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FROM PALM OIL TO

ENVIRONMENT-FRIENDLY

BIODIESEL

Malaysia Palm Oil is truly a gift from nature, a gift for life. A single crop with many

priceless contributions. To the environment. To health. To livelihood. And the economy.

The Alternative Fuel

One such contribution is to provide

the world with on alternative source of

energy.

Malaysia Palm Oil is an energy-efficient

raw material for the production of

biodiesel, which has been recognized

and accepted as a renewable source

of energy and on alternative to petro¬

leum diesel.

Palm biodiesel has a major advantage

over petroleum diesel, providing good

engine performance and cleaner exhaust

emission. Its source is renewable

and environment-friendly. It is biode¬

gradable, non-toxic and can be used

as transportation fuel in most public

transportation systems.

Considering the comparative yields of

various oil-bearing crops, palm oil is

clearly the most efficiently produced

oil in the world today. It has a higher

energy output to input ratio compared

to corn, soy and rapeseed.

Sustainability for the environment

Whether it's for biodiesel, soap, de¬

tergents, food or cosmetic products,

Malaysia Palm Oil is derived from

agricultural land that conforms to the

Food and Agricultural Organization's

Good Agricultural Practices (GAP) and

the sustainability criteria of the

Pioundtable on Sustainable Palm Oil

(RSPO).

Malaysia has over 60% of its land

covered by forest and less than 20% of

the land area is used for agriculture,

mainly to plant oil palm and rubber,

which are essentially planted forests.

Oil palm trees help cool our planer and

contribute to our fight againsr global

warming. They do this by absorbing

huge quantities of carbon dioxide and

releasing a large amount of oxygen

that far exceeds the levels produced by

other crops like soybean and rapeseed.

Furthermore, oil palm plantations de¬

monstrate greater biodiversity than other

cultivated crops. A typical oil palm estate

teems with more than 268 species of

flora and fauna.

Our plantations are managed pro¬

fessionally so that they are sustainable

and do not endanger wildlife, making

us Malaysians proud to be the largest

producer and exporter of palm oil in

the world.

Malaysia Palm Oil. A gift from nature. A gift for life. www.mpoc.org.my
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Biofeuds

Angel Gurria is right to argue
that "subsidies . . . should target
cleaner energy innovations and
practices, and not distort or

protect markets." (No. 258/259,

December 2006). Unfortunately,
apart from a few billion dollars
being spent on R&D,
distortions and protected
markets are exactly what we are

witnessing in the biofuels area.

Viewing biofuels as a
way forward is perhaps
understandable in the current

climate, but people are being
told only the "feel good"
part of the story. The US
Administration, for instance,

has proposed that 35 billion
US gallons (132.5 billion

litres) a year of the nations
transport fuel needs in 2017
be met by "alternative fuels",
implying that achieving such a
goal would make a major

contribution to the country
becoming independent from
imported oil. What it has not
discussed is the cost of

meeting that goal.

Currently, fuel ethanol sold
in the US benefits from a

$0.51 per gallon ($0.135 pet-
litre) tax credit, among a host
ol other support measures
provided by both the federal
and various state and even

local governments. That tax
credit is due to expire at the
end of 2010, but it is likely to
be extended.

If most of the target volume
in 2017 were to be met by
ethanol alone, and the

tax credit extended, the
cumulative cost to the US

Treasury over the next
1 1 years would reach at least
$1 18 billion. Any biodiesel
in the mix, because its unit

subsidy is larger than

ethanol's, would drive that

cost higher. And state-level
measures could inflate the

total by as much as 50%. Talk

about "picking winners"! And
none of this really addresses
the demand side of the

equation.

The US, which applies a stiff
duty of 2.5% plus $0.54 per
gallon ($0.143 per litre) on
imports of ethanol from
Brazil and many other
countries, is not alone m

providing protection for its
domestic industry. The EU
applies an even higher tariff
of (around $0.25) per
litre. And Australia, which

generally charges low or
zero tariffs on imported
agricultural goods, applies a
duty of 5% plus ASO. 38143
(around $0.30) per litre on
imported ethanol-twice that
of the US.

K ethanol is such a great fuel
for the environment, and its

production outside the Middle
East reduces geographic risk,
why are so many OECD

economies doing their level
best to thwart trade in it?

Ronald Steenblik

Director of Research,

Global Subsidies Initiative

of the International Institute

for Sustainable Development
Geneva and Winnipeg

Lending conditions

Developed countries met in

Paris at the beginning of
March to discuss how much

they will contribute to the
World Bank's soft loan

window for the next three

years.

At the same time, more

than 60 European NGOs,
including ActionAid, launched

a campaign to persuade
OECD countries to use this

as an opportunity to push
lor fundamental reform at

the Bank.

We are calling for an end to
the practice of economic
policy conditionality-the
linking of Bank funding to
changes m government's
economic policies-and the

phasing out of the Bank's large
portfolio of oil and coal

projects in favour of
sustainable alternatives.

Of course, it is OECD

countries who collectively own
the vast majority of the World
Bank's shares and not the

developing countries the Bank

is supposed to be helping.

We hope they will use then-
influence to begin the process
of putting developing
countries m control of their

own development, by making
these policy changes and later
in the year, by supporting
fundamental reform of

the governance of the
International Monetary Fund
and giving more power to
the poorest countries most
affected by IMF activities. Will

OECD members live up to
this challenge?

Anne Jellema

Policy Director
ActionAid International

South Africa

Sarah Gillam

International Media

Coordinator

ActionAid International

Fondon

We welcome your views.
For more letters, visit

www.oecdobserver.org/
letters
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Winning the fight against corruption
Angel Gurria, Secretary-General of the OECD

The OECD Anti-Bribery Convention is ten years old this
year. In that short time it has established itself as the first
truly effective global instrument to fight corruption in

cross-border business deals. But despite enormous advances, the
fight against bribery must continue. And the key to further
progress depends on the resolve and willpower of OECD
member countries.

Since we enacted the Anti-Bribery Convention in 1997, OECD
and six other partner countries have made it a criminal offence
for their companies to bribe foreign officials in commercial
transactions anywhere in the world. The Convention is changing
the way we do business.

Governments have passed new anti-bribery laws; they have set
up special investigators and prosecutors. And many multinational
companies have made important changes in how they conduct
business, too. The Convention is reinforced by rigorous

monitoring of its implementation-called the "gold standard" of
monitoring by Transparency International-and by the
organisation's robust anti-bribery tools and expertise in areas such
as taxation, export credits, development aid, and corporate and
public sector governance. Indeed, the days when some OECD
countries allowed bribes to be deducted from taxes are over!

The OECD has raised awareness among governments, business
and the public around the world of the harm bribery can do. Put
bluntly, corruption is a cancer that corrodes value, trust and
public welfare. It destroys competitive markets, leading to
unfinished roads, crumbling schools and crippled health systems.
Democracy is weakened and millions of people are kept in

poverty.

The OECD takes its lead role in that fight very seriously.
Companies based in our countries supply much of the world's
business activity, from public procurement to financial services.
It is in our interest to ensure that bidders from OECD countries

operate fairly in those markets. That means continuing to help
countries on every continent to put an end to bribery. And we
must continue to work with the UN to help it implement its own

Convention and assist aid donors with their development

programmes.

The good news is that our efforts are paying off! Every year
there are more and more investigations of foreign bribery. The
number of convictions is increasing. Over 100 cases are being
investigated, and some have been successfully prosecuted.
Convictions in Korea and Sweden and a trial of a major

engineering firm in Germany owe much to new OECD-inspired
laws. Influential media now report on the OECD Convention
as a serious arbiter of good government performance. This is
progress indeed.

Take also the much-reported case involving UK defence
contracts with Saudi Arabia. A decision to further the

investigation of the effectiveness of the UK's bribery laws has
been made by the other Parties to the Convention; these are

the UK's own peers. Similar supplementary reviews have or will
be done for Japan and Ireland. Others may follow. All reviews
will be handled firmly and in the co-operative, constructive
spirit that our members expect.

A key test is how our assessments are picked up by our
members and how the authorities respond, for that is where
the real responsibility lies. Encouragingly, both Ireland and

the UK have said they will be updating their bribery laws.
Substantive progress is needed on this, but it is proof of how
effective pressure among peers can be.

The trouble is that the number of prosecutions in the OECD
should be far higher. In too many countries, not a single case
has been prosecuted! We need more cases to confirm the value
of the Convention as a tool for rooting out bribery and
improving the competitive conditions of the global market.
They are milestones to remind us of what is at stake. Without

the Convention, much OECD-generated bribery would simply
go unreported. But the real success of the OECD Convention in
tackling the supply side of bribery depends on the actions of
our members. No country should fall behind in its obligations
as this undermines the collective efforts of their partners and
gives bribery the upper hand.

Winning the fight against bribery requires constant effort. It
demands resources and political backing. It requires high
technical capacity and a united resolve among partners to
overcome very powerful interests.

The OECD is constantly updating its efforts. New procedures
for a future phase of monitoring the Convention's
implementation are being devised and our anti-bribery
instruments are being reinforced to reflect the very highest
standards. Co-operation with other bodies and major

economies is being enhanced.

But no matter how much we strengthen our efforts, our
effectiveness will depend on the willpower of our political
leaders to enforce anti-bribery laws. Inevitably, cases of bribery
will hit the news and cause unease along the way, but it is only
by dealing seriously with such cases that we will all improve
the score.

That is what the OECD is about: advanced democracies co¬

operating with each other to make the global economy work

better. The fight against bribery is very much part of that job,
and it is a light the OECD is determined to win.

OECD Observer No. 260 March 2007
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Rebalancing
continues

Jean-Philippe Cotis

US growth is shifting to a lower gear,
while Europe's robustness is
confirmed. This is the key message

from the OECD's chief economist, Jean-

Philippe Cotis, in his forecast update briefing
on 13 March. Mr Cotis reiterated the view

expressed in the latest Economic Outlook

published in November that a global
rebalancing was under way. The March
interim assessment also sees the Japanese

expansion continuing, despite lacklustre
household consumption. The German
recovery has been particularly vigorous and
euro area growth should remain above
trend, with business sentiment upbeat and
faster job creation supporting household
incomes and consumption.

Oil prices remain jittery, Mr Cotis warned,
but are much lower than half a year ago,
contributing to easing inflationary
pressures. And despite some volatility in
equity prices in recent weeks, on the whole
financial conditions were still favourable.

US growth has been below potential since
mid-2006, and Mr Cotis saw no compelling
case for the time being for the US Federal
Reserve to resume tightening. Though fiscal
outcomes in the OECD have been more

favourable than budgeted, reforms were still
a matter of urgency because of ageing
populations, pension and healthcare
pressures, Mr Cotis said.
The next OECD Economic Outlook will be

published 24 May.
For more detail, visit

www.oecd.org/economics

GDP edges up-
Gross domestic product (GDP) in the
OECD area rose by 0.9% in the fourth
quarter of 2006, up from 0.5% in the
previous quarter, according to preliminary
estimates. Among the G7 countries, GDP

growth in the fourth quarter of 2006
ranged from 0.6% and 0.7% in France to
1.2% in Japan, which was the highest
growth rate observed there since the first

quarter of 2004. Italy recorded the highest
quarterly growth in seven years with an
increase of 1.1%. US GDP grew by 0.9% in
the fourth quarter of 2006, somewhat
higher than in the two previous quarters.

In all G7 countries except Canada, for
which no data are available, the annual

growth rate was higher than in the previous
quarter, with Germany achieving the
highest annual growth of 3.7%.
See www.oecd.org/statistics

-as inflation drops-

Inflation in the OECD area fell to 1.9% year-
on-year in January 2007. Consumer pnces

rose by 1.9% in the year to January 2007,
compared with 2.2% in the year to
December 2006. On a monthly basis, the
price level rose by 0. 1 % in January 2007
after 0.2% between November and

December 2006.

In the OECD area, consumer prices for ener¬
gy stabilised in January after a year-on-year
rise by 3.8% in December. Consumer prices
for food were up by 2.4% year-on-year in
January, compared with 2.5% in December.

Excluding food and energy, consumer prices
rose by 2. 1% in the year to January after a
nse by 2% in December 2006.

Consumer prices
OECD total, January 2007
% change on a year earlier

1.9
2.4 2.1

0.0

Source: OECD

-and unemployment
steadies-

The standardised unemployment rate for
the OECD area remained at 5.8% in January
2007, unchanged from the previous month
and a 0.5% decrease from a year earlier.

The euro area, US and Japan all
experienced a 0.1% decrease m the
unemployment rate from the previous
month. For Canada, the rate

increased 0.1% from the previous
month but 0.4% lower than a year
earlier.

For details, see www.oecd.org/statistics

-though trade slows

The latest figures in merchandise trade
exports m the G 7 countries show a fall of
a seasonally-adjusted 0.4% in the third

quarter of 2006 compared with the second
quarter, while import growth stagnated at
1.3%. Despite the recent sluggish
performance, G7 trade volumes continued
to grow on a year-to-year basis, with

exports 10.4% higher and imports up
6.4%.

Germany emerged with the strongest trade
growth of these countries compared with
the previous quarter; exports rose by 6.4%
while imports were up 3.1%. On a year-to-
year basis, Germany also achieved the

highest export volume growth in the G7 at
16.9%, while imports grew by a more
modest 3.9%.

OECD Observer No. 260 March 2007
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Aid: More effort
needed

Development donors will have to increase
funding for aid programmes faster than any
other public expenditure in order to fulfil their
commitments to increase aid to $130 billion

and double aid to Africa by 20 1 0, says the

OECD's Development Co-operation Report. In
order to meet those commitments, aid funding,
recently rising by 5% per year, would have to
rise by 1 1 % every year from 2008 to 2010.

The report reviews aid volumes, noting which
donors give the most-the US by absolute
amount, Sweden and Norway as a percentage of
their gross national incomes-and which
countries get the most: Iraq at $12.9 billion
annually in 2004-05 and Nigeria at $3.2 billion,
both boosted by exceptional debt relief.

The report, which shows that aid equals more
than half the GNI of Liberia, the Solomon

Islands, and Sao Tome and Principe, warns that
aid dependency can make governments less
responsive to citizens' needs and less likely to
collect taxes. It recommends that donors

encourage more representative government and
lend support to civil society and a more
independent judiciary and media.

In 2005, Official Development Assistance (ODA)
reached a record $106.8 billion, though some 20%
of that went to debt relief for Iraq and Nigeria.

Though the 22 member countnes of the OECD's
Development Assistance Committee (DAC)
continue to supply around 95% of total bilateral
ODA, this is likely to decline as other countries
increase their aid, the report notes. In 2005 non-
DAC aid totalled $3.2 billion, with $1.7 billion

of that coming from Saudi Arabia.
Visit www.oecd.org/dac

Tax break
As globalisation raises the importance of

developing the rules of the game in international
taxation, a new measure has been introduced to

broaden the mechanisms available to companies
and individuals involved in cross-border

disputes over taxes.

The OECD's Committee on Fiscal Affairs has

agreed to modify the Model Tax Convention,
which serves as a basis for most negotiations
between countries on tax matters, by including
the possibility of arbitration in such disputes if
they remain unresolved for more than two years.
Cross-border tax disputes can arise, for instance,
when two states assert conflicting rights to tax an
individual or company Such situations can lead
to double taxation.

The continuing liberalisation of financial markets

and the increase in cross-border mobility of
capital and investment has encouraged large
corporations and financial institutions to develop
global strategies. This modification is important
both for companies investing outside their home

country and for individuals living and working
in more than one country

With the increase in the number of cross-border

disputes and complexity of cases, the
introduction of additional resolution techniques
is expected to help disputing parties deal more
smoothly with cross-border tax cases.

Further details are contained in the recent OECD

report, "Improving the Resolution of Tax Treaty
Disputes", available at www.oecd.org/taxatton or
on request at ctp.contat@oecd.org

Plus ça change . . .
"What appears to be an increase in the number of scandals may mean only that accountability and watchdog

systems are working well, and that misconduct that was previously quietly overlooked or hidden in bureaucratic

secrecy is now publicly exposed."

Spain
in the chair

Pedro Solbes, Spain's
deputy prime minister
and minister of economy

and finance, will chair this

year's annual OECD Ministerial

Council Meeting in Pans,
15-16 May. The MCM is the
summit of the OECD

ministerial calendar; Greece

chaired the event in 2006. The

main issues to be discussed at

the meeting this year include:
globalisation, growth and
equity; innovation and growth;
enlargement of the OECD and
relationships with selected non-
OECD countries; and trade.

For more detail, visit

www.oecd.org/mcm2007
and www.oecd.org/mcm2006

Sally Washington, "Managing government ethics"

February/March 1 997

in No. 204,

rt I oecd
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ISBN-13 9789264029200

Order now:

www.oecdbookshop.org
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The Excel data underlying all tables and graphs are
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service.

The 2007 edition includes:

OECD Factbook 2007 is the third edition of a dynamic

statistical annual publication from the OECD, including
more than 100 indicators.

Data on key non-OECD member countries: Brazil, China,

India, Russian Federation and South Africa.

Special focus on Migration.

"Essential"

Choice magazine

"Ideal for economics students"

L'Expansion

"The data are accompanied by explanatory analysis and
easy-to-understand graphs which allow clear international

comparisons."

Publi News

"An attractive, user-friendly volume... Putting these diverse

OECD datasets under one roof is extremely helpful to users of
international data who previously had to hunt for them in various

places or might not have known they existed... The OECD Factbook
fills a unique niche... a major contribution to international
comparisons of statistics."

Monthly Labor Review
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ORDER YOUR COPY NOW!
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The OECD Anti-Bribery Convention is ten years old in November, yet
rarely has it been in the public spotlight quite as much as in recent
months, thanks to headline-grabbing investigations of possible bribery
of foreign officials by companies from member countries. We asked
Mark Pieth, chair of the Working Group on Bribery, to explain.

Anti-bribery

OECD Observer: The international resolve to

stamp out bribery of government officials by
businesses appears to be intensifying, but at the
same time, bribery is a growing problem. Are
you satisfied that the OECD Anti-Bribery
Convention is working?

Mark Pieth: Bribery is indeed still out there.
Perhaps part of the problem is that the closer you
look, the more you find. Whereas before cases went
unreported, our lighter vigilance means we are
uncovering more cases. Furthermore, globalisation,
while driving international business, has at the
same time brought new players into the bidding.
That inevitably means more activity and so a
greater risk of bribery. Of course, this also makes it
all the more important that we fight corruption, to
ensure a fair, open, competitive global market that
works in the public interest.

The OECD Convention is an important weapon in

that fight. Its 36 signatories are major exporters.
Because of the Convention, business people from

their countries who bribe officials in other coun¬

tries are committing a criminal act. Attacking this
supply side of bribery is a major boon. Not long
ago, writing off bribes against tax was even allowed
in several OECD countries; no longer.

The OECD relies on strict monitoring of perform¬
ance to ensure that all participants implement the
Convention seriously. Each country agrees to be
scrupulously reviewed by the other participants or
"peers". In a first phase we examine the legislation
that each party uses to implement the Convention.
Then in what we call "Phase 2", we examine how

the legislation is enforced on the ground. When
the Working Group on Bribery considers that there
are weaknesses in the legislation or its enforce¬
ment, it makes recommendations for improve¬
ments. And this is one case where the OECD does

not operate on the basis of consensus: examined
countries cannot water down the review or the rec¬

ommendations. We call this "consensus minus 1".

We are not a court of justice. Rather, we exert pres¬
sure on each other to perform better. We may be

OECD Observer No. 260 March 2007



GOVERNANCE

Anti-bribery

Countries attempting to justify bribery
are likely to find themselves in a

minority.

colleagues but we talk tough to each other, albeit
"in camera". This system is a proven and effective
way of getting the job done.

By the end of 2006, some 27 countries had been

examined, including all of the G7. The remaining
nine countries will have their Phase 2 reviews by
2008, including Poland, Turkey, Brazil and
Argentina. Anyone can find the reports online, it is
all very transparent, and as you will see, compre¬
hensive.

The results are clear: today, over 100 foreign bribery
investigations are being conducted by our signato¬
ries. And since the Convention came into force in

1999, at least 30 individuals and companies that
committed foreign bribery have been penalised
with fines in some cases of up to $28 million. That
may sound small, but it is progress that would not
have happened without the Convention.

The recent decision by the UK to halt a foreign
bribery investigation has disappointed the
OECD's Working Group on Bribery, and has

been widely reported in the media. Could you
explain the reasons for your concern?

Let me quote from a media release from

14 March. "At its March 2007 meeting, the OECD
Working Group on Bribery reaffirmed its serious
concerns about the United Kingdoms discontinu¬
ance of the BAE Al Yamamah investigation and out¬
lined continued shortcomings in UK anti-bribery
legislation. It urged the UK to remedy these short¬
comings as quickly as possible and decided to con¬
duct a further examination of the UK's efforts to

fight bribery."

Our fundamental objective is to encourage change.
It is because of concerns uncovered during the sec¬
ond phase examination of the UK that the Working
Group decided to examine the UK further-a

process we call Phase 2bis. We are doing this for
other countries as well-Ireland and Japan, and per¬
haps also Luxembourg. So far, the UK case has
grabbed the headlines.

The UK has done some excellent work on raising
awareness, promoting fair trade, transparency, and
recently increasing resources for the fight against

LL OECD Observer No. 260 March 2007
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Anti-bribery

corruption. But now we wish to look more closely at
how the UK deals with pushing investigations for¬
ward, and how it translates the Convention into

practice. In the Phase 1 review of the UK we found
that the main anti-bribery law in the UK dated from
1906. The 2001 law which we encouraged is better,

but still problematic. One sticking point is the inclu¬
sion of an analysis of the relationships between pub¬
lic officials and those who have authority over
them-what is called the "the agent-principal" con¬
cept. We are concerned that specific laws to imple¬
ment the Convention have not been enacted.

The 2005 Phase 2 report on the UK expressed sur¬

prise at the absence of prosecutions for foreign
bribery in the UK since the country signed the
Convention. We found a number ol possible rea¬

sons, such as a need to present a relatively high
amount of evidence to commence an investigation
and limited resources for investigations. We were
also concerned that the impact on the UK economy

had apparently been taken into account in deciding
not to investigate in one major case, contrary to
Article 5 of the Convention.

While some action has been taken since 2005,

there are still no prosecutions. We see cases arising,

investigations, and we now see substantial amounts
of money devoted to the process. Why isn't there
more impact7 Is there a systemic blockage? Is the
apparatus there capable of dealing with the issues at
hand? These are questions we will ask when con¬
sidering the UK in the next round.

How can you be sure that countries under exam¬
ination will play ball?

Never underestimate the power ol peer pressure.

People care. Colleagues care. The recommenda¬
tions of the Working Group on Bribery and our
country reviews are a powerful impetus for
change. Many countries have amended their
legislation and there are more investigations and
prosecutions taking place every day right across the
OECD area. This is evidence that the Anti-Bribery

Convention works. Countries attempting to justify

bribery are likely to find themselves in a minority,
if not completely isolated. This hardly helps build
trust with international partners and risks backfir¬
ing against other economic interests. That is how
peer pressure operates.

Where does the convention go from here?

I have no doubt the Anti-Bribery Convention will

go from strength to strength. Difficult cases and
situations are an opportunity to confirm the instru¬
ment's effectiveness, and to demonstrate the

support of our members. They are also awkward
because they involve issues of competition, high
standards and trust among the parties to the
Convention. Such cases also raise an issue about

our determination in applying the Convention.
People will watch how we apply it to the larger

The Convention has contributed to

levelling the competitive playing field
for companies dealing across borders.

This is an important achievement.

members. We must have no double standards. All

the signatories have accepted obligations and all
will be assessed on whether they fulfil these obliga¬
tions. We are determined to treat all participants

fairly

Remember, without the Convention, there would

be no cases to uncover, investigations and prosecu¬
tions would not happen. We would be none the
wiser, and certainly none the cleaner. By promoting

high standards, the Convention has contributed to
levelling the competitive playing field for compa¬
nies dealing across borders. This is an important
achievement, which will be built on as other strate¬

gically important countries join the Convention
and as the OECD enhances its relationship with
more countries around the world.
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The OECD Anti-Bribery
Convention

What is it about?

The 1997 Anti-Bribery Convention was
the first global instrument to fight
corruption in cross-border business

deals. It has since been ratified by all
30 OECD countries and six non-members.

National governments and businesses have
used the Convention to improve their own
legislation and raise standards.

In short, bribing a foreign public official is
now a crime and a punishable offence in all
signatory countries. This is in itself a step
forward from two decades ago when bribes
could be written off tax as a business expense.
Much bribery came from exporting countries,
and targeting this "supply side" of the deal
has distinguished the OECD Convention
from other multilateral anti-bribery
instruments, in the UN for instance.

Beyond legal requirements, the Anti-Bribery
Convention ensures effective enforcement

through systematic monitoring. A special
government-mandated group of experts,
called the Working Group on Bribery in
International Business Transactions, surveys
countries' efforts to implement the
Conventions standards and monitor

compliance. This working group meets four
times a year.

There are two rigorous examination phases:
Phase 1 , which assesses the conformity of the
country's anti-bribery laws with the
Convention; Phase 2, which involves

intensive meetings in the examined country
with key players from government, business,
trade unions and civil society, the aim being
to build a clear picture of how effective that

country's anti-foreign bribery laws actually
are. A supplementary phase, Phase 2bis arises
if the working group decides further
investigation is needed following queries
that have been unsatisfactorily dealt with in
Phase 2. This situation applies so far in the
case of Ireland, Japan, and the UK, with
Luxembourg possibly to follow.

Phase 1 was completed in 2006, while
30 countries, including all of the G7, have
completed Phase 2, with the remainder to be

completed by 2008. The in-depth country
reports are published at

www.oecd.org/bribery.
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Checklist

The five main instruments:

1. 1996 Recommendation of the Council on the

Tax Deductibility of Bribes to Foreign Public
Officials;

2. 1997 Convention on Combating Bribery of
Foreign Public Officials in International Business

Transactions;

3. 1997 Revised Recommendation of the Council

on Combating Bribery in International Business

Transactions (entry into force of OECD Anti-

Bribery Convention: 15 February 1999);

4. OECD Guidelines for Multinational Enterprises;
5. 2003 Action Statement on Bribery and

Officially Supported Export Credits.

Number of signatory countries: 36.

Most recent Party to the Convention: Estonia.

Most recent Full Participant to the Working
Group on Bribery: Estonia (2004).
Six non-OECD countries are Parties to the

Convention: Argentina, Brazil, Bulgaria,
Estonia, Chile and Slovenia.

State of play: 30 countries have completed
their Phase 2 review, including all G7 countries.

Phase 2 schedule 2007: Slovenia, Chile, Turkey,
Brazil. 2008: Argentina, Estonia.

Website: www.oecd.org/bribery.
This information is accurate up to
15 March 2007. For more information:

anti-corruption.contact@oecd.org.

Defining corruption
Glossary of International Standards tor Criminalisation of Corruption

Wtat exactly is corruption? How are
offering", "promising" and
giving" a bribe treated under the

law? Different countries have different answers

to these questions, by definition as well as
interpretation. The courts of some countries,

for instance, may consider an oral offer of a
bribe not as attempted bribery, unless the
briber takes further steps.

This new glossary of terms and standards
compares definitions from the OECD, the

Council of Europe and the UN. Available in
English, with forthcoming French and Russian
versions, it is the work of the Anti-Corruption

Network, an OECD outreach initiative set up
in 1998, to help it assess practices to combat

bribery among different members, particularly
those in Eastern Europe, Caucasus and
Central Asia. Broad definitions of corruption
may be one reason why prosecutions are so
low, the report suggests.

The OECD, the Council of Europe and the
UN conventions do not define "corruption",
but establish a range of corrupt offences. The
OECD Convention establishes the offence of

bribery of foreign public officials, while the

Council of Europe adds trading in influence
and bribing domestic public officials too. In

addition, the UN Convention covers

embezzlement, misappropriation of property
and obstruction of justice. One frequently-
cited conundrum is distinguishing illegal
trading in influence from legal lobbying. The
Council of Europe Convention criminalises

trading of "improper influence", i.e., there
must be corrupt intent. The UN Convention

only covers peddlers who "abuse" their
influence. The glossary notes that
international definitions of corruption for
policy purposes are common, and cites "abuse

of public or private office for personal gain" as
a useful example for policy development.
ISBN 9789264027404
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Spotting the bribe
Government contracts generate valuable economic activity, but they are also prone to
bribery on a global scale. A new report shows how policymakers might detect bribery in
public procurement and suggests ways of defeating it as well.

The following is a true story. A
senior civil servant oversees

international procurements in
an aid organisation. Several of his
acquaintances own or hold top positions
in small European trading companies that
supply equipment and services to his

agency.

The total value of their business is over

$20 million. The civil servant receives

bribes from these companies worth over
$500k. As the boss, he bypasses internal

procurement guidelines and manipulates
processes to favour these special clients.
Rather than inviting the manufacturers
to call for tender, he uses tiny trading
companies, in which he owns a sizeable
stake. The selected firms supply these
small companies, and must go to the civil
servant to secure the business. Bribes are

deposited to various overseas accounts.
One day the civil servant receives a car
and invoices it as a compressor to be

paid for by the organisation. As a highly
trusted civil servant, he has little to

worry about.

Finally, though, a business representative
from one of the "selected" suppliers
breaks the silence and irregularities

in procurements are investigated. The
corruption costs $1.5 million to the
organisation. Trust from donors is shaken.

This is just one of a dozen or so true

corruption cases outlined in a new
report, Bribery in Public Procurement:
Methods, Actors and Counter-Measures.

Other cases examined in the report
include one that was uncovered because

of an anonymous tip-off, another by a
disgruntled contractor. But too often
corruption in government procurement

goes undetected.

From major public works projects
such as constructing power
stations and roads to building public
universities and equipping them with
telecommunications and rest rooms,

government contracts are a magnet for
international business and generate
enormous financial flows. In OECD

countries, public procurement is
estimated to account for 15% of

GDP, and more in many non-OECD
countries. Public procurement is

responsible for a high proportion of
world exports in merchandise and
commercial services-as high as 80%,
according to some estimates.

Government contracts mean valuable,

often long-term, business opportunities
for bidders and their suppliers. They are
subject to fierce international and local
competition. While all this generates
enormous valuable economic activity, it

also makes procurement vulnerable to
bribery on a global scale.

Bribes are paid for many different reasons,
but most often, they are aimed at clinching
new contracts. They may also be used
to get a job done on time, or to secure
indirect benefits, such as the geographical
location of an airport. Sometimes bribes
are offered by the company, but may also
be demanded by public officials. Paying a
bribe may ensure that the official signing
off a delivery will not withhold payment if
the goods are late. Political influence might
also explain a bribe.

However objectionable on moral grounds,
seemingly upstanding business people
yield to bribery, describing it as the price of
staying in the bidding. Yet, evidence shows
that far from driving business, systemic
corruption simply destroys it.

Millions of dollars are lost to corruption
every year. Jobs are destroyed, development
aid programmes are compromised, and
lives are put at risk by substandard,
dangerous buildings. Democracy and
institutions are also jeopardised. Some
weaker states choke on corruption,
though more robust ones suffer too.
Indeed, far from being desperate acts
on the periphery of the global stage,
corruption is a cause of concern in

OECD Observer No. 260 March 2007
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countries all around the world, including
the fastest growing economies.

Governments realise that fighting
bribery pays, and are taking action. The
1999 OECD Anti-Bribery Convention, with
its 36 countries, monitoring procedures
and other reinforcing instruments, is one
key weapon in their armoury (see page 10).

But one difficulty experts continually face
is how to improve detection. After all,
public procurement deals follow a long and
complex process, involving many stages
before a project finally reaches fruition. A
bribe may occur at any point along the
way, from the initial decision to launch a
project right through to managing it after
completion.

In October 2005, the OECD Working
Group on Bribery, the OECD bod)' in
charge of monitoring enforcement of the
OECD Anti-Bribery Convention, undertook
to develop a typology of bribery in public
procurement, with the aim of improving
knowledge of the mechanisms and
patterns of bribery in public procurement
and enhancing efforts in the prevention,
detection, investigation and sanction of
this criminal activity Bribery in Public
Procurement: Methods, Actors and Counter-
Measures is the result of that work.

The report summarises the techniques
and means used to bribe, and

examines the relationship between
bribery and other financial crimes, as

well as the motivations of those offering
and accepting bribes. Drawing on real
cases, the book offers insights into the
prevention, detection, investigation and
sanctioning of bribery

According to lead author Nicola

Ehlermann-Cache, the new study fills
a gap by bringing together international
experiences which governments can

use in dealing with bribery in public
procurement. The report will raise
public awareness as well as serve as training
material for administrators involved in

procurement and for law enforcement

agencies worldwide. Moreover, the findings
of the report are likely to be used in the
review of OECD anti-bribery instruments.

Corruption can affect an)- sector, though
as the report shows, some, like energy,
defence and aid, are particularly exposed
due to their complexity, the money involved
and the international nature of the deals.

Illicit acts masquerade as legitimate
procedure. The relationship with money
laundering, tax evasion and extortion

enables corrupt players to exploit
transnational financial networks and

manipulate the regulations designed to

An auditor can stare a bribe

straight on and just not

recognise it.

prevent bribery from occurring in the first
place. The act ma)' involve several players
working together over many years. Bidders
for a major public procurement contract
may collude, even choose to underbid,
knowing that one of them will win the
business for them all.

Cash-m-hand bribes have been displaced,
ironically, by the very payment methods
that have helped spur global business, from
free credit cards and company shares,
to accounts m offshore financial centres.

Sometimes no money changes hands until
the contract is fulfilled. The contractor

conceals the bribe in the invoice, the extra

cost being attributed to delays, unforeseen
subcontracting costs, or any number of
other factors.

Not surprisingly, much bribery happens
under government noses as procurement
deals are written up and signed off by
"officials" operating in the systems blind
spots. An auditor can stare a bribe straight
on and just not recognise it.

What should governments do? Biibeiy in
Public Procurement: Methods, Actors and

Counter-Measures examines several areas

for action, though three stand out.

A first rudimentary step is to make sure
the appropriate procurement and anti-
corruption laws are in place. Enforcement
is key, of course, as clear rules with
substantial penalties have proven time and
time again to be the most effective means to

combat bribery and cormption m public
procurement. Indeed, current prosecutions
of firms in the OECD area seem, m part, to
result from doing business in non-OECD
countries without effective anti-corruption
rules and practices.

Fighting corruption comes down to the
political will of leaders in richer countries

loo. That is why parties to the OECD Anti-

Bribery Convention have adopted
legislation making bribery a criminal
offence.

A second step is to develop networks of
experts with judicial and technical skills to
improve prevention and detection within
procurement administrations.

Third, awareness and application of
adequate procurement rules and controls

must be cultivated within procurement
administrations themselves. This demands

a better understanding among officials
ol the detrimental effects of corruption.
Though bribery is hard to detect, there ma)'
be tell-tale signs in staff behaviour. One
challenge is to train personnel to spot these
signs and to report them, which may mean
having to handle crisscrossing loyalties,
personal relationships and so on.

The importance of locally-based action to
deliver best practice cannot be overstated.
After all, the mischief recounted in our

introduction was uncovered by a business
representative working closely with the aid
agency. Public procurement has become so

global that sifting through the haystack
demands international co-operation. This
also helps to strengthen resources, which

is a problem for everyone, but particularly
lor poorer countries. The OECD's

anti-bribery instruments will evolve to

continue leading the fight against bribery
in public procurement, but their

effectiveness ultimately depends on the
people on the ground. Harnessing global,
national and local strength is what
co-operation is really about. R]C
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Growth

With some

of the world's G 7

economies finally
shaking off the sluggish
economic growth of recent
years, what are the
priorities for reform?

Bi
£ £ T^V eware of reform complacency"

a common warning issued
' by economists during times

of economic buoyancy. In such times,
budgets perform well and tough reform
decisions are put off. That is, until the
next downturn, when finances tighten
and painful changes become inevitable
and more difficult to absorb.

For the OECD's chief economist, Jean-

Philippe Cotis, the rule is simple: writing

in the annual study, Goingfor Growth, he
warns that all governments should resist

the temptation to ease up on reforms
aimed at boosting productivity and
creating more jobs.

Consider the rebalancing that is now under
way in OECD growth patterns. To be sure,
a slowing in the US has contributed to
this, but so has a pick-up in Germany
and Japan, which is in part thanks to
the progress already made in reforming
labour and product markets. Still, more
needs to be done to boost long-term

growth in all countries. Goingfor Growth
2007 advises removing further obstacles
to job creation and helping more people
back into the labour force as this would

increase incomes per head and raise
overall material living standards. Opening
up product and financial markets to
greater competition would raise

productivity, and would help shift the
balance of national income from profits
and capital income back towards higher

salaries and more jobs, the report argues.

Economists tend to take two broad

complementary approaches in looking at
growth. On the one hand, they analyse
short-term trends and prospects, which
are affected by the likes of higher
commodity prices, volatility in equity
markets and changing conditions
in foreign exchange markets. This
approach is captured in the twice-yearly
OECD Economic Outlook, for instance. But

economists must also examine what

influences underlying growth trends in
the long run, by looking at structural
factors such as regulation, mobility, skills,
productivity, technology and competition.

This is where the Goingfor Growth series
comes in. Now in its third year, it also
responds to questions OECD member
governments have asked since about
2000. The world economy was buoyant
in the late 1990s, but not all countries

had managed to take advantage. Some
advanced economies moved ahead while

others lagged behind. Why? What
might explain the gap in incomes that
was widening, notably between the US
on the one hand and France, Germany,
Italy and Japan on the other? Why did

economies such as the UK and Australia

do better, or Sweden and Ireland for

that matter? And why did countries like
Germany and Japan find it hard to grow

at all? Was the underlying economic
structure in need of reform and if so,

what and where? What lessons might
the lower income and transition

economies draw?

Goingfor Growth attempts to answer
such questions in practical terms. It
mixes diagnoses of the main weaknesses
holding back OECD economic potential
with constructive policy advice. It
presents recommendations tailored to
each country, though some principles
emerge that are common to different
groups of countries.

Chief among these is a need to improve
labour market performance to reduce
unemployment, and lift labour force
participation, particularly in parts
of Europe. All countries have to invest
in innovation and skills, and in

English-speaking economies there is
a particular need to raise skill levels
through improvements in secondary
education. Raising productivity is a
challenge for all countries too, though
especially in lower-income ones where
a key goal remains that of catching up
with the OECD average.

OECD Observer No. 260 March 2007
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Goingfor Growth sets out five priority
areas for action in each of the OECD's

30 members and the EU as a whole; for

country notes see references.

Though the US economy has served as a
benchmark in terms of GDP per capita,
it too comes under scrutiny. For
instance, the report highlights the need
to improve educational achievements in

primary and secondary schools, where
poor outcomes belie relatively high

Opening up product and financial

markets to greater competition
would... shift the balance of

national income from profits and
capital income back towards

salaries and jobs.

spending per pupil. US school
performance has been found wanting in
several OECD studies, and inaction

could affect costs, social chances,

employment and human capital. The
efforts under the aegis of the 2002 "No
Child Left Behind" act should be

pursued, in particular with greater
accountability, the report suggests.

The US and the EU are urged to reduce
their farm support, while the EU is also
asked to raise competition in energy,
telecommunications and other network

industries.

Both Germany and France are urged
to reduce barriers to competition, and
also to reduce wage costs to help fight
unemployment. For France, for instance,
the report recommends that the
minimum cost of labour be allowed to

grow less quickly than productivity and
suggests introducing a single job
contract, with job security rising with
length of service.

Competition, liberalisation and

reducing support for agriculture are
also recommendations for Japan and
Korea, where productivity remains
relatively low. Japan should also fully-
open its mergers and acquisitions
market to foreign-owned firms.

Snapshots of other recommendations
include phasing out early retirement for
Finland, and reforming sickness and
disability schemes in Norway and
Sweden. This recommendation also

applies to the UK where, the report notes,

the number of disability benefit recipients
has grown rapidly Transport congestion
also affects UK productivity, and the
report recommends investing in
infrastructure and pushing ahead with
road pricing schemes. As for Mexico and
other lower income countries, the level of

productivity must be lifted, which means
improving education and competition, as

well as easing restrictions on foreign
investment to help boost growth.

Beyond recommendations on individual

countries, Goingfor Growth also examines
some of the factors that drive growth and
which might further explain the gaps in
GDP per capita between OECD countries.
A year ago, the authors focused on
financial market liberalisation and

innovation, and this year the spotlight

turns to labour, technology and policy
design.

Labour utilisation is a key determinant
of growth, and it is no surprise that
laggard countries tend to display lower

employment rates. The report reiterates
some of the findings in the 2006
reassessment of the OECD Jobs Strategy,
arguing that the differences appear to
reflect policy and institutional settings,
such as labour regulation, training, job
mobility, and so on, all of which affect
labour performance.

Technological progress also helps explain
productivity differences. Innovation has
offered the opportunity for all countries
to increase their prosperity, but those
countries with higher trend growth also
harnessed these innovations better and

faster than others. And again, those with
lightly regulated markets have tended
to gain most. One reason is that
competition-restraining regulations

have a habit of slowing innovation and
preventing ideas and technology from
filtering through to the production
process. Moreover, countries that

embrace foreign investment tend to

Income gap
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benefit also from innovations that those

investments bring.

Strengthening competition in product
markets is another area of policy
considered m the report. Indeed, a

review of the remaining obstacles to
competition shows that enforcement ol
laws differs across OECD countries;

regulations still limit competition in a
number of sectors, notably in services;

and the design of regulations in

16 OECD Observer No. 260 March 2007



ECONOMY

Europe

network-based industries does not

always ensure access to those networks
nor provide incentives to expand

capacity.

Some will say they have heard much of
this advice in Going for Growth before,
from the OECD and others. However,

some messages are worth repeating, for
although facts might not change, the
circumstances do: decision makers come

and go, and new support builds to
push reforms that were once seen as
unpalatable or impractical.

Also, whereas some governments may
have implemented reforms successfully,
others may simply have had less luck.
One reason, the report concludes, may

be poor policy design, which led to a

bumpier ride than expected. Together
with a knowledge of how to "grease the
wheels", whatever the market, better

design would help reform-minded
governments achieve growth by bringing
about changes in both policies and
institutions.

No reform is not an option. As Mr Cotis

points out, lack of reform has often
worsened perceived insecurity,

depressing confidence. Yet, while reform
sluggishness is understandable, it is also
paradoxical, he writes, since the effects
of good reforms are there for all to see.

So, why does best practice m policy not
spread? The report suggests that reform
is often wrongly perceived as a threat to

social cohesion and deeply held values.
Aside from any philosophical objections
to market-oriented reforms, gains from
reform take time to materialise, but

progress may be slowed down by those
who fear they may lose from change.
The risk then is for a crisis to occur as

the main driver of institutional change.
That is a situation which timely, well-

designed reform to unblock growth
would help avoid. RJC

Reference

OECD (2007), Goingfor Growth: Structuré Poky
Indicators and Priorities in OECD Countries, Paris.

ISBN: 9789264030473. www.oecclbookshop.org

Visit wwvv.occtl.org/growlh/goinglorgrowlh2007

Euro riddle
Has monetary7 union helped

structural reform in Europe? The
latest Economic Survey of the Euro

area attempts an answer. On the one hand,

well-functioning markets and stronger
supply incentives would offer scope to
better exploit the benefits of the euro, by
taking advantage of more pnee
transparency and lower international
transaction costs. Given these benefits, the

adoption of the single currency should
have created strong incentives for euro area
countries to undertake reforms, whatever

the monetary policy position. On top of
this, there is the TINA-There Is No

Alternative-or "reform or die" argument:
flexible product and labour markets are
needed anyway if individual economies are
to cope with shocks when fiscal policy is
constrained.

A key argument why reform may become
more difficult m a monetary union is that
the upfront costs may be larger. And if the
benefits take a long time to appear under
economic and monetary union (EMU),
reforms may not be undertaken at all.

A second sceptical argument is that
monetary union removes the threat of an

exchange-rate crisis between participating
countries. Financial markets become less

effective at punishing bad policies-although
whether, say, devaluation punishes
countries rather than helping them is far
from evident.

Theory aside, the concrete evidence shows
euro area countries have in fact

undertaken more comprehensive and far-
reaching reforms than other OECD
countries over the past decade. This may
reflect a greater urgency, as well as
preparing for monetary union, rather than
the effects of EMU per se. However, the
evidence also suggests that reform intensity
has fallen since the advent of EMU in

1999, unlike elsewhere. Could it be that a

lack of monetary autonomy tends to
reduce the probability of structural reform?
The euro area report finds that the
evidence on this point is not strong.

Work in progress

Nevertheless, the report draws some
positive policy advice from all of this. First,
euro area countries should undertake

reforms well before reaching the point of
crisis. Second, they should put their fiscal
houses in order, as experience suggests that
the benefits of structural reform seldom

materialise until the budget situation has
been brought under control. Third,
financial market reforms that make it easier

for people to borrow against their future
incomes can bring forward the long-temi
benefits of change. Fourth, monetary policy
should partially accommodate serious
structural reforms in the euro area on stnet

conditions, such as maintaining low
inflation and making prudent estimates of
the impact of reforms on potential output.

A commitment to a series of measures

would also help. In fact, policy is usually
more effective in packages than m
piecemeal reforms, probably because
packages put vested interests at loggerheads
with each other: each group loses in some
areas, but gains in others. Moreover,
reforms to product markets, which may be
easier politically, can pave the way for
labour market reforms later on.

OECD (2007), Economic Survey of the Euro
area, Paris. For more on the report, see
www.oecd.org/economics or go to
www.oecdbookshop.org. For more
information, contact David. Rae@oecd.org
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invesimentyifjltJ
Kenneth Davies, OECD Directorate for Financial and Enterprise Affairs

Is China becoming more
restrictive towards foreign
investment? New rules on

foreign mergers and
acquisitions issued in

2006 suggest that it might
be, even if those rules also

include significant
improvements.

China received large quantities
of foreign direct investment
(FDI)-around $70 billion in both

2005 and 2006-as a result of investor-

friendly policies that have developed
rapidly in recent decades. The OECD
has played a part in encouraging an open
and non-discriminatory institutional
framework to attract more and better FD1.

One example is the OECD's speedily-
implemented proposal to set up a one-stop
website where investors can find

authoritative information on Chinas

policies, laws and application procedures.

However, despite some streamlining in
permissions and approval procedures, the
legislative and regulatory framework for
foreign investment remains complicated
and less than wholly transparent. Take the

Catalogue for the Guidance of Foreign

Investment Industries, which is a

classification of foreign investment projects
into prohibited, restricted, permitted and
encouraged sectors. This was lightened in
2002 in line with Chinas WTO accession

commitments, but another revision in 2004

produced no further liberalisation overall,

so the listings remain restrictive and
somewhat unclear.

The latest OECD Investment Policy Review of

China, published in 2006, focuses on cross-

border mergers and acquisitions (M&As). It
oilers policy options to enable this form of
loreign investment to make a greater

contribution to Chinas development:
foreign ownership restrictions could be
further relaxed, corporate transparency and
disclosure improved, and capital markets
fully opened to foreign participation.
In August 2006 a group of ministries
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headed by Chinas ministry of commerce
(MOFCOM) published a new set of
Regulations on the Acquisition of
Domestic Enterprises by Foreign Investors,
replacing the Interim Provisions on
mergers and acquisitions of Chinese
domestic enterprises by foreign investors
promulgated in 2003. The new regulations
came into force on 8 September 2006.

The 2006 regulations mark a step forward
in several ways. First of all, equity in
Chinese enterprises may now be acquired
in exchange for equities held by foreign
investors. Previously, shares in Chinese
enterprises could only be bought with cash,
not shares, and this limited mergers and
acquisitions activity.

The new regulations also increase corporate
transparency, since participants in a cross-

border merger or acquisition must now
notify the authorities if a related party is
involved in the transaction. This helps to

disclose any interests that might affect the
deal.

Another welcome development is that the
cross-border M&A regulations cover special-
purpose entities established by Chinese

companies operating abroad to invest
back into the country This will help in the
difficult task of identifying "round-tripping",
the practice of using entities set up outside
the country as vehicles that qualify for tax
breaks and other benefits available to foreign
investors. This is illegal, so identification is
an essential first step towards stopping it.

Despite these advances, the new regulations
add an extra layer of screening of cross-
border M&A deals. This screening is
based on vague, undefined cnteria, such as
whether or not the sector involved is a

"major" industry, or if the merger affects
"national economic security". Another
criterion is whether or not the proposed
transaction would transfer to a foreign
investor property rights relating to a "famous
national brand". The new rules have

heightened bureaucratic oversight on inward
investment, even where deals are satisfactory
to both foreign and Chinese transacting
parties and have been approved via existing
procedures.

What has driven this change? After all,
Chinese firms tend to welcome M&A,

seeing it as a way of accessing new
technologies, management and markets.
But the surge of inward M&A activity,
particularly since Chinas WTO accession in
2001, appears to be causing some concern
among the authorities that they may not yet

New screening of investment may
be in response to a recent wave

of protectionist sentiment, both
in China and among several

trading partners.

be ready to deal with it. The trouble is,
while more selectivity may ostensibly be in
pursuit of safeguarding legitimate national
interests, decisions to block investments

may impede Chinas development.

To be sure, this new screening also appears

to have been adopted in response to a
recent wave of sentiment in favour ol

investment protectionism both in China
and among several trading partners, not
least in the OECD. Some Chinese

commentators have described acquisitions

by foreigners as "malicious", allegedly
resulting in monopolies that crowd out
Chinese businesses. Others have even

blamed foreign investment for the weakness
of China's domestic innovative capacity.

Such allegations have been rejected by
officials in MOFCOM, the body responsible
for developing and implementing policies
on international investment. MOFCOM's

own research shows no sector to be

monopolised by foreign investment.
Moreover, the OECD's 2003 and 2006

investment reviews point out ihat China's

relatively open regime has spurred
domestic firms to compete and expand in
precisely those sectors that were first
opened to foreign investors.

Short of withdrawing the new screening
procedure-the least restrictive, and
therefore preferred, option-the Chinese
authorities could make the procedure more
workable. They could define exactly what
they mean by "major industry", "national
economic security" and "impact", and
explain the criteria for identifying "famous"
trademarks and "traditional" Chinese

brands. They could also issue a complete
list (though the shorter, the better) of such
trademarks and brands since, though

famous in China, these might not yet
be that well-known abroad, and may
otherwise be subject to dispute within
China.

In the 2006 review, the OECD had

recommended that the merger notification
procedures in the 2003 Interim Provisions,
which apply only to foreign investors, be
removed in subsequent updates, since they
are expected to be replaced by generally
applicable merger notification procedures
in the anti-monopoly law that is now
making its way through the National
Peoples Congress.

However, the 2006 regulations retain

unchanged the existing discriminatory
procedures, along with non-transparent
notification criteria. This may well be
because the regulations were issued in
advance of the anti-monopoly law, so the
framers found it easier to leave the 2003

procedures untouched for the time being.
These discriminatory merger notification
procedures will hopefully be removed
when the anti-monopoly law comes into
force.

More generally, it would be helpful to
supply all drafts of laws and regulations
likely to affect foreign investors in Chinese
and English to appropriate co-operation
partners, such as the OECD, with enough
time allowed to take their comments into

account.

The worldwide ripple effect of the dip in
the Shanghai stock market in late February
underlines China's interconnectedness with

the world economy, as well as its growing
economic influence. At a time when many

countries are facing pressures to backtrack
on hard-won openness, China can make an
important contribution to maintaining such
openness by further developing a clear and
transparent regulatory framework for
investment. The OECD looks forward to

continuing working with China to help it
achieve these goals.

References
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H y TWow debate"?

Ebba Dohlman and Mikael Soderback*

The jury is still out on whether pro-poor growth is enough to reduce poverty. However, the OECD's
specialised network, POVNET, believes growth and poverty reduction should work together.

Economics is notorious for its

divergent schools of thought,
academic in-fights, stubborn fads

and fanciful fashions. Development

economics is no exception. Take the battle
lines drawn between the protagonists of
economic growth on the one hand and
explicit poverty reduction on the other. In
the last decade, the former group insisted
that growth in itself would eventually lead
to rising incomes, including among the
poor. Not so, said the latter side, and
emphasised the pattern of growth
instead. For Harvard economist Dani

Rodrik, writing in 2000, the discussion
raging in workshops and research papers
was little more than a "hollow debate"

which distracted attention from serious

questions about what actually works in
development and how.

Mr Rodrik's remarks reflected the mood of

other researchers as they reopened the
discussion on the pattern of growth and its
impact on income. If one school of thought
was found to be right, then the debate
would be over. But poverty is still rampant,
and the evidence on which policy emphasis
works is mixed. Even much cited World

Bank research, such as that by Craig
Bumside and David Dollar on aid, growth

and development, came under renewed
scrutiny Little wonder development
authorities have become anxious. So has the

tax-paying public: enough of the debate,
they say, tell us what must be done for aid to
work and poverty to fall!

Before answering, let's recap. In the late
1990s, the prevalent strategy was to reduce
poverty by targeting basic social services.
Development interventions were scrutinised
for measurable evidence of direct impact on

the poor. This seemed sensible: after all,
what was the point of growth (and
how could it last) if poverty remained
entrenched?

Critics scorned the likes of large
infrastructure projects such as dams and
white elephant airports. Engineers were
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criticised for their narrow-minded and

technical approach and their apparent belief
that infrastructure projects would more or
less automatically lead to poverty reduction.
The development agencies responsible for
those projects also took the brunt for their
lack of balance, particularly on the social
front. This had a visible impact on bilateral
donor spending priorities, with support for
economic infrastructure and agriculture
falling from close to 40% of total bilateral
official development assistance (ODA) in
1995/96 to below 20% in 2002/2003.

The attention given to poverty reduction by
donors and key institutions in the 1990s
was of course a reflection of the experience
with development at the time, and the
lessons learned after a decade of ODA

conditioned on economic reforms, such as

controlling inflation, public debt and so on.
The effects on growth from pursuing this
orthodox policy agenda, known as the
"Washington Consensus", may have worked
well in OECD countries, but were

Too many "disconnects" within

and between development

agencies may tempt some donors

to revert to old habits.

K Growth reduces poverty
Annual % change in poverty head count (vertical axis)

Annual GDP per capita growth, %, 1990s (horizontal axis)

disappointing in most developing and
transition countries. Sub-Saharan Africa,

in particular, stagnated and, apart from a
few cases, remained fragile with widespread
poverty. Donors began to question the

benefits of policies focusing on pnvatisation,
deregulation and trade liberalisation. This
experience gave them the impetus and
rationale to redirect aid flows to

interventions that would improve human
welfare more directly

Within donor organisations, it became
increasingly evident that the battle lines

between protagonists of growth on one side
and poverty reduction on the other were
undermining support programmes. This
showed up in a lack of collaboration and
communication between growth-oriented
professionals and social sector specialists,
or between economists and scientists,

engineers and social anthropologists.
These stovepipes meant synergies went
unexplored.

10
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Source: Pro-Poor Growth in the 1990s: Lessons and Insights from 14 Countries, Agence Française de Développement, et al

The concept of pro-poor growth emerged,
driven in part by pressure to achieve the
Millennium Development Goals (MDGs),
not least that of halving the proportion
of people living on less than a dollar a day
The recent trend in aid has been rising,
helped by fresh pledges for Africa.
Meanwhile, members of the New

Partnership for Africa's Development
(NEPAD), which has espoused a
comprehensive approach covering
economic development, human capital
development and governance, have just
agreed to increase their investments in

African agriculture by 10%.

But how can we be sure that new aid and

policies will succeed where previous
policies fell short? What lessons can we
draw from the hollow debate?

A close look at what can be patchy
data suggests that growth, poverty and
inequality are linked. One study shows that
a 1 % increase in per capita incomes may
reduce income poverty by as much as
4% or by less than 1%, depending on the
initial conditions in the country, such as the
distribution of assets, ownership, and so
on. Overall, most of the evidence confirms

that poverty reduction depends on the pace
and pattern of economic growth. But how
to achieve the optimal pattern?

The answer is a hybrid: pro-poor and
pro-growth approaches are mutually

reinforcing and should go hand in hand.
What this means for policy is spelt out in a
new book by the Development Assistance
CommiLlee (DAC) of the OECD, whose
member countnes handle some 90% of

world bilateral ODA (see references). Its

forum, the Network on Poverty Reduction
(POVNET), has helped to steer previously
divided opinion into a new consensus that
rapid and sustained poverty reduction
requires pro-poor growth. This means

"a pace and pattern of growth that enhances
the ability of poor women and men to
participate in, contribute to and benefit
from growth".

To reach this view, POVNET considered

several basic questions. For a start, when is

growth pro-poor1. Should it necessarily be
capable of raising the incomes of the poor
relative to the incomes of the non-poor to
boost equity, or should incomes rise in

absolute terms, to help the poor purchase
more goods and services? The answer is not
always clear. Equity, some argue, makes
growth more robust. Others point to
Vietnam, which is often held up as a model
of poverty reduction, but where income
gaps have started to widen. POVNET

agreed that both "absolute" and "relative"
perspectives count.

Experts also looked for trade-offs between

"pro-growth" and "pro-poor" policies. What
types of growth policies help poor people
most? To what extent may public spending
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on social services crowd out growth-
oriented sectors such as infrastructure

or agriculture? POVNET found that
policies with a social content can be a
cost-effective investment in promoting

pro-poor growth. Take "Oportunidades",
the anti-poverty drive by Mexico's
government since 1997. It provides cash
transfers to rural and urban households,

but links them to requirements, such as

regular school attendance, health clinic
visits and nutritional programmes for
children. That means reduced poverty

and improved human capital, too.

Defining policies for agriculture has been
another area of concern. Is there a future

for small-scale farming, for instance, or
should donors encourage rural area
producers to get out of farming? Evidence
presented in POVNET indicates that
agricultural growth has powerful leverage
effects on the rest of the economy,

but emphasises that broader rural
policies, in education, transport and
communications, and private sector
development more generally, can help
generate returns in terms of higher
growth. Data for provinces in China, for
instance, show that from 1970 to 1997,

additional public spending on agricultural
research, roads and education helped to
facilitate an eightfold increase in rural GDP

Another area of debate is whether

government support should be given
to firms directly, by way of finance or
technical support or, indirectly, by
investing in support infrastructure,
communications, and so on. For

POVNET, the answer is to aim for

"systemic change". That means working
with markets, rather than crowding them

out with support. This can be seen in
Uganda, for instance, where a tweak in
the regulatory regime, combined with
some technical facilitation from donors,

triggered an explosion in radio
broadcasting. This created wealth, not
least from advertising, as well as a
platform for women and men alike to
discuss ways of improving the business
and policy environment.

Is the hollow debate finally over and are

those stovepipes finally coming down7 It
may be too early to call. For now, the

pendulum seems to have swung to a
more pragmatic centre. Private sector

development, infrastructure and
agriculture are high on the development
agenda, while the role social policies
play in growth, particularly in reducing
poverty reduction and improving human
capital, can no longer be overlooked.

Nonetheless, there are still far too

many "disconnects" within and between
development agencies that risk
undermining efforts for better
communication and co-operation. Any

scaling up of development aid may
consequently tempt some donors to
revert to old habits, including

overlooking the institutional and
maintenance costs in infrastructure

support until it is too late, or
encouraging still more parallel delivery
mechanisms for aid, rather than

system-wide approaches that would
co-ordinate all the players involved.

By following POVNET's recommendations
on promoting pro-poor growth, donors
can avoid at least some of these pitfalls.
Rather than fragmentation, there would
be stronger, more coherent, policymaking.
Poverty reduction would be more solid
and sustainable as a result.

*Ebba Dohlman and Mikael Soderback worked

for the OECD Development Co-operation
Directorate until 2007. Ms Dohlman is now in the

OECD Office of the Secretary-General, and Mr

Soderback works for the Swedish government's

development co-operation agency, Sida.
Visit www.sida.se
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"À-beacon for globalisation" is how
Secretary-General Angel Gurria

..described the role of the OECD

in his address to the Foreign Relations
Commission in Rome on 22 February.

In this, his first official visit to Italy since

becoming secretary-general in 2006,
Mr Gurria met with President Giorgio

Napolitano and Prime Minister Romano
Prodi (on the right in photo), as well as
other officials in Rome and Milan. He

addressed the Foreign Relations
Commission and spoke at a dinner hosted
by the Italian minister of foreign affairs.

With globalisation and the necessity
for reforms as the focus of his talks,

Mr Gurria emphasised that "globalisation

has not been an inclusive process. We
have to produce the instruments to make

it so". However, this meant challenges.
"The vast majority of the world's
population lacks quality education and
faces daily employment and income
anxieties that diminish their capacity to
profit from globalisation". The OECD
secretary-general went on to underline
Italy's current weak economic situation
and stressed that Italy will need to
implement major reforms in order to
achieve strong, sustained growth, adding

that "the need to adapt to a fast changing
world has increased the importance of
structural reforms".

Mr Gurria commented on the OECD's

commitment to supporting Italy in its
efforts and highlighted the OECD's

forthcoming Economic Survey of Italy.

The full speeches are available online at
www.oecd.org/secretarygeneral

Other selected recent speeches by Angel Gurria

For a complete list, including those
in French and Spanish, go to
www.oecd.org/secretarygeneral

OECD and the Challenges of the
Global Economy

21 March 2007

Speech given to the Business
Leadership Forum, Instituto de
Empresa Business School, Madrid.

On improving governance and
lighting corruption

14 March 2007

Opening remarks at the Brussels
conference, "On Improving
Governance and Fighting
Corruption: New Frontiers in
Public-Private Partnerships".

The OECD Economic Survey of
Belgium

13 March 2007

Presentation of the survey at a
press conference held with Prime
Minister Guy Verhofstadt, Brussels.

New global economic
challenges: Charting the course
for policy responses
1 March 2007

Lecture delivered at the London

School of Economics and

Political Science.

Human capital: Europe's next
frontier

27 February 2007

2007 Robert Schuman lecture to

the Lisbon Council.

Reaping the benefits of
globalisation: The importance of
public policies

22 February 2007

Speech to the Foreign Relations
Commission of the Italian

House of Deputies.

Discussion of global economic
issues

21 February 2007

Opening remarks to the NATO

Parliamentary Assembly,
Paris.

On global ecological governance

2 February 2007

Opening remarks at the "Citizens
of the earth" conference, Paris.

Riding the tiger: The economic
dimension of globalisation

23 January 2007

Address given to the "Future
Now" conference, organised by
the Danish Top Executives
Organisation.

Growth, innovation and equity:
The global policy challenge

23 January 2007
Lecture delivered at the

Copenhagen Business School.

The importance of vocational
training and education

22 January 2007

Opening remarks at the informal
meeting of OECD education

ministers on vocational education

and training, Copenhagen.

Globalising cities and regions

22 January 2007

Speech delivered at the Danish
Growth Council.

Bribery in international business
transactions

16 January 2007

Opening remarks at the meeting

of the Working Group on Bribery
in International Business

Transactions.

50th anniversary, Association des

Journalistes Economiques et
Financiers

9 January 2007

Remarks at the 50th anniversary
conference of the French

journalists association, Paris.
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Secretary-general
completes team

Japan, the US, the Netherlands and Italy
present the face of Secretary-General
Angel Gurria's newly appointed team
of deputy secretaries-general (DSGs)

to guide the OECD into the next era.

Mari Amano will bring his 34 years of
experience as a Japanese foreign affairs
official to take charge of the Development
Cluster and Policy Coherence dossier.
Prior to his current position as acting
executive director of the Korean Peninsula

Energy Development Organization,
Mr Amano worked on policy issues in
macroeconomic management, trade
friction, development aid, foreign
investment, environment and energy,
and was involved in a senior capacity at
G8 meetings.

The US diplomat and international trade
and economic specialist, Thelma Askey
will be in charge of Global Relations. Since
2001, Ms Askey has been director of the
US Trade and Development Agency (USTDA)
during which she expanded private sector
participation in USTDAs development and
technical assistance projects and established
greater reliance on public-private
partnerships.

Aart Jan de Geus was minister of social affairs

and employment in the Netherlands before
his OECD appointment to head the Political
Economy of Reform. During his four-year
tenure, Mr de Geus notably turned the Dutch
social security system into an activating
system where citizens, employers and local
authorities take their own responsibilities.

The Italian national, Pier Carlo Padoan,

will contribute to developing the Future
Strategic Vision of the OECD and will be
in charge of relations with other
international organisations. Mr Padoan is
currently professor of economics at
University La Sapienza in Rome and

director of the Fondazione Italianieuropei,
and has previously served as the Italian
executive director of the International

Monetary Fund (IMF) and as economic
advisor to the Italian prime ministers from
1998 to 2001.

'The breadth of international experience
and expertise of this new team will be of
real benefit in our current work and in

setting our agenda in the years ahead,"
Mr. Gurria said.

Testing chemicals

Acollection of about LOO of the most

relevant internationally agreed
chemical testing methods used by

government, industry and independent
laboratories are now available lree online.

The OECD Guidelines for the Testing of
Chemicals, adopted in 1981, had been
available by subscription only, but now the
key reference tool can be accessed without
charge on the OECD public website. The
move follows implementation of the
Strategic Approach to International

Chemicals Management (SAICM), adopted
in 2006, which calls for instruments needed

lor chemicals management to be made
globally available at no cost to the user.

The OECD guidelines are a tool for

assessing the human health and

New ambassadors

18 December 2006 - Ahmet

Kamil Erozan is the

new ambassador for

Turkey, succeeding Senear
Ozsoy

environmental effects of chemicals, as

well as their physical properties and

environmental behavior before they are sold
to the public. Testing for safety involves
looking at a variety ol factors, such as water
solubility, thermal stability, boiling point,

biodegradability, melting range or dermal
toxicity A chemical may also be tested for
whether it is biodegradable in seawater, for
instance.

The guidelines have a practical business
side, since countries that have signed on to

the OECD's system of Mutual Acceptance
of Data must accept test data developed in
other countries using these guidelines.
This saves governments and industry an
estimated 60 million annually by helping
them to meet trade requirements and avoid

duplicative testing.

UN posting

5 March 2007 - Péter

Gottfried replaces
Kâroly Lotz as
ambassador for

Hungary.

19 March 2007 - Agustfn

Garcia-Lôpez is the new
representative for Mexico. He

replaces Carlos Elizondo
Mayer-Serra.

K
iyotaka
Akasaka,

deputy
secretary-general at
the OECD, has been

appointed United
Nations

undersecretary-
general for
communications

and public information. Mr Akasaka came to
the OECD in 2003 and has most recently been
responsible for the OECD's work on
development, the environment, sustainable

development and for partnerships with other
international organisations. Mr Akasaka takes
up his new post in spring 2007.

OECD Secretary-General Angel Gurria

congratulated Mr Akasaka, describing him as an
excellent communicator who raised "awareness

and understanding of the work of the OECD"
and hoped that his appointment would facilitate
co-operation between the two organisations.
For articles by Mr Akasaka on water and climate
change in the OECD Observer, go to
www.oecdobserver.org, search "Akasaka".
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Calendar of forthcoming events
Please note that many of the OECD meetings mentioned are not open to the public or the media and are
listed as a guide only. All meetings are in Paris unless otherwise stated. For a more comprehensive list, see
the OECD website at www.oecd.org/media/upcoming, which is updated weekly.

MARCH

8-9

14-15

16

19-21

22-23

28

29-30

Developing Sustainability
Strategies in Asia, conference
organised by the OECD and the
UN. Bangkok, Thailand.

Improving Governance and
Fighting Corruption: New
Frontiers in Public-Private

Partnerships, conference organised
by the Belgian government, the
World Bank and the OECD.

Bmssels, Belgium.

Financial Market Regulation and
Transparency, seminar organised by
the Trade Union Advisory
Committee (TUAC) to the OECD,
and Global Unions.

Tax Inspectors Meeting on
Aggressive Tax Planning,
organised by the Centre for Tax
Policy and Administration.

Innovative Rural Regions: the
Role of Human Capital and
Technology, conference organised
by the Directorate for Public
Governance and Territorial

Development. Caceres, Spain.

The International Mobility of
Researchers, workshop organised
by the Directorate for Science,
Technology and Industry.

What Policies for Globalising
Cities? Rethinking the Urban
Policy Agenda, conference

APRIL

2-3

3-4

14-15

16-17

MAY

9-11

organised by the Directorate for
Public Governance and Territorial

Development and the Club of
Madrid. Madrid, Spain.

"Is happiness measurable and
what do those measures mean for

policy?" Conference organised by
the OECD Statistics Directorate.

Rome, Italy.

Policy Reform Options for
Effective Development Finance,
high-level plenary meeting of the
Global Forum on Development.

High-level meeting of the
Development Assistance
Committee (DAC).

Spring meetings of the IMF and the
World Bank

Opportunities and Challenges of
Fisheries Globalisation, workshop
organised by the Directorate for
Trade and Agriculture, and the UN
Food and Agriculture Organization.

United Nations Commission on

Sustainable Development
(high-level segment) meets, with
participation of the OECD.
New York City, NY, US.

14-15 OECD Forum 2007: Innovation,

Growth and Equity.

14-15 The International Energy Agency
(IEA) meets at ministerial level, on

Bridging the Energy Gap.

15-16 The OECD Council meets at

ministerial level, chaired by Spain,
on Innovation: Advancing the OECD
Agenda for Growth and Equity.

16 African Economic Outlook 2007

published.

JUNE

18-22

20-21

27-30

Corporate Responsibility,
roundtable organised by the
Directorate for Financial and Fiscal

Affairs.

High-level lorum on Medicines for
Neglected and Emerging
Infectious Diseases, organised by
the Directorate for Science,

Technology and Industry and the
Development Co-operation
Directorate. Noordwijk-aan-Zee, The
Netherlands.

Measuring and Fostering the
Progress of Societies, second
OECD world forum on Statistics,
Knowledge and Policy, organised by
the OECD Statistics Directorate in

co-operation with the European
Commission, the United Nations
and the World Bank. Istanbul,

Turkey.
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Tax levels
Taxing Wages 2005/2006: 2006 edition.

Death and taxation may be certain, but what about the tax level?
The answer to that depends more on social status and where
you work. The OECD's latest annual compendium of tax data,

Taxing Wages, shows that single-earner married couples with two
children still pay most tax on average earnings in Turkey, Poland and
France, and the least in Ireland, New Zealand and Iceland.

Apart from looking at income tax and other payments, Taxing Wages
compares the differences between the net take-home pay of
employees, including any cash benefits from government welfare
programmes, with the overall costs of that salary to employers. This
"tax wedge" results from the combined effect of a range of policy
instruments: personal income tax, employee and employer social
security contributions, payroll taxes and cash benefits. It is therefore a
more accurate reflection of the overall cost of hiring workers.

Single workers without children will find the tax wedge widest in
Belgium, at 55.4% for those earning the average wage in services and
manufacturing industries. The wedge was not much different in
Germany, at 52.5%, and it stood at 51% in Hungary. This means that
the average take home wage came to less than half of the total cost
paid by their employers for hiring these workers.

Mexico is different. There, a single person without children earning
the average wage faced a much thinner tax wedge of just 15%. The
wedge was 18.1% in Korea. In other words, four-fifths of the

employer's costs of recruiting such wage-earners are in the form of
actual wages.

For one-earner married couples with two children with average
earnings, the tax wedge narrows further: from 42.8% in Turkey and
42.2% in Poland to as low as 2.3% in Ireland and 2.6% in New

Zealand. This effectively means that for this category of worker, there
is little difference in these countries between the cost of the employee
to the firm and the net take-home wage. The average wedge for OECD
countries was 27.5%.

A hot issue discussed in Taxing Wages concerns the tax treatment of
minimum wages. A special chapter notes that 21 of the OECD's
30 member countries have statutory minimum wages, and in just over
half of these countries minimum wages have risen slightly faster than
average wage levels in recent years. An exception is the US, where real

earnings of workers on the minimum wage have dropped sharply.
Social contributions and payroll taxes add, on average, around 18% to
the cost of employing minimum-wage workers.

Debate about the effects of a minimum wage often focuses on
employment: for instance, does a binding minimum wage raise labour
costs and lead to lower demand for workers, or does it boost demand

lor employment by raising consumption? The answer depends on
labour market structure, the total cost of labour, productivity, and so
on. However, the report underlines that employment is but one part of
the minimum-wage issue, with distribution and fairness being other
considerations. That said, the report also finds that the income tax and
social contributions paid by minimum wage earners are considerable.
In fact, social contributions paid by minimum-wage earners exceed
income taxes in most countnes and tend to be the main drivers of the

overall tax burden.

Visit www.oecdbookshop.org and see also www.oecd.org/ctp/taxingwages
ISBN: 9789264031920

Tax wedges
Income tax plus employee and employer social security contributions

% of labour costs, single individual*, 2006, selected countries
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0

Source: OECD (2007), Taxing Wages 2006: includes full graph.
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BOOKS

Rough guide
Annual Report on the OECD Guidelines for
Multinational Enterprises, 2006 edition: Conducting
Business in Weak Governance Zones

How do investors choose whether to set up shop in,
say, Somalia rather than Spain, Colombia rather than
Canada? Siemens, the German engineering company,

and the Swiss technologies company ABB both recently stopped
doing business in Sudan, claiming moral and political reasons,
while many multinationals are still operating in the high-risk
countries of Afghanistan, Congo and Iraq.

For some companies, doing business in such weak governance
zones can certainly be profitable, with less competition, less tax
and less regulation. Yet the flipside may mean also less legal
recourse and support, and potential danger from endemic crime
and corruption.

The heightened risks encountered in weak governance zones
create a need for heightened care. The OECD's Risk Awareness
Tool is designed to help governments and investors consider
such dilemmas. As a supplement to the Guidelines for
Multinational Enterprises, the Risk Awareness Tool offers a list
of questions for consideration.

For instance, what steps would the company need to take to
refrain from offering, promising, giving or demanding a bribe to

Reviews

obtain or retain business, even where local law-making
nsiitutions are weak? How can a company located in

these regions protect its own employees and physical
assets from threats, extortion, theft or even kidnapping?

In terms of political impacts, what can a company do to
ensure that h abstains from improper involvement with

local political activities, and perhaps having to remain
silent about serious wrongdoing or human rights abuses in its
host country? Finally, what can a business do to influence the
development of belter governance in its host country7 Some of
the cases examined by the OECD Investment Committee in the
context of the MNE Guidelines include the ethical challenges of
a Norwegian company providing maintenance facilities at a
detention centre in Guantanamo Bay, Austrian mining activities
in the Democratic Republic of Congo, and French enterprises
investing in Myanmar where there is forced labour.

Foreign investment alone may help influence better government,
but the new tool is based on the premise that a durable

improvement has to be driven by the leadership and the people
of the countries concerned. The OECD urges investors and
governments to make sure the bottom line is not balanced on

ill-gotten gains, wherever they may operate.

The Risk Awareness Tool is available at:

www.oecd.org/dataoecd/26/21/36885821.pdf
1SBN-13 9789264029002

Personal assets
Human Capital: How what you know shapes your life

In today's knowledge economy, the value of
learning is becoming ever more apparent.
Whether you're an aged grandmother in Kenya,

a 55-year-old manager in Kyoto, or a 25-year-old
graduate in Kansas, the economic value of your
education is rising. Not only can people no longer afford to
stop learning just because they leave school or university, but
they also must cultivate the right type of learning. This is
because education is, in economic terms, an asset. The skills it

imparts can make a difference for individuals, communities and

whole economies. So, as with any asset, it pays to look after
your "human" capital.

Parents the world over and in all social classes nag their
children to study hard and get good grades in the hope that
someday they will reap the rewards of all that work. Behind that

advice lies a common concern that is set out m Human Capital,

namely, that the years we spend in education
generate a form of capital that has the potential

to produce a long-term return, just like money in
a bank or a piece of land.

The author, Brian Keeley, warns that while human
capital can sometimes be dismissed as an irritatingly

functional concept, ignoring it has its perils. Amid
rising concern about the potential impact on societies

of income inequality, the book shows how we need to
regard poverty as less an absence of money and more an

absence of the resources-especially human capitalthat are key
to social and economic well-being.

This is the first in a new series of books called OECD Insights.
Books in the series bring together existing OECD research on
key global issues, but use non-technical and non-specialist
language with the aim of bringing the organisation's work to a
wide audience.

1SBN-13 9789264029088
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New OECD publications
Now available on www.sourceoecd.org

OECD'S

groundbreaking
Factbook provides
a wealth of data

across the full

range of topics
covered by the

OECD. Spreadsheet
files of all of the tables and

graphs presented are available
via StatLinks, URLs that link to

the spreadsheets via the
Internet. The featured topic for
2007 is migration. A print
version is also available and

includes the StatLinks.

THIS EDITION

of OECD's twice

yearly economic
irojections
shows how the

world

economy is

undergoing a
rebalancing of economic
growth, with the US slowing
as its housing markets
undergo correction and
Japan and Europe continue
to expand. With a wealth of
data in its statistical annex, it

is an excellent guide to
today's economy. Includes
Statlinks.

Publications listed on

SourceOECD, at the

URL listed. If your
institution is not a

subscriber, ask your
librarian to subscribe

today! These publications
are also available through
the new OECD Online

Bookshop at:

ECONOMICS

OECD Factbook 2007: Economic,

Environmental and Social Statistics

20-Mar-2007, 285 pages; $63 £34 ¥6 800
SourceOECD: www.OECD.org/puhlicalions/factbook
Website: www.SourceOECD/org/faclbook/

Online Bookshop: www.oecd.org/bookshop7926402946X
A See left

OECD Economic Outlook No. 80

19-jan-2007, 234 pages; $97 £55 ¥11000
SourceOECD:

www.SourceOECD.org/periodical/04745574/econoutlook
Online Bookshop: www.oecd.org/bookshop79264030956
< sec left

OECD Economic Surveys: Norway
l-Feb-2007, 136 pages; $66 £35 ¥6 800
SourceOECD: www.SourceOECD.org/ 9264031251

Online Bookshop: www.oecd.org/bookshop?9264031251

OECD Economic Surveys: Spain
7-Feb-2007, 172 pages; $66 £35 ¥6 800

SourceOECD: http://www.SourceOECD.org/9264029206

Online Bookshop: www.oecd.org/bookshop79264029206

OECD Economic Surveys: Brazil
29-Dec-2006, 156 pages; $52 £30 ¥5 900
SourceOECD: www.SourceOECD.org/9264029990

Online Bookshop: www.oecd.org/bookshop79264029990

OECD Economic Surveys: Russian Federation
21-Dcc-2006, 228 pages; $52 £30 ¥5 900

SourceOECD: www.SourceOECD.org/9264029958

Online Bookshop: www.oecd.org/bookshop79264029958

OECD in Figures 2006-2007:
Statistics on the Member Countries

5-Jan-2007, 98 pages; $20 £10 ¥2 000
Includes Statlinks.

SourceOECD: www.SourceOECD.org/9264019510

Website: www.oecd.org/infigures
Online Bookshop: www.oecd.org/bookshop79264022635

Understanding National Accounts
14-Dec-2006, 415 pages; $30 £16 ¥3 300
SourceOECD:

www.SourceOECD.org/underslandingnalionalaccounts

Online Bookshop: www.oecd.org/lxx-ikshop79264025669

AGRICULTURE

Water and Agriculture: Sustainability, Markets
and Policies

1 3-Nov-2006, 484 pages; $108 £57 ¥11 100
SourceOECD: www.SourceOECD.org/9264022562

Online Bookshop: www.oecd.org/bookshop79264022562

Agricultural and Fisheries Policies in Mexico
13-Dec-2006, 332 pages; $81 £43 Y8 300

SourceOECD: wvnv.SourceOECD.org/9264030247

Online Bookshop: www.oecd.org/bookshop79264030247

DEVELOPMENT

OECD Journal on Development 2006
22-Feb-2007, 235 pages; $99 £54 ¥10 400
SourceOECD:

www.sourceOECD.org/periodical/18168124/developmenl

Online Bookshop: www.oecd.org/bookshop79264031057

Cotton in West Africa: The Economic and

Social Stakes

06-Dec-2006, 131 pages; $32 £17 Y3 300

SourceOECD: www.Soutxx-OECD.org/9264025057

Online Bookshop: www.SourceOECD.org/9264025057

The Ladder of Competitiveness:
How to Climb it

14-NOV-2006, 141 pages;
$32 £17 ¥3 300

SourceOECD:

www.SourceOECD.org/9264028269

Online Bookshop:

www.SourceOECD.org/9264028269

Aid for Trade: Making it Effective
S-Nov-2006, 98 pages; 24 $32 £17 ¥3 300

SourceOECD: www.SourceOECD.org/9264028595

Online Bookshop: www.oecd.org/bookshop79264028595

EDUCATION

Higher Education in Ireland
ll-Dec-2006, 266 pages; $44 £24 ¥4 800

SourceOECD: www.SourceOECD.org/9264014314

Online Bookshop: www.oecd.org/bookshop79264014314

Demand-Sensitive Schooling? Evidence and
Issues

B-Nov-2006, 153 pages; $40 £21 ¥4 100

SourceOECD: www.SourceOECD.org/9264028404

Online Bookshop: www.oecd.org/bookshop79264028404

EMPLOYMENT AND LABOUR MARKETS

Sickness, Disability and Work: Breaking the
Barriers, Vol. 1: Norway, Poland and
Switzerland

H-Nov-2006, 176 pages; $47 £25 ¥4 800

SourceOECD: www.SourceOECD.org/92640263 1 2

Online Bookshop: www.oecd.org/bookshop-9264026312

Energy Policies of IEA Countries 2006
18-Dec-2006, 400 pages; $150 £82 ¥16 700
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SourceOECD: www.SourceOECD.org/926410979X

Online Bookshop: www.oecd.org/bookshop7926410979X
TT TRY AND SERVICES

nr VIRONMENT

Climate Change in the European Alps:
Adapting Winter Tourism and Natural Hazards
Management

22-Jan-2006, 131 pages; $32 £17 ¥3 300

SourceOECD: www.SourceOECD.org/926403 1 685

Online Bookshop: www.oecd.org/bookshop79264031685
See right

Applying Strategic Environmental Assessment:
Good Practice Guidance for Development Co¬
operation

l-Dec-2006, 164 pages; $37 £20 ¥3 800

SourceOECD: www.SourceOECD.org/9264026576

Online Bookshop: www.oecd.org/bookshop79264026576

Decoupling the Environmental Impacts of
Transport from Economic Growth
16-Nov-2006, 118 pages; $47 £25 ¥4 800

SourceOECD: www.SourceOECD.org/9264027 1 222

Online Bookshop: www.oecd.org/bookshop79264027122

Improving Recycling Markets
6-Dec-2006, 190 pages;

$47 £25 ¥4 800

SourceOECD:

www.SourceOECD.org/9264029575

Online Bookshop:

www.oecd.org/bookshop79264029575

OECD Environmental Performance Reviews,
China

28-Feb-2007, 240 pages; $60 £32 ¥6 200

SourceOECD: www.SourceOECD.org/9264031 154

Online Bookshop: www.oecd.org/bookshop79264031 154

FINANCE AND INVESTMENT/

INSURANCE AND PENSIONS

Competition Law and Policy in Latin America:
Peer Reviews of Argentina, Brazil, Chile,
Mexico and Peru

9-Nov-2006, 406 pages; $87 £46 ¥9 000

SourceOECD: www.SourceOECD.org/926401 4985

Online Bookshop: www.oecd.org/bookshop79264014985

Medical Malpractice: Prevention, Insurance
and Coverage Options
13-Dec-2006. 82 pages; $40 £21 ¥4 100

SourceOECD: www.SourceOECD.org/9264029044

Online Bookshop: www.oecd.org/bookshop79264029044
See right

GOVERNANCE

For more books on governance and corruption, see page 33.

Corporate Governance in Turkey
4-Nov-2006, 134 pages; $40 £21 ¥4 100

SourceOECD: www.SourceOECD.org/9264028633

Online Bookshop: www.oecd.org/bookshop79264028633

OECD Reviews of Innovation Policy:
Switzerland

18-Dec-2006, 151 pages; $47 £25 ¥4 800

SourceOECD: www.SourceOECD.org/9264029745

Online Bookshop: www.oecd.org/bookshop79264029745

NUCLEAR ENERGY

Perspectives on Nuclear Data for the Next
Decade

15-Dec-2006, 240 pages; $94 £50 ¥9 700

SourceOECD: www.SourceOECD.org/9264028579

Online Bookshop: www.oecd.org/bookshop79264028579

IENCE AND INFORMATION

OECD Science, Technology and Industry
Outlook 2006

4-Dec-2006, 252 pages; $108 £57 ¥11 100

SourceOECD: wavw.SourceOECD.org/926402848X

Online Bookshop: www.oecd.org/l3ookshop7926402848X

See right

Women in Scientific Careers: Unleashing the
Potential

l-Dec-2006, 298 pages; $60 £32 ¥6 200

SourceOECD: wwvv.SourceOECD.org/9264025375

Online Bookshop: www.oecd.org/bookshop79264025375

Creation and Governance of Human Genetic

Research Databases

O-Nov-2006, 156 pages; $47 £25 ¥4 800

SourceOECD: www.SourceOECD.org/9264028528

Online Bookshop: www.oecd.org/bookshop79264028528

lJ

TAXATION

Taxation of Capital Gains of
Individuals: Policy
Considerations and Approaches
6-Dec-2006, 1 72 pages;

$54 £28 ¥5 500

SourceOECD:

www.SourceOECD.org/9264029494

Online Bookshop:

www.oecd.org/bookshop79264029494

Liberalisation and Universal Access to Basic

Services: Telecommunications, Water and

Sanitation, Financial Services and Electricity
H-Nov-2006, 265 pages; $72 £38 ¥7 500

SourceOECD: www.SourceOECD.org/9264028676

Online Bookshop: www.oecd.org/bookshop79264028676

Transport Links between Europe and Asia
23-Nov-2006, 84 pages; $60 £32 ¥6 200

SourceOECD: www.SourceOECD.org/9282113795

Online Bookshop: www.oeed.org/bookshop79282113795

now vulnerable

are the Alps to
climate change?
This new

report from
the OECD

finds that a

1°C increase

in temperatures could
reduce the number of snow-

reliable ski areas by more than
100 and have a huge
economic impact.
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A COMPREHENSIVE

review of key
trends in

science,

technology
and

innovation

policy, and
an examination of

recent policy developments
in OECD countries. The

report also delves into
specific topics high on the
agenda of innovation
policymakers, including the
role of intellectual property
rights and technology
licensing markets in
innovation performance,
policies to enhance benefits
of the globalisation of
business R&rD, human
resources for science and

technology,
and the evaluation of

innovation policy Includes
Statlinks.

CONFIDENCE IN

a country's
healthcare system
requires policies
that adequately
cover liability,
provide fair
compensation
for injury, and deter
medical malpractices. This
publication surveys and
assesses various types of
mechanisms and reforms that

best limit and indemnify
medical accidents.
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URBAN AREAS

represent an

important part ol
the national

economy and
feature higher
GDP pel- capita

and productivity
levels than their country's

average. But they also harbour
large pockets of unemployment
and poverty and suffer from
problems such as congestion,
pollution and crime. This book
examines whether they are
sustainable in the long term
and what needs to be done to

keep these engines of economic
growth running smoothly

"This is a 'must read'

publication, not only for those
who already believe in the key
importance of urban policy,
but even more so for those

who remain to be convinced."

Alberto Ruiz-Gallardôn, Mayor
of Madrid, Spain.

the oecd produces
highly sought-
after annual

reviews of

member

countries'

' economies

and selected non-

member countries. At least

eighteen surveys are issued
during a calendar year. Each
issue provides a solid analysis
of developments in the
subject country, special
reports on topics of current
interest, and extensive
statistical information. OECD

Economic Surveys are
reference tools for

governments, businesses,
academics and NGOs.

e-mail alerting service and
for various e-newsletters,

including our monthly
What's New at OECD at

www.oecd . org/oecddirect

URBAN, RURAL AND REGIONAL
DEVELOPMENT

Competitive Cities in the Global Economy
l-Dec-2006, 450 pages; $49 £26 ¥5 100
SourceOECD: www.SourceOECD.org/9264027084

Online Bookshop: www.oecd.org/bookshop79264027084
A Sec left

OECD Territorial Reviews: Newcastle in the

North East, United Kingdom
23-Nov-2006, 240 pages, free
SourceOECD: www.SourceOECD.org/9264028935

Online Bookshop: www.oecd.org/bookshop? 9264028935

«3

*

From Immigration to
Integration: Local Solutions to
a Global Challenge
6-Dcc-2006, 322 pages;

$67 £36 ¥6 900

SourceOECD:

www.SourceOECD.org/9264028951

Online Bookshop:

www.oecd.org/bookshop79264028951

PERIODICALS

OECD Journal on Budgeting: Volume 6 Issue 1
13-Nov-2006, 19] pages, subscription:

$265 £145 ¥27 900

SourceOECD:

www.sourceOECD.org/periodicaP
16087143/budgeting
Online Bookshop: www.oecd.org/bookshop? 1 6087 1 43

OECD Observer: No. 258/259 Volume 2006

Issue 5

05-Feb-2007, 68 pages, subscription:
$75 £41 Y7 800

SourceOECD:

www.sourceOECD.org/periodical/00297054/obseiver
Website: www.oecdobserver.org

Online Bookshop: www.oecd.org/bookshop700297054

OECD Journal of Competition Law and Policy,
Volume 8 Issue 3

20-Feb-2007, 260 pages, subscription:
$201 £110 Y21 100

SourceOECD:

www.sourceOECD.org/periodical/1 560777 1/

competlawpolicy
Online Bookshop: www.oecd.org/bookshop715607771

Financial Market Trends: No. 91, Volume
2006 Issue 2

20-Nov-2006, 120 pages; $132 £72 ¥13 900
SourceOECD:

www.sourceOECD.org/periodicaP0378651X/
financmarkettrends

Online Bookshop: www.oecd.org/bookshop70.378651X

Higher Education Management and Policy,
Volume 18 Issue 2

13-NOV-2006, 134 pages
$141 £77 Y14 700

SourceOECD:

www.sourceOECD.org/periodicaP16823451/
highereducmanagpolicy
Online Bookshop: www.oecd.org/bookshop716823451

Featured database

Economic Outlook: Statistics and Projections
Annual subscription to the online database:

$467 £255 ¥50 200

Annual subscription to the print periodical:
$156 £85 ¥16 300

Purchase access to the online database:

www.oecd.org/lxxikshop716081153
Purchase subscription to the print periodical:
www.oecd.org/bookshop704745574

Other databases recently updated on
SourceOECD:

Main Economic Indicators:

www.SourceOECD.org/16081234

Monthly Statistics of International Trade:
www.SourccOECD.org/16081226

Featured periodical: OECD Economic Surveys
$747 £409 ¥78 500

Purchase subscription on the Online Bookshop:
www.oecd.org/lxxikshop703766438

SourceOECD: www.SourceOECD.org/03766438
A See left

Other periodicals with recent issues:
OECD Economic Outlook:

www.SourccOECD.org/04745574

Higher Education Management:
www.SourceOECD.org/1682345 1

OECD Journal on Budgeting:

www.Souix-cOECD.org/16087 1 43
Main Economic Indicators:

www.SourceOECD.org/04745523

Monthly Statistics of International Trade:
www.SourceOECD.org/16070623

HCOMING

OECD Economic Surveys: Sweden, Greece, Korea,
Slovak Republic

Economic Policy Reforms: Going lor Growth, 2007
OECD Factbook 2007

Taxing Wages 2005/2006

OECD Environmental Performance Reviews: Belgium,
New Zealand, China

The Implementation Costs of Agricultural Policies
Human Capital: i low what you know shapes your life

pSMffi«MiilHiH IlilllMHtl

Free online at www.oecd.org/publications

Economic Surveys: Brazil, Euro area, Norway,
Russia, Spain
Financing SMEs and Entrepreneurs
OECD Territorial Reviews: Milan, Italy
Competition and Barriers to Entry
Peer Review: a Too! for Co-operation and Change
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Focus on corruption
HIGHLIGHTS

Managing Conflict of Interest in the Public Sector:
A Toolkit

This Toolkit provides non-technical, practical help to
enable officials to recognise conflict of interest situations

and help them to ensure that integrity and reputation are
not compromised.

SourceOECD: www.SourceOECD.org/9264018220

Online Bookshop: www.oecd.org/bookshop79264018220

31-Aug-2005, 113 pages
24 $29 £16 ¥3 200

»»" P

Annual Report on the OECD Guidelines for

Multinational Enterprises, 2006: Conducting Business in
Weak Governance Zones

The MNE Guidelines are recommendations for conduct in such

areas as labour, environment, consumer protection and the fight
against corruption. This repon provides an account of the

actions the 39 adhering governments have taken.
SourceOECD: www.SourceOECD.org/9264029001

Online Bookshop: www.oecd.org/bookshop79264029001
18-Dec-2006, 212 pages

65 $87 £46 ¥9 000

BRIBERY AND CORRUPTION

Bribery in Public Procurement: Methods, Actors
and Counter-measures

This publication shows how bribery and corruption in

public procurement can be uncovered and prevented.

6-Mar-2007, 80 pages; 24 $32 £17 ¥3 300

SourceOECD: www.SourceOECD.org/926401 3946

Online Bookshop: www.oecd.org/bookshop79264013946

Fighting Corruption and

Promoting Integrity in Public
Procurement

Papers presented at the OECD
Global Forum on Governance:

Fighting Corruption and Promoting

Integrity in Public Procurement .

20-Dec-2005, 302 pages;
50 $63 £34 ¥6 800

SourceOECD:

www.SourceOECD.org/9264013997

Online Bookshop:

www.oecd.org/bookshop792640 1 3997

Environment and the OECD Guidelines for

Multinational Enterprises: Corporate Tools and

Approaches

Topics covered include environmental management

systems, public information and stakeholder

consultation, life-cycle assessment and risk

management.

13-Sep-2005, 143 pages; 30 $39 £20 ¥4 000

SourceOECD: www.SourceOECD.org/9264009396

Online Bookshop: www.oecd.org/bookshop79264009396

Fighting Corruption in Transition Economies
What progress have transition economies made in

fighting corruption? This series presents the outcomes

of a review of legal and institutional frameworks tor

lighting corruption in each of the following countries:
Armenia, Azerbaijan, Georgia, Tajikistan, Ukraine and

the Kyrgyz Republic.

12-Aug-2005; $39 £20 ¥4 000

Online Bookshop: www.oecd.org/bookshop

Implementing the OECD Anti-Bribery Convention

29-Sep-2004, 389 pages; 375 $431 £252 ¥47 900

SourceOECD: www.SourceOECD.org/9264101 136

Online Bookshop: wwwoecd.org/bookshopr9264101136

Annual Report on the OECD Guidelines for

Multinational Enterprises, 2005: Corporate

Responsibility in the Developing World

20-Dec-2005, 222 pages; 55 $69 £38 ¥7 500

SourceOECD: www.SourceOECD.org/926401456X

Online Bookshop: wwwoecd.org/lxxikshop7926401456X

Behind the Corporate Veil: Using Corporate Entities

for Illicit Purposes

06-Dec-2001, 102 pages; S31 £14 ¥2 200

SourceOECD: www.SourceOECD.org/9264195432

Online Bookshop: www.oecd.org/bookshop79264195432

No Longer Business as Usual:

Fighting Bribery and Corruption

This book provides the key elements

needed to build and preserve

corruption-free institutions, systems

and private enterprises.

2-Oct-2000. 263 pages;
$60 £28 ¥4 800

SourceOECD: www.SourceOECD.org/9264176608

Online Bookshop: www.oecd.org/lxiokshop79264176608

FINANCIAL ACTION TASK FORCE

The Financial War on Terrorism: A Guide by the
Financial Action Task Force

A practical guidebook for legislators, financial

regulators and others involved in interdicting the

financing of terrorists and their organisations.

2-Mar-2004, 132 pages; 42 $48 £30 ¥5 700

SourceOECD: www.SourceOECD.org/9264 106 1 03

Online Bookshop: www.oecd.org/bookshop79264 1 06 1 0 3

GOVERNANCE

OECD Principles of Corporate Governance, 2004

Since they were issued in 1999, the OECD Principles

of Corporate Governance have gained worldwide

recognition as a benchmark for good corporate

governance

21-May-2004, 69 pages; 25 $31 £18 ¥3 200

SourceOECD: www.SourceOECD.org/9264015973

Online Bookshop: www.oecd.org/bookshop79264015973

Managing Conflict of Interest in the Public Service:

OECD Guidelines and Country Experiences

4-Feb-2004, 245 pages;
$55 £32 ¥6 100

SourceOECD: www.SourceOECD.org/9264104895

Online Bookshop:

www.oecd.org/bookshop79264104895

Public Sector Integrity: A Framework for
Assessment

At a time when governments are increasingly

required to assess pro-integrity and corruption

prevention measures, this report provides a unique
inventory of methods and solutions used world

wide for crafting well-designed assessments.

Selected case studies give more details on recent

assessments in Australia, Finland, France and

Korea.

07-Dec-2005, 356 pages; 55 $72 £37 ¥7 400

SourceOECD: www.SourccOECD.org/9264010599

Online Bookshop:
www.oecd.org/bookshop79264010599

FORTHCOMING

Integrity in Public Procurement: Good Practice

Report

Glossary of International Standards for

Criminalisation of Corruption

Fighting Corruption in Transition Economies:
Kazakhstan
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« StatLinks
A service that delivers Excel files

from the printed page!

Look for the StatLinks at the bottom right-hand corner of the tables and graphs in our publications.

To download the matching Excel spreadsheet, just type the link into your internet browser, starting with the

http:lldx.doi.org prefix.

If you're reading a PDF e-book edition, and your PC is connected to the Internet, simply click on the link.

StatLinks will appear in about 20 publications in 2005.

use OECD

StatLinks
to download

Excel

spreadsheets!

StatLinks:

another innovation from OECD Publishing.

Learn more at

www.oecd.org/statistics/statlink

So far, the following OECD
Publications contain StatLinks:

OECD in Figures 2004 Edition

OECD Factbook 2005: Economic, Environmental

and Social Statistics

OECD Environmental Data: Compendium 2004

OECD Science, Technology and Industry Outlook 2004

(Statistical Annex)

OECD Information Technology Outlook: 2004 Edition

Society at a Glance: OECD Social Indicators 2005

We expect the next editions of the
following titles to have StatLinks:
OECD Agricultural Outlook

Agricultural Policies in OECD Countries: Monitoring
and Evaluation

Taxing Wages
Revenue Statistics

Education at a Glance

Health at a Glance

OECD Employment Outlook

Trends in International Migration
OECD Economic Outlook

OECD Regions at a Glance

Measuring Globalisation: Economic Globalisation
Indicators

OECD Science, Technology and Industry: Scoreboard



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.



BOOKS

Reviews

Marrying the cook
Understanding National Accounts

Ever wonder what marriage and cooks have to do
with economic growth? The OECD has the

answer. The organisations publications are
stocked in university libraries around the world, but
it has rarely produced a textbook. Yet, questions are
often asked about how national accounts are

calculated. For instance, what exactly is gross
domestic product and how is il different to gross
national income? Or how can what appears to be a
positive foreign balance have a negative effect on the rate of GDP
growth? Understanding National Accounts is one of die first OECD
publications written to answer questions like these, and explicitly
as a textbook.

Maastricht Treaty criteria for European economic
and monetary union, the treatment of value-added

tax pension funds and social security plans, as well
as an examination of the national accounts of the

US, India and China.

Understanding National Accounts is a lively, user-friendly
textbook. In one lesson, GDP calculations are

illuminated by using the real life example of a pasta
manufacturer. This is where the cook comes in. While

discussing the underground economy and the
uncalculated production values of household cooking,

cleaning and caretaking, the authors recall a remark by John
Hicks, a leading light of national accounts, that marrying ones
cook would reduce GDP

The reader, whether student or browser, can learn how to

distinguish between volume and price increases, understand what
productivity figures include and exclude; discover growth rates
and savings ratios, purchasing power parities and household
spending accounts; and grapple with the principle of quadruple-
entry bookkeeping. Each chapter finishes with exercises and, in a
novel stroke of teaching interactivity, the answers are found not in
the book, but online! Special chapters include information on the

Such stories as this are the spirit of this book. Enrico Giovannini,
head of the OECD statistics directorate, explains that all too often
statistics are seen as a necessary but very dry subject and the
preserve of specialists: "The book allows non-specialists to
understand the 'religion of national accounts' and demystify this
esoteric group of statistical priests."

ISBN-13 9789264025660

ORDER FORM
Subscribe to the OLCD OBSERVER	Special two-year rates available only at www.oecdobscrver.or^/suhscrihc

LJ ICS, please enter my subscription for
six issues plus free OECD in Figures
annual supplement, worth 15.

J

US$68

_l £37

G ¥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 0024-7054

French language edition (0100002P) ISSN 0304-3398

You can order your BOOKS either online al vvvvw.oecdliookshop.org or by mailing your choices from the New publications titles in this section to one of the addresses below.

Where do vvc deliver?

Name	

Organisation	Position held .

Address	

Postcode	City . .

Payment details

Cheque/money order enclosed (payable to OECD)

3 Please charge my VISA/MasterCard/American Express
TOTAL amount due	

Card number	Card Expiry Date .

Country. . .

Telephone .

Fax 	

E-mail

Signature .

Date 	

Where lo send your mail or fax order

«
OECD

For customers in the US

Turpin Distribution
The Bleachery
143 West Street, New Milford
Connecticut 06776 USA

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.
Stratton Business Park

Pegasus Drive, Biggleswade
Bedfordshire SGI 8 8QB, UK
Tel: (44) 1767 604 960
Fax: (44) 1767 604 640

E-mail: oecdrow@extenza-turpin.com
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Property values
Property prices have been soaring for

several years now in many OECD cities.
A few markets, in UK and US cities for

instance, have seen some cooling. But in
Dublin, the most expensive city for average
house prices in our chart, the boom continues:
Irish house prices grew by 1 1.8% in 2006,
compared with 9.3% the previous year, despite
a slowdown in the second half. This has led to

concerns about inflation and personal debt,
not to mention difficulties for first-time buyers.

Madrid is another city where house prices
have risen sharply in recent years; indeed, the
latest OECD Economic Survey of Spain, issued
in January 2007, calls for stabilising
measures, as prices throughout the country
have doubled in real terms since 1998.

Housing prices in Brussels were around a
third of Madrid or Dublin in 2004.

Meanwhile, the "old" financial centres of

London, Milan, Paris and New York still lead

Property price rankings
Average prices 2004, Dublin=100

Houses

Per square metre

Dublin

Madrid

Zurich

Paris

London

Stockholm -

Helsinki

Vienna

Amsterdam

Lisbon

Berlin

Brussels

Source: OECD

the way when it comes to sales and rental
prices of downtown apartments. Some
surveys go beyond comparing cities by
focusing on streets. One 2006 ranking of
prime retail streets by US-based property firm
Cushman & Wakefield puts New York's Fifth
Avenue on top for rental values, followed by
Causeway Bay in Hong Kong, China, the

Central city apartments
100 square metre apartment

London -

Milan -

New York -

Paris

Sydney

Tokyo

Madrid

Dublin

Stockholm

Amsterdam

Frankfurt

Toronto

Champs-Elysées in Paris, New Bond Street in
London and Ginza in Tokyo, with Dublin's
Grafton Street keeping up in sixth place.
Rae, David and Paul van den Noord (June 2006),

"Ireland's Housing Boom: What has driven it and have
prices overshot?" OECD Economics Depanment
Working Paper No. 492, available under Publications
and Documents at www.oecd.org/economics
See www.cushwake.com

City people
Dublin's high property prices belie

the city's relatively small
population-just over 1.1 million

within the county. This pales compared
with the 22 million inhabitants recorded

for the metropolitan region ol New York,
which has the largest population of all
OECD urban regions, and accounts for

about 8% of the total population of the
US. According to the 2007 edition of
OECD Regions at a Glance, 46% of the
total OECD population lived in urban
regions and a third of the OECD
population lived in large urban
agglomerations, i.e. over 1.5 million
inhabitants. In the Netherlands, two

thirds of the population lived in highly
populated urban regions, while the
corresponding share in Japan, the US,
Australia and Korea was approximately

hall. The highest concentration of
population in one urban region occurs in
Greece, where more than a third of the

total population (36%) lives in the urban
region ol Athens. Regions at a Glance

Urban concentration

% of population living in urban regions larger than 1.5 million inhabitants, 2003

Netherlands

Japan
US

Australia

Korea

Greece

OECD total

Spain

Germany
Mexico

Italy
Canada

Sweden

Austria

Portugal

Hungary
Belgium

Turkey
France

Poland

UK

Source: OECD

focuses on formal administrative

boundaries, rather than metropolitan
areas, which limits the size of some cities

like Paris, whose administrative entity
(Ville de Paris) is analogous to
Manhattan, but whose wider urban

region has over 10 million people. And

70 %

though Britain is highly urbanised, with
interwoven metropolitan regions blurring
into the countryside, under this strict
boundary definition, less than 10% ol its

population actually live in cities ol over
1.5 million inhabitants.

OECD (2007), OECD Regions al a Glance, Paris.
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Indicators

% change from: fcvel:

previous

period
previous

year

current

perioil

same period

last year

Australia Gross domestic product

Leading indicator

Consumer price index

Q3 06

Det 06

Q4 06

0.3

-0.1

-0.1

2.2

2.2

3.3

Current balance

Unemployment rate

Interest rate

Q4 06

Jan. 07

Jan. 07

-11.63

4.50

6.43

-10.47

5.30

5.631 * .

Austria Gross domestic product

Leading indicator

Consumer price index

Q4 06

Jan. 07

Jan. 07

0.8

0.4

0.0

3.4

8.6

1.6

Current balance

Unemployment rate

Interest rate

Q4 05

Jan. 07

1.70

4.50

-0.07

5.10

Belgium

II
Gross domestic product

Leading indicator

Consumer price index

Q4 06

Jan. 07

Feb. 07

0.6

-0.3

0.5

2.9

1.8

1.8

Current balance

Unemployment rate

Interest rate

Q3 06

Jan. 07

2.29

7.80

*

1.87

8.50

Canada

HI
Gross domestic product

Leading indicator

Consumer price index

Q4 06

Jan. 07

Jan. 07

0.4

0.1

0.1

2.3

3.9

1.2

Current balance

Unemployment rate

Interest rate

Q4 06

Jan. 07

Feb. 07

2.62

6.20

4.35

11.10

6.60

3.74

Czech Republic Gross domestic product

Leading indicator

Consumer price index

Q3 06

Jan. 07

Jan. 07

1.4

1.1

1.0

5.9

11.2

1.3

Current balance

Unemployment rate

Interest rate

Q3 06

Jan. 07

Feb. 07

-1.42

6.60

2.59

-0.71

7.70

2.00

Denmark

ES
Gross domestic product

Leading indicator

Consumer price index

Q4 06

Jan. 07

Jan. 07

0.1

0.4

-0.4

3.1

-0.3

1.8

Current balance

Unemployment rate

Interest rate

Q3 06

Dec. 06

Feb. 07

2.34

3.20

3.94

2.50

4.10

2.61

Finland Gross domestic product

Leading indicator

Consumer price index

Q4 06

Jan. 07

Jan. 07

0.9

0.3

-0.2

5.3

-3.2

2.3

Current balance

Unemployment rate

Interest rate

Dee. 06

Jan. 07

0.99

7.00

0.80

8.20i
1

France Gross domestic product

Leading indicator

Consumer puce index

Q4 06

[an. 07

fan. 07

0.6

0.0

-0.3

2.2

1.3

1.2

Current balance

Unemployment rate-

Interest rate

Dec. 06

Jan. 07

-3.85

8.40

-3.65

9.50

Germany Gross domestic product

Leading indicator

Consumer price index

Q4 06

Jan. 07

Jan. 07

0.9

-0.1

-0.2

3.7

3.5

1.6

Current balance

Unemployment rate

Interest rate

Q4 06

Jan. 07

45.78

7.70

23.64

9.00

G "eecc Gross domestic product

Leading indicator

Consumer price index

Q4 06

Jan. 07

Jan. 07

-0.4

-0.3

-0.3

4.3

1.0

2.7

Current balance

Unemployment rate

Interest rate

Dec. 06

Sept. 06

-2.77

8.70

-1.95

10.00

Hungary Gross domestic product

Leading indicator

Consumer price index

Q4 06

Jan. 07

Jan. 07

0.8

1.6

1.3

3.4

10.3

7.8

Current balance

Unemployment rate

Interest rate

Q3 06

Jan. 07

Feb. 07

-1.61

7.90

8.03

-2.46

7.30

5.94

Ic eland Gross domestic product

Leading indicator

Consumer price index

Q3 06

Feb. 07

0.1

0.4

0.3

7.4

Current balance

Unemployment rate

Interest rate

Q4 06

Dec. 06

Feb. 07

-1.26

1.20

16.53

-0.91

1.50

II

II ;land Gross domestic product

Leading indicator

Consumer price index

Q3 06

Jan. 07

Jan. 07

2.6

1.0

-0.1

7.7

10.9

5.2

Current balance

Unemployment rate

Interest rate

Q3 06

Jan. 07

-2.00

4.40

-1.45

4.40

Italv

El
Gross domestic product

Leading indicator

Consumer price index

Q4 06

Jan. 07

Feb. 07

1.1

-0.3

0.4

2.9

-1.0

1.9

Current balance

Unemployment rale

Interest rate

Sept. 06

Sept. 06

-7.68

6.70

-2.93

7.70

Japan Gross domestic product

Leading indicator

Consumer price index

Q4 06

Jan. 07

Jan. 07

1.2

-0.5

-0.2

2.3

-2.6

0.0

Current balance

Unemployment rate

Interest rate

Dec. 06

Jan. 07

Jan. 07

15.96

4.00

0.49

17.02

4.50

0.04

K area Gross domestic product

Leading indicator

Consumer price index

Q4 06

Jan. 07

Feb. 07

0.8

1.8

0.7

4.0

13.5

2.2

Current balance

Unemployment rate

Interest rate

Jan. 07

Jan. 07

Feb. 07

-0.84

3.20

4.95

-0.19

3.30

4.25

r

58 OliC;D Observer No. 260 March 2007



DATABANK

Indicators

% change from:

previous

period
previous

year

curreni

period
same period

last year

Luxembourg

Mexico

|#|

Gross domestic product Q3 06 1.0 5.4 Current balance Q3 06 1.16 0.96

Leading indicator Jan. 07 -0.4 4.7 Unemployment rate Jan. 07 5.00 4.80

Consumer price index Jan. 07 -0.6 2.3 Interest rate * *

Gross domestic product Q4 06 0.5 4.3 Curreni balance Q4 06 0.21 -0.13

Leading indicator Jan. 07 0.6 2.4 Unemployment rate Dec. 06 3.90 3.20

Consumer price index Jan. 07 0.5 4.0 Interest rate Feb. 07 7.19 7.57

Netherlands

Norway

Poland

Slovak Republic

Isa-
Spain

Sweden

Gross domestic product

Leading indicator

Consumer price index

Q4 06 0.6 2.9 Current balance Q4 06 14.30 8.93

Jan. 07 0.0 4.0 Unemployment rate Jan. 07 3.60 4.30

Dee. 06 -0.3 1.1 Interest rate

New Zea land Gross domestic product Q3 06 0.6 1.0 Current balance Q3 06 -1.98 -2.72

SE^ 1 Leading indicator Dec. 06 0.8 3.0 Unemployment rate Q4 06 3.70 3.60

HI Consumer price index Q4 06 -0.2 2.6 Interest rate Feb. 07 7.75 7.53

Gross domestic product Q4 06 0.5 3.0 Curreni balance Q3 06 13.69 11.28

Leading indicator Jan. 07 0.3 4.7 Unemployment rate Dec. 06 2.80 4.30

Consumer price index Jan. 07 -1.3 1.2 Interest rate Feb. 07 4.20 2.57

Gross domestic product Q4 06 1.9 6.6 Current balance

Leading indicator Jan. 07 1.1 10.0 Unemployment rate

Consumer price index Dec. 06 -0.2 1.4 Interest rate

Dec. 06

Jan. 07

Jan. 07

-0.96

12.60

4.19

-0.38

15.40

4.40

Portugal Gross domestic produel Q3 06 -0.2 1.5 Current balance Dec. 06

B Leading indicator Jan. 07 1.3 7.5 Unemployment rate Jan. 07

Consumer price index Jan. 07 -0.3 2.6 Interest rate

Gross domestic product Q4 06 2.2 9.2 Current balance Q3 06 -1.89 -0.77

Leading indicator Jan. 07 1.8 8.6 Unemployment rate Jan. 07 11.00 14.50

Consumer price index Jan. 07 0.9 3.0 Interest rate Jan. 07 8.41 6.00

Gross domestic product Q4 06 1.2 4.0 Current balance Nov. 06 -12.40 -5.48

Leading indicator Jan. 07 0.2 1.3 Unemployment rate Jan. 07 8.60 8.80

Consumer price index Dec. 06 0.3 2.7 Interest rate * *

Gross domestic product Q4 06 1.2 4.9 Current balance Q4 06 8.95 6.62

Leading indicator Dee. 06 0.2 6.2 Unemployment rate Mar. 05 6.20 6.40

Consumer price index Jan. 07 -0.5 1.9 Interest rate Feb. 07 3.29 1.93

Switzerland Gross domestic product Q4 06 0.5 2.2

Leading indicator Jan. 07 0.1 3.8

Consumer price index Jan. 07 -0.7 0.1

Current balance

Unemployment rate

Interest rale

Q3 06

Q3 06

Ian. 07

17.56

3.90

2.19

13.81

4.50

1.02

Turkey

United Kingdom

Euro area

Gross domestic product Q3 06 -0.9 3.9 Current balance Q4 06 -6.13 -6.57

Leading indicator Dee. 06 0.2 -0.7 Unemployment rate Nov. 06 9.60 10.60

Consumer price index Jan. 07 1.0 9.9 Interest rate Jan. 07 18.78

Gross domestic product

Leading indicator

Consumer price index

Q4 06 0.8

Jan. 07 -0.3

Jan. 07 -0.8

3.0

0.2

2.7

Current balance

Unemployment rate

Interest rate

Q3 06

Nov 06

Feb. 07

-17.67

5.40

5.52

Gross domestic product

Leading indicator

Consumer price index

-17.92

5.10

4.52

United States Gross domestic product Q4 06 0.6 3.1 Current balance Q3 06 -225.55 -183.42

Leading indicator Jan. 07 -0.2 0.5 Unemployment rate Jan. 07 4.60 4.70

Consumer price index [an. 07 0.3 2.1 Interest rate Jan. 07 5.32 4.56

Q4 06 0.8 3.3 Current balance Dec. 06 3.09 -5.98

Dee. 06 0.0 2.6 Unemployment rate Jan. 07 7.40 8.30

[an. 07 -0.5 1.8 Interest rate Feb. 07 3.82 2.60

Definitions and notes

Gross Domestic Product: Volume series; seasonally adjusted. Leading Indicators: A composite
indicator based on other indicators of economic activity (.qualitative opinions on production
or employment, housing permits, financial or monetary series, etc.), which signals cyclical
movements in industrial production from six to nine months in advance; Consumer Price
Index: Measures changes in average retail prices of a fixed basket of goods and services.

Current Balance: Billion US$; seasonally adjusted: Unemployment Rale: % of civilian labour
force standardised unemployment rate; national definitions for Iceland, Mexico and Turkey;
seasonally adjusted apart from Turkey; Interest Rate: Three months, "refer to Euro area. ..=not
available.

Source: Main Economic indicators:, March 2007
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Female power

Women political leaders remain
a rarity in OECD countries.
True, there is Chancellor

Angela Merkel of Germany and Prime
Minister Helen Clark of New Zealand,

and high-profile women candidates are
battling it out in major election
campaigns in France and the US. But did
you know that women are still vastly
outnumbered by men in all the worlds
parliaments? This is one of the messages
from a neat little booklet just released by
the OECD called Women and Men. The

30-page booklet, which looks at gender
performance in social and economic life,
says there is no reliable relationship
between country wealth and women
representation in parliament. Women
hold close to half the seats in Rwanda

and Sweden and about a third in the

Nordic countries, in Cuba, Costa Rica

and Argentina. In nine OECD countries

Women in parliament

% of parliamentary seats held by women
2005 or latest year available

40

-_ II
20 .-- II

null 1 II
lllllllllllll 1 II
1 1 1 1 II llllllllll 11

Source: OECD (2007), Women and Men. Paris

at least a third of parliamentary seats are

held by women. The Nordic countries
and the Netherlands stand out, with

more than 35%. In most OECD

countries, though, women hold under a

quarter, with 15% or less in France, Italy,

Japan and the US. Women and Men is a
timely publication in view of
International Women's Day on 8 March
and is available free at

www.oecdobserver.org or on request at

observer@oecd.org

Limits of GDP

How happy are you? Economists

generally rely on monetary
measures like GDP per capita to

answer such questions. After all, satisfying
wants is a function of what we consume,

and so using per capita income as a proxy

for well-being makes sense. However, as
the OECD's 2006 edition of Society at a

Glance reports, income's usefulness
becomes less obvious as developed societies
reach a situation of plenty; after a certain
point, just as money does not buy
everything, so well-being docs not rise
much either.

Also, as the graph indicates, Mexico's high
level of satisfaction belies its relatively low

GDP, whereas in wealthier Japan, life
satisfaction is lower. Measuring individual,
rather than country, well-being is a more
reliable option, Society at a Glance suggests,

and one obvious way of doing this is by
asking people how they feel about their
lives. Their answers may reflect cultural
attitudes, transient factors or linguistic

Growing dissatisfaction?
Levels of life satisfaction across OECD countries and GDP per capita
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1 : Data on levels ot lite satisfaction are based on repies to the question: "All things considered, how satistied are you with your
lite as a whole these days?"

Source: Society at a Glance 2006

differences, but studies have shown that

individuals who report higher levels of life
satisfaction are also rated as happier by
their relatives and friends. They smile more
and deal better with stress, too. They even

have higher activity m the pre-lrontal part
of the brain, which is associated with

positive states. While factors such as work,

family, health and education play a role, the
report points out that income loss has a
bigger effect on well-being than a
comparable income gam, partly reflecting
pressure to "keep up with the Joneses".

OECD (2007), Society at a Glance

Indicators, 2006 edition, Paris.
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Some Previous Laureates
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Anita Studer

saved the

Atlantic Forest in

northeast Brazil.
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Sanoussi Dîakîté

created a system

for easy preparation

of fonio, an African

staple food.

TECHNOLOGY

Lonnie Dupre

undertook the first

summer crossing
of the Arctic.

EXPLORATION

Kikuo Morimoto

revived traditional

silk fabrication in

rural Cambodia.

CULTURAL HERITAGE

0fa
Teresa Manera

de Bianco

Wi
preserved prehistoric

animal tracks at a unique

South American site.
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Could you take
the next small step

for mankind?

Over the past 30 years, the Rolex Awards for Enterprise have helped scores of men and women make our world a better

place. If, like them, you have a groundbreaking idea and the ability and determination to bring it to a successful conclusion,

this is your chance to apply for a Rolex Award in 2008.

An international panel of distinguished specialists will judge entries on originality of thought, exceptional spirit of enterprise,

and potential impact on society and human knowledge. The five most outstanding candidates will each receive

US$100,000 towards the completion of their projects and a personally inscribed gold Rolex chronometer. Up to five other

applicants will each receive a substantial cash prize and a steel-and-gold Rolex chronometer. If you have a project in the fields

of science, technology, medicine, exploration, environmental protection or cultural conservation, this could be your first step

towards making it happen. , , ,

CALL FOR ENTRIES: THE 2008 ROLEX AWARDS. For further details or an application form, visit our website at

www.rolexawards.com or write to: The Secretariat, The Rolex Awards for Enterprise, RO.Box 1311, 1211 Geneva 26,

Switzerland. DEADLINES: for Asia, the Pacific and North, Central and South America, May 31, 2007; for Europe,
the Middle East and Africa, September 30, 2007

The Rolex Awards

firEnterprise

www.rolexawards.com
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Innovation, Growth and Equity

Palais Brongniart, Place de la Bourse, 75002 Paris
www.oecd.org/forum2007
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The "must-go" global multistakeholder dialogue!

Chaired by Pedro Solbes, Deputy Prime Minister and Minister of Finance, Spain

Register now! See website for details

Special to readers of OECD Observer: 50% discount!*

Email us at oecd.forum@oecd.org and mention "Observer 50"
*Depending on availability
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