fe

Consumer price index Apr. 06 0.5 2.9 Interest rate * *

Slovak Reput ic Gross domestic product Q4 05 1.8 6.7 Current balance Q4 05 -1.83 -0.24

M
Leading indicator Apr. 06 2.0 0.2 Unemployment rate Apr. 06 15.50 16.40

Consumer price index Apr. 06 0.2 4.5 Interest rate Dec. 05 6.12 7.44

Spain Gross domestic product Ql 06 0.8 3.5 Current balance Feb. 06 -10.73 -7.20

n^ Leading indicator Apr. 06 0.0 0.4 Unemployment rate Apr. 06 8.30 9.50

Consumer price index Apr. 06 1.4 3.9 Interest rate * *

Sweden Gross domestic product Q4 05 0.7 2.9 Current balance Ql 06 7.27 5.46

ES Leading indicator Mar. 06 1.0 9.6 Unemployment rate Mar. 05 6.30 6.30

Consumer price index Apr. 06 0.5 1.5 Interest rate Apr. 06 2.05 1.99

Switzerland Gross domestic product Ql 06 0.9 3.5 Current balance Q4 05 13.47 12.52
__

Leading indicator Apr. 06 -0.2 3.8 Unemployment rate Ql 06 4.30 4.50

u Consumer price index Ma)' 06 0.2 1.4 Interest rate Apr. 06 1.34 0.76

Turkey Gross domestic product Q4 05 -19.5 9.5 Current balance Q4 05 -6.06 -4.19

RB Leading indicator Apr. 06 0.4 2.8 Unemployment rate Feb. 06 11.90 11.70

lai Consumer price index Ma)' 06 1.9 11.3 Interest rate Mar. 06 13.56 15.34

United Kingdc>m Gross domestic product

Leading indicator

Ql 06

Apr. 06

0.6

0.2

2.2

1.3

Current balance

Unemployment rate

Q4 05

Feb. 06

-19.16 -10.14

5.10 4.60^IL^

^ir^s Consumer price index Apr. 06 0.8 2.6 Interest rate May 06 4.65 4.83

U liled Slates Gross domestic product

Leading indicator

Consumer price index

Ql 06

Apr. 06

Apr. 06

1.3

-0.1

0.9

3.6

3.8

3.5

Current balance

Unemployment rate

Interest rate

Q4 05

May 06

May 06

-224.88 -188.36

4.60 5.10

5.15 3.22

Eliro area Gross domestic product

Leading indicator

Ql 06

Apr. 06

0.6

0.4

2.0

4.7

Current balance

Unemployment rate

Mar. 06

Apr. 06

-3.85 2,37

8.00 8.70

Consumer price index Apr. 06 0.7 2.4 Interest rate May 06 2.89 2.13

oduct: Volume series; seasonally adjusted except for Luxembourg. Poland and
dicators: A composite indicator based on other indicators of economic activity
ns on production or employment, housing permits, financial or monetary
ignals cyclical movements in industrial production from six to nine months in
r Price Index: Measures changes in average retail prices of a fixed basket of

goods and services. Currenl Balance: Billion US$; seasonally adjus
civilian labour force standardised unemployment rate; national
and Turkey; seasonally adjusted apart from Turkey; Interest Rate:
area. ,.=not available.

Source: Main Economic Indicators, June 2006

Gross Domestic Pt

Turkey; Leading In
(qualitative opinio
series.etc.), which
advance; Consume

ed; Unemployment Rate: % of
definitions for Iceland, Mexico

Three months. *refer to Euro
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Home dear home
Are house prices peaking? They

have certainly risen strongly, even
in real terms-that is, when

adjusted for inflation-since the mid-1990s
in most OECD countries and, as the latest

OECD Economic Outlook reports, their
current upswing is the longest of its kind

since the 1970s. Various indicators suggest
that house prices are not much out of line
with fundamentals in most markets.

However, the critical question is whether
interest rates will remain close to their

historical lows. If they rise steeply,
real house prices would come under
downward pressure, with a risk of
sharp drops.

While real house prices have levelled off in
Australia since 2003, and to a lesser extent in the UK, in most

countries they have kept growing or even accelerated. What are
the chances of peaks being reached in these countries? OECD
economists have looked at this question and have identified
two scenarios. Their work shows that, except for Denmark
and New Zealand, most housing markets would withstand a
I or 2 percentage point hike in long-term interest rates at 2005 real

Peak district

The probability of real house prices nearing a peak

Interest rates up by 1% (case 1) n Interest rates tip by 2% (case 1

Interest rates up by 1% (case 2) H Interest rates up by 2% (case 2)

1 1

#vv/vv * -vvv **
<5F cy# ^ # J? '

Note: Case 1 refers to the siluation in which the interest rate shock kicks in at current real house prices. Case 2 assumes that real house prices
further increase (or decrease) at the pace observed in 2005 lor another year belore the interest rate shock kicks in. To call a peak it is required that
real prices fall over a period ol at least six quarters alter having risen by at least 15% cumulatively over a period of six quarters.

Source: OECD Economic Outlook, June 2006 StatLink: http://dx.doi.org/10.1787/600065857468

house price levels, with a limited risk of a sharp downturn.
Actually, long-term interest rates are already up by some
50 basis points since late 2005, the reference period for these
calculations. If real prices continue to rise for another year at
their 2005 pace, then interest rate increases of the magnitudes
considered would raise the probability of nearmg a peak to
50% or more in France, Ireland, Spain, Sweden and the US.

5.0-

4.09

4.0- m

3.0- I

- I

1.0-1 0.69 0.79
nf , "

Working poor?
Poverty is multifaceted by nature,

making cross-country comparisons
difficult. Some countries may have a

large poverty rate but a high turnover in
and out of poverty, implying short poverty
spells by many people. Also, poverty
incidence may be low in aggregate terms,
but with only a low probability of getting
out of poverty permanently. As the latest
OECD Employment Outlook reports, one
striking observation is that a majority of
high-poverty countries exhibit a relatively
high upward income mobility. In contrast,
in some low-poverty countries, exit from

poverty may be permanent but usually for
a life of low income.

Poverty can reflect age, but also working status. In most
countries, relative poverty incidence and persistence is
higher for lone parents-especially women with children-and
less-educated individuals. Individuals in households with no

working members have a far higher risk of poverty incidence in
the long run. The presence of occasional or part-time workers
does not greatly reduce poverty risk. Also, in many countries,

Poverty risk
Relative long-term poverty risks by working status, 1994-2001

European Union

2.51

0.79

I	I
One or two

part-timers
One full-timer and

one part-timer

Number of workers in the household

Source: OECD calculations based on the European Community Household Panel (ECHP), waves 1 to 8. for the European countries;
and based on the Panel Study ot Income Dynamics (PSID), for the US. Statlink: http://dx.doi.org/10.1787/436356112021

even households with one full-time worker may still encounter
poverty, but have a far lower-than-average risk of long-term
poverty. In France and the US, one full-time worker might not
be enough to prevent households from slipping into poverty
at least once, nor even into persistent poverty in Italy or
Portugal. However, the presence of a second earner in the
family sharply reduces the likelihood of being poor in all
countries.
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Petrôleos Mexicanos is the most im

oil companies worldwide. Its commitment is to set the foundation for a healthy, ordered and
sustainable growth in order for PEMEX to have a solid national and international presence. It is a
company that grows, invests and updates itself with the active participation of the private sector,
Both national and international. It is preparing itself to be one of the most competitive oil companies in
the world, with high standards of excellence. Adhered to the Mexican constitutional framework, it
seeks to establish alliances with international companies to have state of the art technology that will
allow PEMEX to take advantage of the business opportunities in this sector.
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Integration and

Sustainable Development
for Latin America

Endesa Cien built two power interconnections between Brazil and Argentina. With the most modern

equipment and leading edge technology, Endesa Cien has made it possible to import and export

energy in any power flow direction. A 750 million dollar investment, with two 525 kV lines 500 km

long and four conversion stations of 550 MW each for a total of 2,000 MW.


