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©David Rooney/OECD on major challenges will only be
Observer achieved by intensifying co-operation

between the world's major players. The
goal of a better, fairer, more dynamic
world economy can be achieved and the
OECD, by becoming an effective "hub of

globalisation", must play a critical role.
See editorial on page 3.
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Small is renewable

Your energy focus covers the
renewable question well (No.
258-259, December 2006). But

what if the renewable promise
became a broken one? It might,
if mindsets don't change.

Thanks to technological
advances and climate change

fears, energy has pushed to the
front stage again. Governments
have been slower to move. Also,

as Vaclav Smil's article shows,

the current energy system is

based on high-energy density
sources, like oil and coal,

supplying nationwide energy
grids ("21st century energy:
Some sobering thoughts").

Huge expanses of land would
be required for renewables to
meet todays energy needs. But
maybe "big" is just not the right
fit for the new energy set-up.
Rather, governments could do
more to encourage renewables
on a micro-scale, to cater lor

homes and villages with local
sources, such as micro-

windmills and heat pumps.
This "small is beautiful"

approach might suit sprawling
suburbs or outlying towns and
villages. Rather than replicate
huge networks, governments
would provide know-how,
regulatory assistance, standards,
qualifications, and other
guiding frameworks. Local
energy awareness would grow
because people would feel they
have something to gain.
Governments can also build

social houses with good
insulation, or equip old ones
with heat pumps. This kind ol
action seems to be happening

only in pockets, if at all, while
many national governments are
caught in the headlights, unsure
how to shift from large energy
monopolies with all the baggage
that entails, to a more small-

scale approach. Yet it is in the

"run-of-the-windmill" local

arena where the real renewable

promise can be delivered.

Technology is changing the
scale of energy supply, and
the real promise will happen
only if governments alter their
sights too.

RJ Cleirigh
Dublin, Ireland

At last I see someone discussing

nuclear energy in objective
terms, without damning it
(No. 258-259, December

2006). I also notice that in the

same edition you laud
renewable energy sources. Your

graph about wind and solar
energy (page 23 and web)
shows that the potential is
great, which is true.
Nevertheless, this has to be put

into perspective with an earlier
point you make, about weak
energy intensity, intermittent

supply and predictability issues,
which is especially important as
electricity is difficult to store for
mass power supply. Still, a
welcome contribution to the

energy debate.

Michel Lung
Association des Écologistes
pour l'Énergie Nucléaire
(AEPN)

France

Development gaps

The figures you give for the
dramatic fall in support for
economic infrastructure and

agriculture as part ol total
bilateral ODA between 1995/96

to 2002/2003 are sobering

(No. 261, May 2007). There is
increased emphasis on these two
areas by development agencies,
but it will be important to see if
resource commitments actually

follow-particularly lor aid and
investments in agriculture. But
didn't NEPAD members at

Maputo commit to invest

10% of GDP in agriculture, not
to increase investments by 10%?

I agree with the emphasis on
linking growth, poverty and
inequality. Inequality is still
something we are often not
addressing head-on and trickle
down approaches are still
prevalent in many agencies. You
are right that pro-poor and pro-
growth approaches are mutually
reinforcing and should go hand
m hand and that both

"absolute" and "relative"

perspectives on poverty are
relevant.

Also, on social protection, while
your example of Mexico is
interesting, do you think the
same type of experience could
be replicated in sub-Saharan
Africa? Debt reduction and

budget support approaches
have so far clearly not been
sufficient to break the cycle of

rural poverty in sub-Saharan
Africa. Yet a key issue is how to
encourage effective social
protection approaches and
welfare support lor the
vulnerable at the same time as

promoting economic growth m
this region, given public sector
resource constraints. What

about the idea of a donor-

supported Marshall Plan for
Africa and African agriculture?

Karim Hussein

Rome, Italy

We welcome your views.
observer@oecd . org
For more letters, visit

www.oecdobserver.org/letters
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EDITORIAL

Making the world economy work better
Angel Gurria, Secretary-General of the OECD

As political leaders gathered in Heiligendamm in northern
Germany this June and before that at the OECD in Pans in May,
the concern on everyone's minds was the future shape of the

global economy.

The reason is simple: the economic and political map of the planet has

changed, and it is increasingly clear that progress on major challenges
will only be achieved by intensifying co-operation between the world's
major players. We have started to respond.

The OECD's 2007 Ministerial Council Meeting in May, chaired by Spain's

deputy prime minister and finance minister, Pedro Solbes, addressed
some key issues.

Take innovation. Though crucial for competitiveness, productivity and

progress, it is weak in too many countries. Governments need to
"harness the cross-cutting nature of innovation", from education and the

supply of researchers, to intellectual property rights and public and
private investment. A new OECD Innovation Strategy will provide a
framework to help them. Like our influential Jobs Strategy, it will be
evidence-based and identify best practices.

Climate change is one challenge which innovation could help us address.

A "great push" is needed to accelerate a transition to a low-carbon
economy. The OECD and our sister organisation, the IEA, will
contribute to a blueprint for action, which will include a range of

market-based policy instruments.

Meeting global challenges sometimes demands painful reforms. However,
marshalling the political economy of reform is not easy. Countries could
learn from each other's experiences about policy design, communications

and partnerships, for instance. The OECD has much to offer in this area
and we have decided to go beyond policy design and intensify our work
in support of our governments' reform efforts.

The OECD must also help the wider world economy work better and in
a more inclusive way. More open trade is a gateway to progress. The

Doha trade round, if successful, will improve many countries'

development prospects. But there are challenges beyond Doha, in

strengthening aid-for-trade, for example, adjusting to competition,
liberalising services or trading in a world criss-crossed by multilateral,
bilateral and regional deals. Members will need our support in these
areas too.

Trade and development are important for engaging with global partners.

But they are not enough. To strengthen our influence by promoting
sound economic policies and good governance, we must develop a more

global structure. That means talking about a broader membership and
closer relations with economically strategic countries.

Our members have decided to begin accession discussions with Chile,
Estonia, Israel, the Russian Federation and Slovenia.

The Council's Resolution issued in May further proposes the need

for a more global reach very clearly, by inviting the OECD "to
strengthen co-operation with Brazil, China, India, Indonesia and

South Africa through enhanced engagement programmes with a

view to possible membership."

These countries are now the "locomotives" of the world's growth.

Our members believe that while the policies and activities of these

countries have an impact on the OECD, our experience of good

policy practices could benefit them. We already collaborate closely

with several of these countries, but would now like to forge a more

structured relationship with them.

Welcoming some of these countries as new members to the OECD

would be momentous. But we are not there yet and will have to

deal with technical and political issues in the process. Accession

will involve commitments, policy challenges, and institutional and
financial reforms.

Nor will the process end there. Other strategic relationships will be
developed, particularly in South-East Asia.

At the May meeting, ministers also discussed the possibility of

enhancing OECD collaboration with the G8, particularly by

supporting their efforts to forge closer relations with larger

emerging economies.

The idea took hold at the G8 summit last June. The G8 will

strengthen its relations with five countries- Brazil, China, India,
Mexico and South Africa-the so-called 05. The OECD will

provide a platform for a dialogue in what has been named the

Heiligendamm Process. It is a breakthrough that owes much to the

leadership of Chancellor Angela Merkel and her G8 sherpa, Bernd

Pfaffenbach, and we are proud to play our part.

Our collaboration makes good sense. The G8 are all OECD

members, except for Russia, which is now a candidate for

accession. As for the 05, Mexico is already in the OECD, while

the remaining four feature in our enhanced engagement

programme. The main areas earmarked for discussion reinforce this
natural fit: investment; intellectual property rights; development;

and energy.

Opening up is a historic response to our changing world. The

goal is improved national and international policies, less tension and
closer co-operation for a better, fairer, more dynamic global

economy. It is possible to achieve it and the OECD, by becoming

an effective "hub of globalisation", must play a critical role m

doing so.

For a full Chair's summary and more on the Heiligendamm Process, see
www.oecd.org/mcm2007 and www.g-8.de
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South Africa

joins
Anti-Bribery
Convention

A determined President Mbeki

On 19 June South Africa
became the first African

country to join the OECD's
Anti-Bribery Convention. Adopted
in 1997 and ratified so far by
36 countries (including
six non-OECD countries), the OECD

Convention outlaws the bribery of
foreign public officials in international
business transactions.

South Africa's President Thabo Mbeki

has been determined to fight
corruption at all levels for many years,
and the signing of the convention was
a day of "strong emotions", said
Ambassador Nomasonto Maria

Sibanda-Thusi. Mark Pieth, chair of the

Working Group on Bribery said it was a
crucial moment; because South Africa

was such an important player on the
world market, its adhesion was setting
an example and sending an important
message to emerging markets. South
Africa would bring a valuable new
perspective to the OECD's fight against
bribery, Mr Pieth said.

See video clip at:
http://www.viewontv.com/oecd/220607/
southafrica_signing_antibribery_
convention, php
For further information about the

Convention, see:

www.oecd.org/daf/nocorruption
See also Observer No. 260.

Nuclear energy rises

Total nuclear electricity generation in the OECD
area increased by approximately
1.8% in 2006, OECD Nuclear Energy Agency
(NEA) figures show. Total electricity generation
in OECD countries rose to just over
9,867 TWh in 2006, about 0.5% above 2005,

and nuclear power plants provided 23.1% of this
electricity, up from 22.8% in 2005.

Nuclear Energy Data 2007 reports that at the
start of 2007, there were 346 nuclear units in

operation in 17 OECD countries, with 10 more
under construction: four in Korea, three in

Japan, two in the Slovak Republic and one in
Finland. Firm commitments have been made

for the construction of 15 more reactors,

14 of which in the OECD Pacific region.
Six units were shut down during 2006, of
which four in the UK, and another 10 units

are expected to be shut down before 2011, of
which all but one in Europe.

Nuclear Energy Data 2007 can be ordered from

www.oecdbookshop.org, ISBN 9789264034532.

For more information, see: www.nea.fr

Economy
GDP rose in the OECD area by 0.6% m the

first quarter of 2007, slightly slower than the
0.8% for the previous quarter. In the euro area
GDP also rose by 0.6%, down from 0.9%. GDP
for the US grew by 0.3%, the lowest growth rate
seen since the first quarter of 2003, while Japan's
GDP rose by 0.6%, half the 1.2% rate it notched
up in the previous quarter. The annual growth
rate, however, was highest in Germany at
3.6% and the lowest in France at 2%.

Consumer prices rose by 2.2% in the OECD
area in the year to May 2007, unchanged from
April 2007. On a monthly basis, the price
level rose by 0.4% in May after a rise of
0.5% between March and April 2007. Food
prices increased by 3.4% year-on-year in May,
compared to 3.6% in April. Energy prices,

Rebalancing confirmed

The latest OECD Economic Outlook,

issued in May, forecasts a soft landing in
the US, a strong and sustained recovery
in Europe, a solid trajectory in Japan and
buoyant activity in China and India. But
it warns loo of risks posed by imbalances
in current accounts and, possibly, in
financial and housing markets. In the
previous Economic Outlook in November
2006, the OECD took the view that the

US slowdown was not heralding a period

however, rose by 2.6% year-on-year in May up
from 1.9% in April. Excluding food and energy,
the 2.1% rise in consumer pnces remained
unchanged.

The standardised unemployment rate for the
OECD area was 5.5% m Apnl 2007,
0. 1 percentage point lower than the previous
month and 0.6 percentage point lower than a
year earlier. In the euro area, the standardised
unemployment rate was 7.1% in April 2007,
also 0.1 percentage point lower than the
previous month and 0.9 percentage point lower
than a year earlier. At 4.5% in May 2007, the US
standardised unemployment rate remained
the same as the previous month, and down
0.1 percentage point on a year earlier.

For more data, see:

www.oecd.org/statislics/news-releases

of worldwide economic weakness, but

rather, a "smooth" rebalancing, with

Europe taking over the baton from the
US in driving OECD growth. Recent
developments have broadly confirmed
this prognosis. Chief economist Jean-
Philippe Cotis notes in the Outlook's
editorial that "the current economic

situation is in many ways better than
what we have experienced in years."

OECD Economic Outlook No. 81 May 2007
is available at

www.oecd.org/economicoutlook.
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Safer pensions?

"People are living longer and need to be sure
that their pensions are safe", says OECD
Secretary-General Angel Gurria, referring to
the OECD Guidelines on Funding and Benefit

Security in Occupational Pensions. The
guidelines, for governments and regulators,
are designed to improve how certain types of
pension funds are run and "will be helpful to
OECD countries to ensure that occupational

pension plans offer secure retirement benefits
to their members".

The guidelines build on a substantial body of
research carried out by the OECD over the last
several years and have benefited from input by
the pensions industry, business and trade
unions. They contain a senes of recommendations
concerning regulation of the funding of
occupational pension plans, and in particular
defined benefit pension schemes. One of the
recommendations proposed is that regulators
"put in place rules that determine to what extent
the employer is responsible for filling any
funding gap if a pension plan closes".

See the full text of the guidelines:
oecd.org/daf/pensions

Foreign direct investment (FDI) into OECD
countries rose 22% in 2006, to reach its

highest level since 2000. Inward FDI rose
to US$910 billion in 2006, up from
$747 billion in 2005 and $491 billion in 2004,

according to the latest OECD estimates. The
near-term outlook for FDI remains strong,

buoyed by high corporate profits, low interest
rates and robust economic growth. A new
OECD report, Trends and Recent Developments in
Foreign Direct Investment, forecasts FDI to
increase by a further 20% in 2007.

The US was by far the world's largest recipient
of FDI in 2006, attracting $184 billion from
OECD countries. This is the largest amount of
direct investment in the US economy since

200 1 , in part due to a decline in the exchange
rate value of the US dollar. Most of this FDI

went into takeovers of existing firms, while
greenfield investment accounted for just
$14 billion.

The US was also the leading foreign investor in
OECD countries, with $249 billion, followed by
France with $115 billion.

One of the most important trends is the
emergence of a number of major international
investors domiciled in developing countries.
For instance, in 2006 India's Tata Steel bought
the Anglo-Dutch Corus to create the world's
fifth-biggest steel firm, while Brazil's CVRD
became the world's second-largest mining

company by acquiring Inco of Canada.

See www.oecd.org/daf/investment

Greener

export credits
OECD countries have called

for stronger environment-
related requirements for
export deals, to qualify for
export credit backing from
their governments' Export
Credit Agencies (ECAs).

In an agreement that

replaces a 2003
Recommendation, OECD

governments will be
required to review projects
for their potential
environmental impacts, and
to benchmark them against
international standards. The

agreement also calls for
more public disclosure of
information, which will

increase transparency for
the most sensitive projects.

Governments provide
official export credits
through ECAs to support

national exporters
competing for overseas
sales. In 2005, the amount

of business covered by such
support was in excess of
US$65 billion."

For more on export credits,
see:

www.oecd.org/ech/xcred

Tax talks

Jersey, one of the Channel Islands, has
signed a bilateral agreement with the
Netherlands in June to exchange

information for tax purposes, based on
the OECD Model Agreement for
Exchange of Information in Tax Matters.
The agreement between Jersey and the
Netherlands follows a similar agreement

signed by Jersey in 2002 with the US.

Nordic finance ministers also announced

progress towards tax information
exchange agreements, with other offshore
financial centres: Aruba, the Isle of Man,

Jersey and the Netherlands Antilles.
Ministers representing Denmark, Faroe
Islands, Finland, Greenland, Iceland,

Norway and Sweden announced plans to
conclude a number of tax information

exchange agreements within the next few
years.

A total of 33 jurisdictions have
committed to work with OECD

countries under the auspices of the
OECD's Global Forum on Taxation, to

improve transparency and to establish
effective information exchange for tax

purposes.

For more on the OECD Tax Information

Exchange Agreements:
www. oecd . org/ctp/eoi
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High in fibre
Telecommunications

investment continues

to rise and consumers

are generally paying less for
more and better services

across the OECD area, but a

new report also warns of new
technology challenges for

operators.

The OECD Communications

Outlook 2007 reports that
access to broadband high¬
speed Internet across OECD
countries continues to rise,

with over 60% of the OECD's

area 256 million Internet

subscribers having a
broadband connection at the

end of 2005. But a question
for telecom operators is how
much and how soon they
should invest in next-

generation networks, such as
fibre-optics, rather than
traditional copper networks?

The OECD expects consumer
and business demand for

fibre to nse since more data

can be delivered faster over

fibre than over cable or DSL,

which is important for
emerging services such as
high definition television, the
report says. Several operators
have already made the move.
Japanese fibre subscribers can
download (and upload) at
100 Mbits per second-ten
times faster than the OECD

average. And Japan's price per
Mbit/s is the lowest in the

OECD at $0.22 per month!

But who should pay for
installing new fibre networks
and who should own them?

According to the report, the
countries that have started

stimulating fibre development
have each taken different

approaches.

The OECD Communications

Outlook 2007 also reports on
telecommunication

developments in Brazil,
Russia, India, China and

South Africa, which are

among the fastest growing
markets.

See www.oecd.org/ict

China's environment

China's economic and

industrial power has come
at high cost to the
environment and redoubling
efforts to improve the
environment could help the

country achieve sustainable
economic growth, the
OECD says in a new report

to be released in July. The
OECD shares the Chinese

authorities' concerns about

the country's worsening
environment and calls on

state and territorial

governments to strengthen
enforcement of policies and
to address finance.

The report, which is part of
the OECD's environmental

review series, makes

5 1 specific recommendations,
and builds on more than a

decade of OECD-China co¬

operation.

For more detail visit

www.oecd.org/environment
and www.oecdbookshop.org

Lifting French spirits
With Frances elections now over

and a new president and

government in place, people are
wondering what action might be
taken to lift the economy out ol
its recent relative sluggishness.
The latest OECD Economic Survey

of France, published after the
elections in June, notes that the

French have a high standard of
living but that public confidence
has been at a low ebb.

A key reason is the economy,
which, though improving, is
operating below potential. In
2007 projected growth at
2.2% will be little higher than in
2006, and likely slower than in
Germany-a turnaround from

performance in recent years.
One problem the France report
highlights is a dual labour market
of "insiders" who have secure

permanent contracts, and
"outsiders" on short-term

contracts, with unskilled and

skilled alike scrambling often
until their 30s before getting a
permanent position. While being
on the inside may offer some

protection, even mid-career
people can feel insecure, since
losing their job would push them
outside again, with no obvious
way back in.

One solution examined would be

to unify those contracts, creating

French outlook

flexibility in the early phases and
improving security with seniority.
This would improve employment
opportunities lor everyone.
The Economic Survey of France also
focuses on reforms in education,
and issues whose resolution could

indirectly raise economic
potential, particularly pension
reforms and decentralisation.

The survey further examines how
to alleviate poverty and social

exclusion. It emphasises that the
incidence of (relative) poverty in
France is low by OECD

standards and only slightly
higher than in the Nordic

countries. Even so, poverty is a

prominent issue in France,

against the backdrop of the
traditional "republican values" of
liberty, equality and fraternity,
which can also be read as a call

lor territorial and social

cohesion. Indeed, the report
recommends that it is the

geographical concentration of
poverty that policies should

target, as well as tackling issues
related to labour force

participation among the
low-skilled and older people.

The Economic Survey of Erance
ISBN 978-92-64-02986-6, can be ordered

at www.oecdbookshop.org.
Summaries and a policy brief
are available at www.oecd.org/economics.
For other recent economic surveys, see the
New Publications section.

% change
2006 2007 2008

GDP at market prices 2.1 2.2 2.2

Unemployment % 9.0 8.4 8.0

Consumer prices 1.9 1.3 1.7

Current account % GDP -1.2

Source: Economic Survey of France, June 2007

-1.0 -1.0
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Biofuels lift farm prices-
Increased demand for biofuels is

fundamentally changing agricultural
markets and could drive up world prices

for many farm products, according to a
new report published by the OECD and
the UN's Food and Agriculture
Organisation (FAO). Droughts and low
stocks fuelled recent hikes in farm

commodity prices, but long-term
structural shifts are underway which
could bolster high prices for many
products m years ahead.

The OECD-FAO Agricultural Outlook
2007-2016 says reduced crop
surpluses and a decline in export
subsidies have also contributed to

these trends. But more important is

the growing use of cereals, sugar,
oilseed and vegetable oils to produce
the fossil fuel substitutes, ethanol and

biodiesel.

In the US annual maize-based ethanol

output is expected to double between

2006 and 2016. In the EU the

amount of oilseeds (mainly rapeseed)
used for biofuels is also set to double

from just over 10 million tonnes over
the same period. In Brazil, annual
ethanol production is projected to
reach some 44 billion litres, up from
around 2 1 billion today, while
Chinese ethanol output should nse
to an annual 3.8 billion litres, up
2 billion on current levels.*

See www.oecd.org/agriculture,

www.oecdobserver.org/energy and

www.iea.org

Fuelling up

-and sow uncertainty
Do biofuels produce higher
emissions than petroleum? There is a

high degree of uncertainty about this
question, experts believe. For Jack
Short, secretary-general of the the
International Transport Forum, few
biofuels seem to offer much in the

way of climate protection or oil
security and are an expensive way of
addressing these concerns. Mr Short
was speaking at a meeting of leading
transport, energy and environmental
experts in Paris on the sustainability
of transport fuels.

Brazil's sugar cane ethanol ts efficient
because it is easier to turn into

alcohol than starch from corn, and

its waste is used in distilleries,

experts heard. But otherwise, though
second generation biofuels may bnng

some improvements, even new

plants aiming at mass production
cause uncertainty, not only because
of their impacts on land use, soil
fertility and water pollution, but
because they depend on large
subsidies. Financial support for
biofuels already totals around
$15 billion a year in the OECD as a
whole and experts at the meeting

believe much cheaper ways of saving
fuel and reducing emissions arc-
available.

The International Transport Forum, a

global organisation which replaces
the more narrowly geared European
Conference of Transport Ministers,
will hold its first major conference
on climate change in Leipzig,
Germany in 2008.

See internationaltransportforum.org

European aid
scrutinised

The European Commission disbursed $10 billion in
official development assistance (ODA) in 2006,
making it the sixth largest donor among the
members of the OECD's Development Assistance
Committee (DAC), a group which provides some
90% of global bilateral ODA. The Commission also
plays a "federating" role for the institutions of the
27 member states of the EU-together they account
for more than a half of the total.

DAC commended the Commission's role in reshaping
its development co-operation, though notes a number
of challenges, continuing to reform the relevant
institutions, and to simplify procedures in a bid to
improve policy coherence. The DAC peer review was
led by the US and Australia on 26 June 2007.

See www.oecd.org/dac

Plus ça change . . .
The interdependence of national economies has

necessilated a far-reaching international co-ordination

of policies. The virtually continuous confrontation of

these policies as practised by the OECD probably

represents the greatest advance so far achieved in

this direction. This is far from claiming that the system

has reached perfection. [. . ,]More rigorous methods of

international co-operation and co-ordination can easily

be imagined. But national sovereignty remains an

inescapable fact, and it is unrealistic to contrive a

system which disregards it. [. . JDuring the past

1 5 years, it has had a deep influence on the

economic policies of the countries which today
form the OECD.

"The confrontation of economic policies within the

OECD" in No. 3, March 1963

ft I oecd

Observer
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Fakes, facts and figures

Linda Haie-Fayle and Wolfgang Hubner, OECD Directorate for Science, Technology and Industry

Fake goods are not cheap.
In fact, they exact a heavy
cost on industry,
governments and the
general public. There is a
strong case for public action
across OECD countries

against counterfeiting. The
question is how to make
progress?

Want to buy an expensive Swiss
watch? Not everyone can
afford a real one-a Patek

Philippe timepiece can be worth many
thousands of dollars, and some very
exclusive makes, such as a Vacheron-

Constantin, can cost over a million! Still,

you may have found a convincing look-
alike in some market on your travels: the

genuine item is made of several hundred
parts and would have taken many
thousands of hours of costly research and
development to make, but this imitation
seems to work well, and it looks smart.

You shrug your shoulders and buy it,

because "anyway, counterfeiting is a
harmless activity!" But what if the
airplane you were about to board had
been repaired with counterfeit airplane
parts: How smart would you feel then?

Modern counterfeiters will copy or
recycle just about anything as long as
there is a profit to be made, and they are
becoming increasingly adept at doing so.
The last laugh is on the consumer.
Counterfeit or pirated products may seem

temptingly cheap, but they are neither a
small nor a harmless business. Did you

know that when you buy fake designer
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glasses or a pirated CD you could be
financing organised crime or even
terrorism, and that for every euro you
spend the counterfeiter is making huge
profits? Indeed, the counterfeit and pirate
goods business can be more lucrative than

selling illegal drugs, and with a lower risk
of being caught.

Did you know that when you

buy fake designer glasses or a

pirated CD you could be

financing organised crime or

even terrorism?

Crime is one good reason to take
counterfeiting seriously as a public policy
issue, but there are others. Fake goods
pose a threat to public health and safety.
They destroy businesses through loss of
profits and consumer trust and, ultimately,
brand value. They impact on employment
when jobs shift from legitimate
businesses-the "rights" holders-to
infringing parties. This impacts on the
economy, and on the welfare of employees
who often work under poor conditions in
clandestine, illegal activities.
Counterfeiting stunts development and
undermines public institutions. Moreover,
it damages the very process of innovation
that is so vital to economic growth and

welfare today. In short, counterfeiting
undermines global economic co-operation
and development, which is why OECD

governments must fight it.

Counterfeiting is probably as old as
markets themselves-legend has it that
ancient Greek wine was once

counterfeited by the Romans! But today
the extent and complexity of the
problem have increased with
globalisation and new communications
technology.

While the economic, social and

development losses from counterfeiting
and piracy are probably enormous, more
and better data would help establish just
how enormous they are in terms of lost
profits, tax revenues, eroded welfare of
employees, working conditions and so

on. International trade provides some
indication of how big the counterfeit
and piracy business is-as much as
$200 billion in 2005, according to a

forthcoming OECD report. But this
figure does not include the counterfeit
and pirated goods produced and sold
within domestic markets, nor indeed the

flow of pirated digital products being
distributed via the Internet. This means

that total counterfeiting and piracy
worldwide could well be several hundred

billion dollars more.

Counterfeit and pirated products are being
produced and consumed in virtually all
countries, with Asia emerging as the single
largest source. Counterfeiting is a bane in
some transition countries too, not least

Russia. However, customs data also record

interceptions of counterfeit goods in nearly
every OECD member country!

Consumers who knowingly buy
counterfeit goods might think they are
getting a bargain but the lower quality of
infringing products finally shows through
when the watch stops or the fake glasses
break. However, consumers are often not

aware if the goods they buy are
counterfeit. One reason is the art of

copying, packaging and labelling has
become more sophisticated, making it
difficult to tell fake and genuine products
apart. And far from being sold on shady
street corners, counterfeit goods have
started to find their way into regular
distribution systems, and on to

supermarket shelves right next to genuine
goods. They slip through the system,
bypassing rigorous testing procedures and
safety standards, and present serious
health and safety risks when sub-standard
batteries for toys leak or explode, or fake
baby formula causes illness or death.

Automotive components from chassis
parts to air bag mechanisms, tyres and
brake pads have also been counterfeited.
So have drugs to fight cancer, HIV/AIDS,
and cardiovascular disease. These

counterfeit products are unapproved and
potentially dangerous as the formula may
be wrong or they may contain toxic
substances. They are manufactured on
the cheap in the most dismal and

unsanitary conditions and can expose
patients to grave risks.

Apart from the public danger, these
activities also have a deeper economic-
effect, beyond crowded out markets and
squeezed profits: counterfeiting actually
dulls incentives to innovate or invest.

From watch masters to software

engineers and pharmaceutical
researchers, intellectual capital is violated
and thousands of hours of R&D wasted.

Counterfeiting and piracy involve a range
of illicit activities that infringe intellectual
property rights (IPR) over trademarks,
copyrights, patents, design rights, and so
on. The counterfeiters knowingly
manufacture the fake goods. Indeed,
much work at the OECD focuses on

infringements as described in the WTO
Agreement on Trade-Related Aspects of
Intellectual Property Rights (TRIPS).

Clearly counterfeiters must be
challenged, but how? One difficulty is
that the counterfeiters usually keep a
step ahead of the authorities. Their
mafias, triads and other criminal groups
are spread around the world, and
commonly also deal in drugs,
prostitution, human trafficking, money

Counterfeiting actually dulls
incentives to innovate or

invest.

laundering, arms dealing and corruption.
Their world is complex, involving skills
and resources to make, move and

distribute counterfeit and pirated goods
through regulated markets.

The sheer volume of trade passing
through ports, and the fact that
counterfeiters constantly change tactics
to avoid detection, frustrate efforts by
stretched customs officers and other law

enforcement agencies. Free-trade zones,
with their relative lack of controls, have

expanded rapidly in recent years,
particularly, though not exclusively,
in developing countries, and have
become important channels for
counterfeit/pirated products. There,

10
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counterfeiters conceal distribution

channels by changing delivery
companies or splitting shipments into
smaller parts, which are then sent
onwards using a web of delivery services
and modes of transportation. And then
of course there is the Internet, with its

myriad auction sites, stand-alone
e-commerce portals and e-mail
solicitations all on a seamless global
network. Indeed, any assault on
counterfeiting would gain from a solid
understanding of this "virtual"
dimension.

Counterfeiting may always have been
there, but renewed national and

international efforts are clearly needed
to fight it. There is no single remedy,
and the OECD report lists several ways
to develop information and analysis,
strengthen legal and regulatory
frameworks, enhance enforcement and

deepen the evaluation of policies
programmes and practices.

Counterfeiting is a global issue and
governments, industry and consumers
must take action together if they are to
fight it. An obvious place to start is in
legislation, by building on existing
global initiatives, including the WTO's
TRIPS Agreement, which obliges
government to enforce IPR and exact
penalties. While many countries have
adequate legal frameworks and
regulations in place, enforcement is
often a weak link, reflecting a lack of
resources, or corruption. Inaccurate

information can also hamper efforts: the
authorities might know there is a
problem, but need more coherent data
and intelligence before they can act.

Tackling public attitudes can help,
particularly in those markets where
people deliberately seek out bargains.
But awareness campaigns will be less
effective in the very many cases where
consumers believe they are buying a

genuine item.

Closer government/industry co-operation
would help squeeze the economic and
legal space counterfeiters operate in.
Many industry groups and associations

have launched activities to assist

in dealing with counterfeiting. A
2007 survey from one such group, the
Business Action to Stop Counterfeiting
and Piracy, found that industry efforts
focus on developing technologies. This
is important, but there are other areas
for action, including building platforms
for information exchange and finding

ways to improve management so that
dud components can be detected earlier
on in supply chains.

Anti-counterfeiting measures cost
money and resources. However, some
government initiatives, such as
seizing the profits of criminal
activities and redirecting a
proportion of them back into law
enforcement, can ease the burden.

Comprehensive and comparable data are
a vital base for all of these efforts, but

how to build and report such a
database? One promising framework
which OECD countries could build on

comes from the World Customs

Organization. This looks at a range of
elements, from date of interception and
value of product, to routing and type of
IPR infringement (patent, trademark,
copyright, etc).

Can we counter the counterfeiters? A

decade ago people believed writing off
bribery costs from their taxes was
acceptable: it no longer is. In this and
many other areas of policy, the OECD has
demonstrated how much can be achieved

through sound information and open,
determined co-operation. Our job is to
help the global economy work better, and
that means beating counterfeiting too.
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China and Latin America
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Javier Santiso, Chief Development

Economist and Deputy Director,

OECD Development Centre

A new global courtship is
blossoming, and it is
bringing China and Latin
America closer together.
Whether it ends in

happiness or in tears
depends mostly on Latin
America.

Chinas economic boom has been

like a tectonic shift that has sent

near-shock waves through Latin
America. China is on everyone's lips.
Major international events have been
dedicated to the country's remarkable
emergence, from the World Economic
Forum on Latin America to the

COFACE Annual Conference on

Country Risk, both held last spring.

They may just be events, but they
symbolise Latin America's move towards
Asia. Nor is it an accident that they are

taking place mostly in Chile. In 2006,
more than 36% of the country's total
exports were directed towards Asia,
with China taking a record of 12% of
the total. Recently, in 2006, Chile
concluded the first trade agreement
between a Latin American country and
China and started negotiations on
another with India.

Chile is not alone in seeking to do
business with Asia. In 2006, Brazilian

corporations like the iron ore producer,
CVRD, or the jet manufacturer,
Embraer, concluded huge contracts in

China. In early 2007 Venezuela agreed
to a US$6 billion joint investment fund
for infrastructure projects on its soil and
oil refineries in China able to process
Venezuelan heavy crude. In March

2007, Beijing launched China's official
candidacy to the board of the Inter-
American Development Bank. If it
succeeds, it will become the bank's third

Asian member, after Japan and Korea.

These ties with China are read as good
news in most Latin American countries.

For one thing, they allow exporters to
diversify away from traditional markets
to the north. It also means trading with
the new engine of world growth. With
the exception of Mexico and Central
America, which still rely on markets in
the NAFTA region and other OECD
countries, in Latin America China

generally represents a "trade angel", like
a business partner who offers a helping

OECD Observer No. 262 July 2007
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hand and a leg-up into the heady world
economy. It is an outlet for huge
amounts of the region's commodities,
while providing very little competition
for Latin American products in the
US and in Europe, as a recent OECD
Development Centre study reveals
(see references).

But for the region as a whole, and
especially the possible laggards, the buzz
about China should above all be taken as

a wake-up call for more reform,
particularly in the area of infrastructure.
Even Mexico, though a thriving OECD
member, will need to reform if it is to

remain competitive, especially as its
low labour costs are no longer that
advantageous relative to China. True,
Mexico's proximity to the US remains a

major strategic asset, but to capitalise
fully on this asset, it must improve the
efficiency of roads, ports, railways and
airports.

For other countries seeking to profit
more from the rise of China, as well as

the other Asian dynamo, India, a major
policy issue will be to avoid the pitfalls
of commodity dependency. China has
become Brazil's second and fastest-

growing export market, but 75% of these
exports are concentrated in just live

Three-quarters of Brazil's exports

are concentrated in just five
commodities

commodities-soybeans, iron ore, steel,
soy oil and wood. Brazil is not alone in

this situation. Argentina sends soybeans
to China as its major export to that
country, while Chile and Peru depend
on copper for the bulk of their exports
to China. This may benefit the trade
balance of many Latin American
countries in the short term, but such

dependence on commodities is an issue

for the long-term development of these
countries.

There are fiscal challenges too. In this
regard Chile, the largest producer and
exporter of copper in the world, offers
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a good example of adequate practice.
Rather like Norway with its oil and gas
revenues, its management of the copper
windfall has so far been wise: most

revenues are being held offshore in
foreign currency, in order to ease the
upward pressure on the Chilean peso. All
surpluses over I % of GDP will continue
to be channelled into a new "economic

and social stabilisation fund", that will

also be held abroad and used in future

for education, training and industrial
innovation.

Latin America and Asia are watching
each other admiringly, but there is cause
for excitement too. After all, for the first

time in its history Latin America can
benefit not from one but three major
world growth engines. Until the 1980s
the US was the major trading partner of
the region. Then came the boom of
European investment in Latin America

during the 1990s. Now, this century,
China is fast becoming a new suitor, with
India and other Asian countries not far

behind.

The danger for Latin America is
complacency. If the continent basks in
the glow of windfall profits from
commodities, while traditional

manufacturers continue to see operating
on the US market as a given, the current
courtship could become a missed
opportunity. The region will have to
embrace reform, as strongly as it seems
to be ready to embrace China. If it does

that, then its courtship with the global
market's main star could bear real fruit

after all.
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Egyptian investment

Egypt's new era

Egypt has beBj (the first Arab and
lirst African country to sign the
OECD Declaration on

International Investment and

Multinational Enterprises. Egypt has
made impressive progress in reforming
its investment policies in recent

years-foreign investment in
manufacturing has been fully liberalised,
for instance, with the exception of
defence-related industries-but significant
barriers to both foreign and domestic
businesses remain. According to a new

report on the country's investment
policies presented at the signing
ceremony in July, barriers to entry have
been eased for both domestic and foreign

investors, customs procedures
streamlined and a dedicated ministry set

up in 2004 to promote and manage
investment. The tax system in particular

has been streamlined, with the corporate
income tax rate cut from between 32% and

40% to a uniform 20% and the

approximate!)' 3,000 different types of
exemptions eliminated.

The Investment Policy Review of Egypt
2007 says foreign direct investment
inflows increased twelve-fold between

2001 and 2006, reaching $9 billion in
the first three quarters of its 2007 fiscal
year, compared with $6.1 billion for
2006 as a whole. Egypt has agreed to
review restrictions in areas like tourism,

construction, courier services and

exports. Further easing of restrictions
would attract more investment, increase

competition and benefit the economy as
a whole, the new OECD report says.

See www.oecd.org/investment
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Medical malpractice

Medical malpractice
what remedy?

Claims for clinical mistakes have been rising in both number and amounts of compensation
sought over recent years. What can be done?

In October 2006, 16-year-old Lisa Noms
died at home in Scotland after receiving
17 overdoses of radiation treatment for a

brain tumour. Nearly 200,000 people could
be dying each year in the US because of
in-hospital medical errors, suggests a 2004
study by healthcare company Health Grades.
According to a recent survey conducted for
the European Commission by
Eurobarometer, four out of five Europeans
think that medical error is an important issue

in their country, and nearly one in four said
that they or a member of their family had
been personally affected by clinical mistakes.

Medicine is supposed to cure; when instead it
kills or injures, front-page headlines soon
convey the dismal tidings. When medicine
does its daily job correctly, there is no news
to report unless a spectacular-and preferably
simple to explain-breakthrough is involved.

"Someone's got to be summonsed," said Mrs
Ramsbottom in a humorous poem by
Marriott Edgar, when her son Albert was
swallowed by Wallace the lion at Blackpool
Zoo. Today, hospitals, doctors, health claims
insurers and politicians in many of the

world's wealthiest countries are convinced

that patients and their lawyers are seized by
a similar compulsion whenever treatment

goes wrong.

The talk is all of massive payouts for trivial
claims, huge legal bills, escalating insurance
premiums, and the withdrawal of health
practitioners and insurers from high-risk
specialities such as obstetrics and
neurosurgery. This in its turn is fuelling on¬
going calls for legal reforms that can limit the
frequency and costs of litigation and keep
premiums within bounds. There have been
high-profile campaigns on this issue in the
US, for instance, and some states have

already legislated in this area.

A recent report by the OECD Insurance and
Private Pensions Committee, Medical

Malpractice: Prevention, Insurance and Coverage
Options, notes that claims for clinical mistakes
have been rising in both the number and
amounts of compensation sought over recent
years. In the US, the most striking example,
claims have increased nearly 10% annually
since 2000, and total damages awarded in
2004 reached $28.7 billion.

In Austria, damages awarded rose
50% between 2002 and 2003, while in

Japan the number of new malpractice suits
filed at first instance courts more than

doubled between 1990 and 2000.

Meanwhile, one of Australia's providers of
medical compensation insurance,

UMP/AMIL, was put into provisional
liquidation in 2002.

Largely because of the increase in claims
since 2000, insurance profits in this sector
have slumped, and in some cases insurers
have made net losses on this branch of their

business. For instance, there were overall
loss ratios of around 190 in Austna and

250 in Italy in 2003, and 145 in the US
and 1 12 in Greece in 2002.

The OECD report suggests that the above
trends are producing three main adverse
effects in a number of countries. The first of

these is a reduction in the market offer of

health compensation insurance, including
restrictions on cover and withdrawals from

the sector. For example, the St Paul group
withdrew dramatically from US and
European markets in December 2001.
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The second effect is a reduction in some

instances in the numbers of practitioners
willing to work in specialised disciplines for
which it is difficult to find insurance cover,

and/or in regard to which premiums have
risen particularly steeply. For example,
premiums for disciplines such as obstetrics
and gynaecology have more than doubled
since 2000 in some US states. Also, a

2004 survey by the Society of Thoracic
Surgeons in the US showed that more than

30% of cardiothoracic surgeons questioned
had relocated, closed their practices or
stopped providing high-risk services, in large
part because of increased liability costs.

The third effect is the development of
defensive medicine to reduce the risk of

litigation. This leads doctors to call for more
tests than necessary prescribe more drugs,
refer to specialists when not particularly
useful, or even recommend invasive

procedures, such as biopsies to confirm
diagnoses. These measures have a cost and
may even involve risks for patients. According
to a survey by Harris Interactive in 2004,
76% of doctors in the US stated that then-

concern about possible malpractice litigation
had impaired their ability to provide quality
care to patients and had caused them to

practice defensive medicine. Going further, a
report issued by the US Department of Health
and Human Services (HHS) in 2003, showed

that money spent on defensive medicine is
money not spent on improving the quality of
care.

The above considerations do not necessarily
present the whole picture, though. The fact
that the sums claimed and awarded are rising
does not mean simply that litigants are putting
in inflated claims. In part, this trend reflects
factors such as the increasing cost of medical

care. Also, despite anxiety about the creation of
a "compensation culture", most patients do not
sue their doctors and hospitals.

Moreover, hikes in insurance premiums are

often dictated in part by general market
movements and may to some extent be
cyclical in nature. In his book, The Medical
Malpractice Myth, Tom Baker, Director of the
Insurance Law Center at the University of
Connecticut School of Law, argues that high-
profile cases such as medical malpractice suits
are far less important in dollar terms than
more run-of-the-mill claims such as auto

accidents or workers' compensation. He
points out that in 2003 US businesses paid
$27 billion for auto liability premiums and
$57 billion for workers' compensation
insurance premiums, whereas health

professionals paid only around $11 billion in
total in medical malpractice premiums.

Mr Baker calculates that this means an

average annual premium (in 2003) of around

$12,000 per doctor, though he admits that
some practitioners have to pay much more.

Largely because of the increase in

claims since 2000, insurance

profits in this sector have slumped.

He also suggests new procedures that would
allow patients to find out what caused their
injuries without having to sue first.

Medical malpractice law and coverage
provisions vary considerably between
countries. For instance, in many jurisdictions,

liability depends on fault, though this concept
is interpreted differently in different places,
and some countries such as Finland,

Denmark, Sweden and New Zealand have

introduced no-fault compensation systems of
varying types. Also, cover may be provided by
a variety of organisations, including
commercial insurance companies, not-for-

profit mutuals and state-run guarantee
systems.

Accordingly, even though the basic issues
concerning compensation and cover for
medical errors are similar throughout the
OECD area, it would be difficult to suggest
standard solutions. A number of options are,
however, available.

For instance, the recent OECD report on

medical malpractice coverage suggests
several alternatives. One of the more radical

of these is to replace fault-based liability
with a comprehensive no-fault system.
Issues to be considered in this context

include the possible increased costs related
to this change and the transitional period
according to national circumstances, as well
as how compensation is to be triggered,
what types of damages should be awarded,
and whether the scheme should be

financed through taxation, levies on health
practitioners and/or market mechanisms.

Another approach is to retain fault-based
litigation (tort or civil liability law), and to
fine-tune litigation procedures and
insurance provisions. Possible measures
include alternative dispute resolution such
as arbitration and ombudsman facilities. In

addition, damages can be capped, time-
limits for starting proceedings can be
tightened, and clearer legislative
distinctions can be made between easily
and less-easily avoidable injuries.

Measures can also be considered to buttress

insurance cover for medical injury awards.
For instance, non-profit bodies, such as
medical defence organisations, can be
encouraged to develop more private
alternative financing mechanisms,
particularly for doctors who cannot find
adequate coverage within the standard
insurance market. In exchange, these
practitioners would agree to apply best
medical practice standards.

The introduction of dedicated funds and/or

insurance and reinsurance pools aimed at
covering high-cost claims or particularly
"bad risks"(such as healthcare

establishment or high-risk specialties),
could also help to improve the insurability
of medical liability and to enhance the
insurance market capacity in this branch.

However, much more important than any
of the above is the implementation of
medical risk management procedures that
reduce the chances of error occurring m the
first place. The mistakes that most
frequently occur are often relatively simple
matters, such as accidentally giving the
wrong drug or failing to diagnose an
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underlying condition that is hidden by
another one.

The results of such errors can be dramatic.

For instance, in one case in England a three-

year-old girl had fallen prey to a flesh-eating
bug, but this was not spotted at first because
she also had chickenpox. Adequate review

procedures and an environment that
encourages voluntary reporting of mistakes
figure highly on the list of measures that can
help. MR

Note: This article was originally published
online at www.oecdobserver.org in January 2007. For

more detail on OECD work in medical malpractice

insurance, contact Flore-Anne.Messy@oecd.org

Visit www.oecd.org/daCinsurance
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Tribute: This article was written by our dear
friend, Michael Rowe, who passed away suddenly

in April 2007 following a major operation.
Michael was a well-known and highly respected

journalist, with many friends in media circles in
France and beyond. Unlocking difficult issues for
wider audiences was his great gift, which he

performed with a fluid, natural writing style.
Michael was an expert in tax, for instance, and
apart from many a serious article (including one
or two for this magazine), freelance journalists

working in France will remember him for his
brilliant little guide, "Tax for Hacks". He was also
a great lover of Spain. \ Adiôs, Michael ! RJC

Neglected diseases
Towards policies without borders

Whole communities in the

developing world are being

crippled by neglected

infectious diseases. Changing

the way intellectual property

rights are managed is vital for

attracting the pharmaceutical
investment needed to tackle

them.

Every eight months a new
infectious disease appears, joining
the roster of those that already

affect one in six people on earth. The
vast majority of those infected live m
developing nations. But diseases do not
recognise borders, and as the SARS
outbreak demonstrated, it took only

five months for a virus to spread from
China to 28 countries, on its way

devouring an estimated $10-30 billion
before it was brought to heel. Imagine
the result of an influenza pandemic.
Quite simply, OECD countries have a
direct interest in tackling infectious
diseases in the developing world.

Of the 10.8 million people who died
from infectious diseases in 2001,

10.6 million lived in the developing

world. The impact on society is

devastating. In sub-Saharan Africa,
infectious diseases are the top five
causes of mortality, whereas in rich
countries, the big killers are non-
communicable cardiovascular disease,

cancer, etc. Infectious disease also cuts

productivity, saps physical endurance
and keeps children out of school-if it
does not kill them. Where infectious

diseases are rampant, the human capital
necessary for development is eventually
depleted.

Malaria control in Africa costs about

$3 billion per year, woefully inadequate
to meet just the losses from the disease,
which amount to some $12 billion.

Along with the rest of the disease burden,
this means that each year, Africa sacrifices
an estimated 1.3% of its economic

growth to a disease that can effectively be
treated.

What is the cause of this situation? Is it

poor access to medicines? Or should we
blame the low quality of many health
services? These factors clearly play a role,
but what we also know is that big

pharmaceutical companies are widely
accused of faint-hearted efforts to reduce

the cost of drugs, with some saying their
real concern is protecting patent rights. Is
this true? The fact is that most of the

drugs currently used for neglected
infectious diseases are no longer under

patent. The bad news is that some of
these drugs are outdated, that many are
simply not formulated for the needs of
developing countries and that for many
of the diseases faced by the poor there
are no effective drugs at all - either

patented or not.

The world urgently needs to accelerate
investment in medicines that address

these issues. That means finding a new

generation of drugs for infectious diseases
which are specifically designed for cases
in developing countries. A HIV vaccine
for the US may be inappropriate for
strains found in Africa. Or a short-term

anti-malarial vaccination for tourists may
be useless to local residents, and even

weaken the natural immunity system.

Part of the problem lies in the nature of
the global pharma business: all too often,
research and development on infectious
diseases focuses on demand in rich

markets, neglecting the needs of the very
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large poor populations who suffer from
them. Pharmaceutical firms shy away
from R&D for diseases like malaria,

sleeping sickness (trypansomiasis), a skin
disorder (leishmaniasis) and river

blindness (onchocerciasis). Less than 10%

of R&D expenditures in health focus on
such poor country diseases, because the
cost of doing the research is just too high

Neglected stakeholders

and too risky and there are few if any
prospects of a return on investment.

Consider that to obtain just one new drug
for each of the eight tropical diseases
identified by the WHO Special
Programme for Training and Research in
Tropical Diseases (TDR) at least six
different molecules must enter the clinic

at a cost of about $20 million each. The

pre-clinical drug discovery costs, of
identifying 48 clinical candidates-that
means at least six for each TDR

disease-are around $1 billion, a sum

greater than the drug discovery budgets
of the largest pharmaceutical companies.
Many drugs fail to make it through the
discovery phase, let alone the most

expensive part of drug development,
which are the clinical trials.

Facing such odds, how can more

companies and laboratories be
encouraged to enter poor country
markets? Governments can start by
identifying combinations of strong "push"
(reducing R&D costs) and "pull"
incentives (increasing demand for R&D

products) so as to spur innovation.
Another step is to get the players involved
to talk it through.

In June, the OECD held a high-level
forum to discuss the matter in the

Netherlands (see references). The

consensus was simple enough: improving
the availability of medicines for neglected
infectious diseases requires paying
attention to the entire innovation

cycle-from fundamental research, to
product development, to improved access
and health care systems. The full system
includes not just the business/research
end, but also users and civil society. For
some time now the OECD has been

getting governments, pharmaceutical
companies, aid and health professionals
to talk to one another about how to make

the entire chain more effective, efficient,

and still profitable.

Accelerating the availability of needed
medicines is not just about money,
however. The closed, sometimes even

jealous nature of research and

development has to change. Innovation
suffers when laboratories work in

isolation, and when research efforts are

not aligned to the most pressing scientific
challenges. Also, firms lose time
negotiating contracts or access to each

other's intellectual property. One major
victim of this is the unknown number of

firms and laboratories that would perhaps
eagerly take on global health challenges,
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but cannot get involved because of the
cost, especially if it means running their

own programmes or institutes.

What is needed is a more open system of
innovation, whereby the barriers to the
sharing of knowledge, data, tools and
expertise are removed and where firms
can share their skills and resources more

easily, not least via virtual networks.

"Open innovation" can work because
networked research brings in more

researchers and improves the success rate
of finding new drugs in neglected diseases.

One such new form of organisation that
focuses on global health problems has
emerged since 2000. Called PDPs which
is shorthand for Product Development
Partnerships-they run on the idea that

developing effective medicines is best
achieved via global networks of public and
private researchers. They try to minimise

risk by developing a portfolio of products
for neglected diseases. The trouble is that
without long-term financing, innovations
run out of steam before the kettle comes

to a boil. Guaranteeing a pipeline of drugs
without funding is impossible.

One idea to avoid wasting time and

money is to draw up a list of product
profiles to help companies identify the
most promising compounds for
development. Such profiles would also
indicate the optimum price of a medicine,
its formulation and the required dosage.

Another idea is to build collaborative

networks of firms and laboratories to

reduce the cost of research through the
voluntary sharing of knowledge, data,
tools and infrastructures. Collaborative

mechanisms for the access and use of

intellectual property have been advocated

to improve ease of transactions. For
instance, "voluntary patent pools" can
reduce transaction costs as two or more

patent owners agree to license their
patents to one another or to a third party.
Finally, companies are thinking about
how to expand their R&D capacity in
global health, perhaps through the use of
sabbaticals and fellowships, and joint
academic-industry doctoral and post¬
doctoral programmes. Retired drug

researchers could also participate.
Whether this treats the problem seriously
enough remains to be seen.

Some governments and civil society
groups point the linger at intellectual
property rights (IPRs) as the core of the

problem, arguing that open innovation
requires weaker or no IP protection. Yet
IPRs serve as a bedrock on which

arms-length, virtual drug development
initiatives are built. In fact, IP is often the

slicking point on which all discussion

flounders. But while, it may generate
some problems, haranguing governments

Haranguing governments into

forcing pharmaceutical

companies to surrender their

IPRs will not solve the problems.

into forcing pharmaceutical companies to
surrender their IPRs will not solve them.

Convincing people to get beyond the
question is important to move forward,
and this is just what the OECD has

started to encourage.

We believe pharmaceutical companies,
governments, public laboratories, and

NGOs can work together to research, to
develop, and bring new drugs to poor
country markets. Part of the trick is

changing the way intellectual property
rights are used and managed. Changing
behaviour about sharing IP is key to

creating a new, more open business
environment for innovation.

Governments are also thinking about the
mix of push and pull incentives to create
a more conducive environment for global
health research. The Gates Foundation,

with its $7.8 billion in global health
expenditures and its commitment to
research is perhaps the most important
"push" mechanism in recent years.
Proposals for "pull" mechanisms include
patent buyouts; fast-track regulatory
approval for certain drugs; revenue
guarantees, which commit a sponsor not
only to a minimum guaranteed price, but
to purchasing a certain number of

treatments; "wildcard" transferable

patents, whereby the developer of a new
drug is compensated with extended rights
on another patent.

A radical new approach in the battle
against infectious diseases in recent years
and one to receive wide political support
is the Advance Market Commitments

(AMCs). Under an AMC, companies
compete to produce a vaccine or drug
that meets certain specifications. The
AMC sponsor promises to top-up a
guaranteed price for a limited number of

treatments that a poor country,
international agency or NGO would buy
Once the agreed number of treatments

has been bought, the supplier commits to
selling further treatments at a cost
affordable to poor countries. The
advantage of AMCs is that donors pay
only if desired products are forthcoming.
A pilot AMC lor a pneumococcal vaccine
was launched in February with a
commitment of $1.5 billion by Canada,
Italy, Norway, Russia and the UK, along
with The Bill and Melinda Gates

Foundation. A second AMC for a malaria

vaccine is expected soon.

The cliché that a chain is only as strong as
its weakest link is apt in the case of R&D
for neglected diseases. From discovery to
animal and human testing; from mass
production to delivery to a village without
roads or running water, perhaps in the
midst of war, there is a risk the chain

will break. Coherent policies, linking
training, access, aid, trade, legal systems and
so forth, can ensure against this happening,
and keep the entire R&D network
motivated. But if a weak link breaks, the

poor may not be the only ones to face a
world of infectious disease. No longer can
rich nations afford to believe the naive

assertion that "we've already taken care of it
here". Diseases do not recognise borders;
neither should their cures. LT/RJC

For more information on the "High-Level
Forum on Emerging and Neglected
Diseases: Policy Coherence to Enhance
their Availability", Noordwijk-aan-Zee, the
Netherlands, 20-21 June 2007, see

www.oecd.org/health or contact
Benedicte.Callan@oecd.org
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STATISTICS

Why measuring

progress
matters

Enrico Giovannini, Chief Statistician, OECD

Wading through performance
statistics often leads to confusion.

A new international initiative could

help people build a clearer view.

Are you confused about the state of your country

and where it is going? Do you sometimes feel

overwhelmed by the plethora of information-often

contradictory-about the health of your economy, society or
the environment?

Governments should be judged on the effectiveness of their policies
and projects, but against which benchmarks? And how can citizens

take part in honest democratic debate about policy alternatives if they

do not know what is really going on in their own country or region?

Information is a vital input to economic and political processes, and

greater access to information, helped by advances in technology, has

changed the ways in which markets and societies work. The Internet,
together with mobile and satellite communications means that more

information is available to more people than ever before. With the

ability to harness the energy of collaborative data-sharing through the

likes of Web 2.0, and with the growing influence of Hogging and the
many tools that facilitate the rapid transfer of information, it is easy
to believe that the concept of a "fully informed decision-maker"

could finally be achieved.

Alas, that reality is still a distant dream. While the gathering of
information has never been easier, selecting the "right" information

and turning it into knowledge for better decision making has
arguably become harder. In other words, the quality and not just the

quantity of information is key.

What matters for citizens is their quality of life. However subjective

such questions ultimately are, people still need to feel that the

objective inputs they use in making decisions are the right ones. After
all, poor data leads to poor decisions-garbage in, garbage out.

The trouble is, people today are asked to make more decisions than

ever before, from choosing schools to managing their own pensions.
Even what to eat is no longer an easy decision to make! What is clear

is that the final decision should not lie with the supermarket or the
government official, but the citizen. People today expect to be in
control of their own evaluations and life choices. Whole sets of data

are being questioned: is economic growth the right measure of

welfare, for instance? Can GDP growth really indicate greater welfare

if higher output also brings about damage to the environment, leads
to worse health conditions, or does not reduce poverty? Progress
must increasingly be measured against criteria more closely aligned

with public aspirations and notions of what a better life means.

A consensus is now growing around the world about the need to

develop a more comprehensive view of progress rather than focusing
on traditional economic indicators such as GDP Organisations all

over the globe are developing measures of a society's progress-of

sustainability wellbeing and quality of life-all terms closely linked to

progress. Work is being done at the local, national and international

levels, undertaken by the public and private sectors, civil society,
academia, and the media, both in developed and in developing
countries. Some of these measures are based on solid statistical

evidence, others on weak data or woolly methodologies.
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Sorting through these data sets and building
new reliable ones is a challenge which the
OECD intends to lead. Our aim is not to

reaffirm some established orthodoxy. As

Secretary-General Angel Gurria argued to
ministers in 2007, "we have to move towards

measuring welfare not just output. It will
constitute a major contribution to democracy."

Which is why the OECD "must develop new
methods to measure the progress of societies,

integrating the usual economic indicators with
other social and environmental measures,

working with key non-member economies and
other international organisations to develop a

global repository for reliable statistics and data."

A healthy political process needs a citizenry
with access to accurate information about

policies to check economic, social or
environmental outcomes or to evaluate possible
results. The choice of which data to use is often

influenced by politics or ideology. But what if
all citizens, regardless of political points of

view, were able to agree on a "common

information set" that accurately and objectively

captured society's progress? What if discussion
moved from disagreeing over stylised accounts

of a politician's record in office, to an agreed
fact-based discussion on whether and how a

nation was progressing, and what needed

to change? Is this being idealistic? Saying

that it could change the functioning of our
democracies is an understatement.

A better informed citizenry may be closer than
one might think. The second OECD World

Forum on "Measuring and Fostering the

Progress of Societies", held in Istanbul, Turkey,

at the end of June, may have sparked

significant progress in this area. Building on
the first World Forum in Palermo in 2004, the

question at hand is not just what a shared
information set means and should contain, but

how to change culture and policies worldwide.

Twelve hundred experts from more than
130 countries gathered in Istanbul to debate

such matters as climate change, health and

globalisation while expounding latest

evidence, proposing clever models, exposing

gaps in our knowledge and unveiling smart
solutions. At the same time, 35 exhibitors at

the first international exhibition on "innovative

tools to transform statistics into knowledge"

showed participants how to use the latest

technological innovation to communicate
statistics in a way that resonated with users.
But what made this conference stand out from

the many other international conferences, was
the resolve of top experts, institutions and civil
society groups to make a real commitment
to action.

This concrete commitment came in the form

of the Istanbul Declaration-the European

Commission, the Organisation of Islamic
Conferences, the United Nations, the UN

Development Programme, UNICEF and the

World Bank all signed up to the OECD-led

commitment to measure and foster the progress
of societies-to improve policymaking,

democracy and citizens' wellbeing (see box).

The Istanbul Declaration is an acknowledgement

that, despite advances in communication and

information sharing technologies, there is still

an urgent need for national statistical offices,

academics and public and private bodies to

collaborate to measure real progress.

The OECD will continue to work towards this

goal through our upcoming World Forum

meetings, and we will be reporting and seeking

input through print and the web, via the OECD

Observer and other media. We may even
launch our own "Web 2.0/wiki" tool about

measuring progress that the international

community can help build. This may add to
the tide of information, but with the nght effort

and guidance, lessen the confusion.

Visit www.oecd.org/oecdvvorldfoRnn
For more articles by the same author, see
www.oecdobserver.org

Immeasurable

commitment

Extract from

the Istanbul Declaration

W!:
£ £"V "Y Te, the representatives of the

European Commission, the

Organisation for Economic Co¬

operation and Development, the Organisation of
the Islamic Conference, the United Nations, the

United Nations Development Programme and

the World Bank, recognise that while our

societies have become more complex, they are

more closely linked than ever. Yet they retain

differences in history, culture, and in economic

and social development.

We are encouraged that initiatives to measure

societal progress through statistical indicators
have been launched in several countries and on

all continents. Although these initiatives are

based on different methodologies, cultural and

intellectual paradigms, and degrees of
involvement of key stakeholders, they reveal an

emerging consensus on the need to undertake
the measurement of societal progress in every

country, going beyond conventional economic
measures such as GDP per capita. Indeed, the

United Nation's system of indicators to measure

progress towards the Millennium Development
Goals (MDGs) is a step in that direction.

A culture of evidence-based decision making has

to be promoted at all levels, to increase the
welfare of societies. And in the "information

age", welfare depends in part on transparent and

accountable public policymaking. The

availability of statistical indicators of economic,
social, and environmental outcomes and their
dissemination to citizens can contribute to

promoting good governance and the
improvement of democratic processes. It can

strengthen citizens' capacity to influence the
goals of the societies they live in through debate

and consensus building, and increase the

accountability of public policies.

We affirm our commitment to measuring and

fostering the progress of societies in all their

dimensions and to supporting initiatives at the
country level. We urge statistical offices, public and

private organisations, and academic experts to

work alongside representatives of their
communities to produce high-quality, facts-based

information that can be used by all of society to

form a shared view of societal well-being and its
evolution over time.

Official statistics are a key "public good" that foster

the progress of societies. The development of

indicators of societal progress offers an opportunity
to reinforce the role of national statistical authorities

as key providers of relevant, reliable, timely and

comparable data and the indicators required for

national and international reporting." [. . J

For the complete declaration issued at Istanbul,

30 June 2007, go to www.oecd.org/oecdworldforum
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Innovation

Advancing the OECD Agenda
for Growth and Equity

OECD Council at Ministerial Level, Paris, 15-16 May 2007

Pedro Solbes, deputy prime minister and
finance minister of Spain, chaired the
2007 OECD MCM.

Announcements about

enlarging the OECD's
membership and
strengthening co-operation
with other countries took

much of the limelight at this
year's annual ministerial
meeting. Below is an extract

on enlargement from the
Chair's summary, followed
by some selected highlights
of the meeting.

Ri
£ £ I X ccognising the need to further

expand the OECD's global reach,
-policy impact and relevance,

ministers welcomed the report on
Enlargement and Enhanced Engagement.
They underlined the importance of Brazil,
India, Indonesia, China and South Africa

in the world economy, noting how their
policies and activities have global impact
and affect the issues addressed by the
OECD. They also considered that the
OECD experience of good policy practices
could be of interest to these countries. They
invited the secretary-general to strengthen
OECD's co-operation with these major
players through a process of enhanced
engagement or as full members.

Ministers decided to open accession
discussions with Chile, Estonia, Israel,
the Russian Federation and Slovenia.

Russia was regarded as a special case
because of its historical relationship with
the OECD. They considered that the
accession process would help foster their
reform agenda and ensure its
implementation and sustainability. Chile,
Estonia, Israel and Slovenia have been

actively engaged in OECD work for some

time and benefited from OECD good
practices. They have confirmed their wish
to become members.

Ministers supported a strengthening of
OECD's engagement with other selected

countries and regions of strategic interest to
the organisation. Countries of South-East
Asia were regarded as having highly
dynamic and influential economies, and
therefore deserving further attention with a
view to identifying possible members.

Ministers stressed the importance of a
financing reform to take into account the
implications of an enlarged organisation.
Council shall reach an agreement on this
reform, which will ensure that the

organisation has a strong and sustainable
financial foundation, before the Ministerial

Council Meeting in 2008.

Ministers recognised that the OECD's

agenda is full of opportunities to advance
its fundamental mission of promoting
peace, stability, prosperity, and democratic

values through sound economic policies
and good governance. They invited the
organisation to remain true to its founding
vision and high standards-confident that
real partnership will achieve real
success-around the globe.

During the discussions of an enlarged
membership, and therefore of a stronger
institution, additional avenues to increase

OECD's relevance through an enhanced
relationship with the G8, or by supporting
developing countries on service delivery
were suggested. Mention was also made of
the support of the OECD to the Chair of
the G8, in particular regarding its
relationship with the larger emerging
economies.

Ministers commended the secretary-
general's leadership in delivering the first
mandate of the 2006 Ministerial Council

Meeting."

Beyond enlargement and enhanced engagement,

there were several other discussion points at the

2007 ministerial meeting.

As the complete Chair's summary points out, the

OECD secretary-general outlined a strategic vision

for "a more inclusive organisation that can play a role
as a hub for dialogue on global economic issues".

The OECD must be "more proactive, open and

representative" if it is to strengthen its capacity to

"develop concerted responses to global challenges",
the summary says. Moreover, the organisation "must
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be increasingly sensitive to diversity, and display

greater understanding for the many different paths
that lead to growth and development."

Ministers also recognised that "many countries

continue to be bystanders in the process of

globalisation and the benefits il brings" and called

on the OECD "to play a greater role in identifying

policies which can help ensure that the benefits of
globalisation are shared more widely, and in

communicating its benefits."

Ministers agreed that "innovation perfonnance is a

crucial determinant of competitiveness, productivity

and national progress", and a key to addressing

global challenges, including climate change

Ministers also welcomed plans for an OECD

Innovation Strategy as an important contribution

to policymaking and best practices in all countries.
They also welcomed plans by Korea to hold a

ministerial meeting on the Future of the Internet

Economy inftune 2008.

The Chair's summary also reports that in discussing
the current economic situation, ministers

welcomed the recovery in Europe in particular, but

voiced some concerns with respect to energy

prices, the role of hedge funds and the evolution of
current account imbalances. On inflation ministers

noted it was "close to or even somewhat above

comfort levels in some OECD countries".

Ministers called on the OECD to intensify its work

on the political economy of reform and increase

its support to governments in their reform efforts.

On trade, ministers expressed their determination
to achieve results in talks under the Doha

Development Agenda, "in particular to improve

economic prospects for developing countries."

Beyond Doha lay other challenges, on services,

domestic policy goals, multilateralism and other

trading arrangements, etc. The OECD would be

looked to for analysis and advice on these

challenges and opportunities.

Climate change was described in the Chair's
summary as a "huge challenge" for all countries,

demanding "urgent policy action". Ministers

looked forward to help from the OECD and the

IEA in building an "efficient framework" to address

the problem. Ministers also welcomed the

suggestion from Sweden and the Netherlands for
the OECD and the IEA to carry out a study on

biofuels to be presented before the 2008 OECD

Ministerial Council. R/C

The complete 2,600-word "Chairs summary",

together with press statements and other reading,
can be found at www.oecd.org/mcm2007

See also editorial, page 3

A strong point: OECD Environment Director Lorents Lorentsen (left) discusses with
a Forum participant. In background is Asit Biswas, president of the Third World

Centre for Water Management

John West, Director, OECD Forum

As the 8th annual OECD Forum in May showed, everyone
agrees that innovation is important, but not everyone
agrees on the reasons why.

Innovation is the key for endless economic

well-being! Innovation is the only effective

response to today's globalisation! We all
want more innovation!

These were some of the cries of government and

business speakers at this year's OECD Forum as

they stressed the crucial role innovation plays in

competitiveness, productivity and national

progress. After all, innovation has driven much

of the rise in living standards since the Industrial

Revolution. And to remain competitive in the
face of China and India, OECD countries realise

they must move up the value chain and engage

in a continuous process of adjustment and
innovation.

More equitable global development is also

possible thanks to innovation, according to a

number of speakers. For example, in the

Philippines, the average waiting time for a
fixed-line telephone was 14 years in the 1980s.

Now everyone can buy a mobile phone, and
Manila has become the world's texting capital.

According to one estimate, Filipinos send
SMS messages at a rate of 500 billion messages

per year.

Innovations in information technology have
enabled countries like India to thrive, while

internet and mobile phone banking have
allowed wider access to credit.

Many OECD countries complain about the

difficulties of spurring more innovation.
Ultimately a cocktail of policies is needed to

ignite the "magic powder" in areas like high

quality education, investment in science and

technology, and an innovation-friendly business

environment, based on strong intellectual

property nghts, open and competitive markets,

and financial markets which back risk-taking.

The OECD is now launching an innovation

strategy to help governments the world over

win the innovation game, the Forum learned.

But is innovation all peaches and cream? Many

civil society and trade union participants at the
Forum were not convinced. For instance,

innovation is a major source of economic
change and social disruption today, with rapid

technological progress, rather than globalisation

per se, being the main driver of structural

change. Workers are ill-equipped to adapt to

this change, they said, and governments could
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Speeches

Recent speeches
by Angel Gurrfa

Measuring progress: Does it make a
difference for policymaking and democracy?
2 July 2007
Closing remarks to the OECD World Forum on
Statistics, Knowledge and Policy.
Istanbul, Turkey. See also Mr. Gurria's opening
statement.

Address to the 7lh Global Forum on Building
Trust in Government

26 June 2007
Vienna, Austria

On migration
25 June 2007
Introductory remarks at the launch of the
OECD International Migration Outlook.
Paris

Employment challenges
19 June 2007

Speech made at the launch of the OECD
Employment Outlook.
Pans

Competition: The rules of the game
21 June 2007
Speech at the presentation of the Competition
Assessment Toolkit.

Mexico City

Structural reforms for investment and

growth: Contribution by the OECD
21 June 2007
Keynote address to the General Assembly of the
Business and Industry Advisory Committee
(BIAC).

Mexico City

G8 Summit

8 June 2007
Speech to G8 leaders.
Heiligendamm, Germany

OECD, a relevant hub for global issues
15 May 2007

Opening statement to the OECD Ministerial
Council Meeting 2007.
Pans

Innovation, growth and equity: The equation
for prosperity
14 May 2007
Opening remarks to the OECD Forum 2007.
Pans

Water: How to manage a vital resource
14 May 2007
Speech given at the OECD Forum 2007.
Paris

Shaping the social dimension of globalisation
7 May 2007
Address to meeting of G8 Employment and
Labour Ministers.

Dresden, Gennany

Climate change, innovation and growth
2 May 2007
Lisbon, Portugal

do more to enhance their mobility, upgrade

their skills and provide income support.

Another concern they voiced focused on
financial market innovation, particularly the

rise of hedge funds and private equity firms
that, whatever the less visible benefits, are seen

as swallowing up companies and laying off

workers in a quest for short-term profits. And
financial innovation has also led to unlimited

movements of capital worldwide and a rise of
international criminality like money

laundering, bribery, corruption and tax evasion.

Even intellectual property rights are viewed
with scepticism, because they favour corporate
profits and restrict access to new products,

including important medicines. Nor are IPR

regimes effective in combating counterfeiting

and piracy, though many poor people suffer the
health and safety consequences of counterfeited
products. China and Russia may be identified

as leading counterfeiters, but the open

availability of bogus products on western
markets from Canal Street in New York to the

flea markets in Paris shows that it takes two to

At their annual meeting following the Forum,
OECD ministers were very sensitive to these
concerns. They stressed that it is urgent to

provide infonnation to the public as to the true
nature of the issues at stake, based on sound

data and analysis, and the OECD is well placed
to assist in this task.

Different perspectives: Irina Kibina
speaks at the Forum.

t vice-president at Russian steel producer, Evraz,

But ministers also acknowledged that there
is more than a "communications deficit".

We must create an environment where the

benefits of globalisation are shared more

widely, including through adjustment
assistance, they said, and underlined the
importance of the OECD's contribution in

identifying policies which can help ensure just

that. However, the organisation must also

"display greater understanding for the many
different paths that lead to growth and

development."

So, with more effort from us all, innovation could

be all peaches and cream, and an effective

ingredient in dealing with globalisation. After all,

the peach is itself a product of globalisation,
having been introduced to the west thousands of
years ago from its native home in China where it

remains today a Taoist symbol of immortality!

OECD Forum 2007-lnnovation, Growth and Equity,

14-15 May 2007. Order your OECD Forum Highlights
magazine by emailing lorum@oecd.org . For more
information on the 2007 Forum, including programme,

speakers and sponsors, visit www.oecdfomm.org
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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.

JULY

2-3

4-6

9-11

Modernising the Indian Tax
System, meeting organised by the
Indian Ministry of Finance, Asian
Development Bank and the OECD's
Centre for Tax Policy and
Administration. New Delhi, India.

Energy Efficient Set-Top Boxes
and Digital Networks, workshop
organised by the International
Energy Agency.

International Migration and
Development, global forum
organised by the Belgium
government, with participation of
the OECD. Brussels, Belgium.

AUGUST

12-18 World Water Week. Stockholm,

Sweden.

27-28 National Innovation System
Review of China, high-level
conference organised by the
Directorate for Science, Technology
and Industry with the Chinese
government. Beijing, China.

31/8-1/9 Housing, Housing Finance and
Monetary Policy, annual economic
symposium organised by the

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

SEPTEMBER

3-4 Supporting Success and
Productivity, Practical Tools for
Making Your University a Great
Place to Work, "What Works"

conference organised by the
Education Directorate. Paris, France.

1 3 EU ministerial meeting on
European Legal Migration,
presentation of OECD publication
Gaining From Migration. Lisbon,
Portugal.

18 Education at a Glance published.

19-21 Globally Competitive, Locally
Engaged: Higher Education and
Regions, conference organised by
the Education Directorate. Valencia,

Spain.

20 G8 foreign affairs ministers meet.
New York, US.

26 Economic Survey of India
published.

OCTOBER

2-3 Patent Statistics for Policy
Decision-Making, conference

organised by the Directorate for
Science, Technology and Industry.
Venice, Italy.

3 Council of Europe Enlarged

Parliamentary Assembly Annual

Debate. Secretary-General presents

a report on OECD work.

Strasbourg, France.

10-12 Environment for Europe,

ministerial conference organised by
the UN Economic Commission for

Europe. OECD presents its

publication Progress in Environmental

Management in Eastern Europe,

Caucasus and Central Asia. Belgrade,
Serbia.

16-18 Wealth Creation and Asia, World

Knowledge Forum 2007, organised

by Maeil Business Newspaper.
Seoul, Korea.

21 Fall meetings of the World Bank

and the International Monetary

Fund. Washington, D.C.

NOVEMBER

11-15 20th World Energy Congress

"Rome 2007", with participation of

the International Energy Agency.

Frankie.org i.vsi.k
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Facts
that

count

OECD Factbook

2007
Economic, Environmental
and Social Statistics

<>ECD«#

Over 100 economic, social and environmental indicators

covering such themes as education, environment,

science and technology, quality of life and many more.

The Excel data underlying all tables and graphs are

accessible on line via our award-winning StatLink
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

OECD FACTBOOK 2007

FOR MORE INFORMATION:

www.oecd.org/publications7factbook

ORDER YOUR COPY NOW!



Clearer fission
Management of Recyclable Fissile
and Fertile Materials

Nuclear energy is attracting renewed public
support. It is a virtually carbon-free energy
source and can help produce a sizeable

percentage of electricity needs in many countries. Bui while more
people are prepared to accept nuclear energy, loving it is not easy,
mainly because of the problem of nuclear waste. Treating it, burying it
and generally making it safer are ongoing challenges. Can waste be
minimised in the first place?

Management of Recyclable Fissile and Fertile Materials takes a look at the
inventories of recyclable nuclear materials available worldwide and
examines options to re-use them. These include depleted uranium
from enrichment plants, uranium and plutonium issued from the
reprocessing of spent fuel, plutonium and highly enriched uranium
declared excess to national security by Russia and the US, and
stockpiles of thorium, a metal considered as an alternative fuel to
uranium. The study shows that the amount of potentially recyclable
materials currently available could provide fuel for a fleet of current-
generation light water reactors with a total capacity ol at least

100 GWe-that's roughly all of the nuclear power plants
in the US-for nearly 40 years.

Furthermore, nuclear energy systems in operation today
could produce 50% more energy from the same amount ol

natural uranium initially mined if recycling options were
implemented, namely if spent fuel is reprocessed and the

retrieved uranium and plutonium recycled. Moreover, with
advanced technologies such as breeder reactors, the energy

produced by a unit of uranium mined could be multiplied by
50 or more, and the amount of spent fuel reduced by a similar factor!

Although there is no single option for the management of recyclable
materials, concerns regarding the secunty of energy supply, the
efficient use of natural uranium and the minimisation of the waste

produced, along with technology improvements, suggest new
opportunities for breeder reactors. As Management of Recyclable Fissile
and Fertile Materials reminds us, all strategies to manage these sensitive

and/or very radiotoxic nuclear materials require stringent measures to
ensure safety, radiation protection and prevention of proliferation of
potentially "weaponable" matenal. But at least these strategies would
lead to much less waste.

ISBN 9789264032552

Travails

of a T-shirt

Staying Competitive in the Global Economy:
Moving Up the Value Chain

Offshoring and Employment: Trends and Impact

Remember The Travels of the T-Shirt m the
Global Economy1. As we reported in these

pages, this award-winning book tracked the circuitous
making and marketing of a T-shirt, from the cotton fields of
Texas and a factory in China lo a used-clothes bazaar in Africa
("Global yarn", in No. 251 , September 2005, search
www.oecdobserver.org).

Global value chains are radically altering how goods and services
are produced; as with the T-shirt, parts made in one country are
assembled in another and sold in another still. The globalisation of
production has changed industrial structures, and in some sectors
affected their competitiveness. This has been further influenced by
the rapid integration into the world economy ol China and India,
whose large pool of labour fuels other concerns about offshoring
m manufacturing and services. How should OECD countries
respond?

Staying Competitive in the Global Economy brings
together OECD data on the globalisation of value

chains, and underlines the role that labour costs

can have in influencing the location of production.
Labour costs range from just over US$0.60 per

hour in China to over $30 an hour in Gennany, for

example. However, these labour costs are but one
dimension; competitiveness in developed countries

crucially depends on innovation. And as so much
R&D is being offshored to emerging countries too, the

report emphasises the importance of effective innovation
strategies and explores new approaches to moving up the value chain.

A second OECD report, Offshoring and Employment: Trends and Impacts,
assesses the positive and negative effects of offshoring, and proposes
solutions that might be able to limit the downsides. It shows that
offshoring is a relatively minor cause of overall job losses. Citing the
European Monitoring Centre on Change in Dublin, it states that
offshoring by European firms is responsible for less than 5% of total job
losses in Europe, far behind bankruptcies, shut-downs and restructuring.
Some sectors have been hit hard, though: textiles, apparel and footwear
have been most heavily offshored and have suffered the steepest job
losses. How this has affected our T-shirt is another question.

Staying Competitive m the Global Economy: ISBN 9789264033658
Offshoring and Employment: ISBN 9789264030923
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New OECD publications
Now available on www.sourceoecd.org

This edition of OECD's

twice yearly
economic

projections shows
how the world

economy is

continuing its

rebalancing.
Subscribers will have access to the

preliminary version, and the print

version will come out in late June.

This edition of the

annual African
Economic Outlook

combines the

expertise of the
OECD with that

of the African

Development Bank

to produce an overview of the
economic situation in Africa as a

whole as well as commentary for

most African countries. This year's
edition includes special coverage of
water and sanitation.

ECONOMICS

OECD Economic Outlook No. 81

Electronic release 24-May-2007; 250 pages

SourceOECD: www.SourceOECD.org/jxriodical/
04745574/econoutlook

Online Bookshop: www.oecd.org/bookshop?9789264O3450I
<Sce left

OECD Economic Surveys: Italy

7-Jun-2007, 1 39 pages; $66 £35 ¥6 800

SourceOECD: www.SourceOECD.org'9789264033245

Online Bookshop: www.oecd.org'bookshop?9789264033245

OECD Economic Surveys: New Zealand

22-May-2007, 1 30 pages; $66 £35 ¥6 800

SourceOECD: wwwSourceOECD.org/9789264027541

Online Bookshop: wwwoecd.org/bookshop79789264027541

OECD Economic Surveys: Slovak Republic

7-May-2007, 11 7 pages; $66 £35 ¥6 800

SourceOECD: www.SourceOECD.org/9789264027428

Online Bookshop: www.oecd.org/bookshop?9789264027428

OECD Economic Surveys: United Slates

6-Jun-2007, 124 pages; $66 £35 ¥6 800

SourceOECD: www.SourceOECD.or$9789264032712

Online Bookshop: wwwoecd.org/bookshop?9789264032712

Methodological Guide for Developing Producer Price
Indices for Services

9-May-2007, 155 pages; $47 £25 ¥4 800

SourceOECD: www.SourceOECD.org9789264030039

Online Bookshop: wwwoecd.org/bookshop?9789264030039

Agricultural Policies in Non-OECD Countries:

Monitoring and Evaluation, 2007

24-May-2007, 150 pages; $52 £28 ¥5 500

SourceOECD: www.SourceOECD.org'978926403 1210

Online Bookshop: wwwoecd.org/bookshop?9789264031210

Agricultural Policy and Trade Reform

The Impact on World Commodity Markets

27-Apr-2007, 102 pages; $32 £17 ¥3 300

SourceOECD: www.SourceOECD.org'9789264027879

Online Bookshop: uvvw.ncd.orgfoookshop?9789264027879

African Economic Outlook 2006/2007

7-May-2007, 618 pages; $104 £57 ¥11 100

SourceOECD: www.SourceOECD.org^789264025 103

Online Bookshop: www.oecd.org/bookshop79789264025103
<See left

Financing Development: Aid and Beyond

2-May-2007, 156 pages; $52 £28 ¥5 500

SourceOECD: www.SourceOECD.org/9789264027589

Online Bookshop: www.oecd.oig/bookshop79789264027589

:: : n. '

The Visible Hand of China in

Latin America

16-Apr-2007, 164 pages;

$45 £25 ¥4 800

SourceOECD:

www.SourceOECD.org/9789264027961

Online Bookshop: www.oecd.org/bookshop79789264027961

: -CATION

Qualifications Systems: Bridges to Lifelong Learning

30-Apr-2007, 242 pages; $60 £32 ¥6 200

SourceOECD: www.SourceOECD.org/9789264013674

Online Bookshop: wwwoecd.org'bookshop?9789264013674

ENT & LABOUR MARKETS

Jobs for Youth: Spain

ll-May-2007. 159 pages; $39 £20 ¥4 000

SourceOECD: www.SourceOECD.org/9789264032422

Online Bookshop: www.oecd.org/bookshop79789264032422

Jobs for Youth: Slovak Republic

14-Jun-2007, 1 1 1 pages; $39 £20 ¥4 000

SourceOECD: www.SourceOECD.org/9789264032699

Online Bookshop: www.oecd.org/bookshop79789264032699

Climate Policy Uncertainty and Investment Risk

10-May-2007, 144 pages; $97 £54 ¥10 400

SourceOECD: wwwSourceOECD.org"9789264030145

Online Bookshop: wwwoecd.org/bookshop79789264030145

Tracking Industrial Energy Efficiency and

C02 Emissions

30-Jun-2007, 250 pages; $130 £72 ¥13 900

SourceOECD: www.SourceOECD.org/9789264030169

Online Bookshop: www.oecd.org/bookshop79789264030169

Energy Policies of IEA Countries: Germany

4-Jun-2007, 170 pages; $97 £54 ¥10 400

SourceOECD: www.SourceOECD.oig/9789264022232

Online Bookshop: wwwoecd.org/bookshop79789264022232
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Energy Policies of IEA Countries: Ireland

15-Jun-2007, 170 pages; $97 £54 ¥10 400

SourceOECD: www.SourceOECD.oig/9789264025622

Online Bookshop: www.oecd.org/bookshop?9789264025622

Management of Recyclable Fissile and Fertile Materials

10-May-2007,87pages; $39 £21 ¥4 100

SourceOECD: www.SourceOECD.org/9789264032552

Online Bookshop: wwwoecd.org/bookshop79789264032552

Business and the Environment: Policy Incentives and

Corporate Responses

16-Apr-2007, 118 pages; $30 £17 ¥3 300

SourceOECD: www.SourceOECD.ong/9789264026209

Online Bookshop: www.oecd.org/bookshop79789264026209

Subsidy Reform and Sustainable

Development: Political Economy

Aspects

27-Apr-2007, 1 34 pages;

$45 £25 ¥4 800

SourceOECD:

wwSourceOECD.org/9789264019362

Online Bookshop: wwwSourceOECD.org'9789264019362

FINANCE & INVESTMENT /

INSURANCE & PENSIONS

Bribery in Public Procurement: Mcdiods, Actors and

Counter-Measures

18-Apr-2007, 107 pages; $39 £21 ¥4100

SourceOECD: wwwSourceOECD.org/9789264013940

Online Bookshop: www.oecd.org/bookshop79789264013940

See righl>

GOVERNANCE

Linking Regions and Central Governments: Contracts

for Regional Development

24-Apr-2007, 200 pages; $54 £28 ¥5 500

SourceOECD: wwwSourceOECD.org/978926400873 1

Online Bookshop: wwwoecd.oig/bookshop?9789264008731

Korea: Progress in Implementing

Regulatory Reform

13-Apr-2007, 191 pages;
$60 £32 ¥6 200

SourceOECD:

www.SourceOECD.org/9789264032057

Online Bookshop: wwwoecd.org'bookshop?9789264032057

Integrity in Public Procurement: Good Practice from

A to Z

15-May-2007, 175 pages; $39 £21 ¥4 100

SourceOECD: wwwSourceOECD.org/9789264027503

Online Bookshop: wwwoecd.org/bookshop79789264027503

OECDJournal on Budgeting: Volume 6 Issue 3

Drawing on the best of the recent work of the OECD, as

well as contributions from finance ministries and others,

this journal provides insights on leading-edge institutional

arrangements, systems and instalments for the effective

and efficient management of resources in the public sector.

3-Apr-2007, 158 pages;

Subscription: $265 £145 «7 900

SourceOECD: wwwSourceOECD.org/16087143

Online Bookshop: wwwoecd.org/bookshop716087143

The SME Financing Gap: Proceedings of the Brasilia

Conference, Vol. II

20-Apr-2007, 282 pages; $60 £32 ¥6 200

SourceOECD: wwwSourceOECD.org/9789264029446

Online Bookshop: www.tcd.org/bookshop?9789264029446

SCIENCE AND INFORMATION TECHNOLOGY

OECD Communications Outlook, 2007

June/July 2007. 310 pages; $108 £57 ¥11 100

SourceOECD: www.SourceOECD.org/9789264006812

Online Bookshop: wwwoecd.org/bookshop79789264006812

Integrating Science & Technology into Development

Policies: An International Perspective

23-May-2007, 292 pages; $56 £30 ¥5 800

SourceOECD: wwwsourceoecd.org/9789264032101

Online Bookshop: wwwoecd.org/bookshop79789264032101

SOCIAL ISSUES, MIGRATION AND HEALTH

OECD Healdr Data on CD-ROM, 2007

June 2007, CD-ROM, $108 £57 ¥11 100

Online Bookshop: www.oecd.orgfcookshop79789264022799

OECD Health Data Online

2007 subscription: $323 £177 ¥35 000

SourceOECD: wwwSourceOECD.org/16836243

OnlineBookshop: www.oecd.org/bookshop716836243

Pensions at a Glance: Public Policies across OECD

Countries, 2007

7-Jun-2007, 220 pages; $39 £21 ¥4 100

SourceOECD: www.SourceOECD.org/9789264032 149

Online Bookshop: wwwoecd.org/bookshop79789264032149

See right>

Internationa] Migration Outlook: SOPEMI, 2007

20Jun-2007, 330 pages; $97 £54 ¥10 400

SourceOECD: vwwSourceOECD.org/9789264032859

Online Bookshop: wwwoecd.org/bookshop79789264032859

See right>
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Public works

contracts mean

big business.
From road-

building to high-
tech

communication

infrastructure,

public procurement averages
15% of GDP in OECD countries.

This ground-breaking report

throws new light on the

shadowy mechanisms and

patterns of bribery in public

procurement.

Government-

mandated pension
and retirement

policies have

changed

dramatically

during the past
decade.

Pensions at a Glance

presents a consistent framework

for comparing public-pension

policies across OECD countries,

as well as reliable data. The report

thus provides the basis for not
only evaluating existing pension

systems, but also designing and
implementing future reforms.

This second edition

of the International ^^^
Migration Outlook
brings the reader
detailed

analysis of
recent trends J^**R**?*

in migration "*"
movements and

policies in OECD countries as
well as harmonised statistics on

long-term international

migration inflows for most
OECD countries. It also

includes two special chapters on

topical issues. The first addresses

the challenge of matching
immigrants' education with

employment, with the aim ol

adding value to human capital.
The second, for the first time,

analyses the importance of the

presence of immigrants in the
health sector of OECD countries.
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Just 10% of legions
accounted for more

than half of total

employment
creation in most

^ OECD countries

- between 1998

and 2003. This

means that national growth tends

to be driven by the dynamism of a

small number of regions.

Policymakers need sound statistical
information on the source of

regional competitiveness, but such

information is not always available.
Sub-national data are limited and

regional indicators are difficult to

compare between countries. OECD

Regions at a Glance aims to fill this

gap by analysing and comparing

major territorial patterns and

regional trends across OECD

countries. It assesses the impact of

regions on national growth. And it
identifies unused resources that can

be mobilised to improve regional

competitiveness. This year a special

web version with dynamic mapping

will be posted on SourceOECD
under the "At a Glance" tab.

wwwoecd.org/pubMting/
sourceoeedsubscribers

Financial Market

Trends is OECD's

'"^"f^^ twice-yearly
^» journal providing

HjlH timely analyses
ft^^_--- and statistics on

W*^^ -"-"' financial

matters of topical

interest and longer-term

developments in specific financial

sectors. Each issue provides a brief

update of trends and prospects in

the international and major
domestic financial markets. In 2007

a new graphic design will be
introduced and the first issue will

feature articles on private equity
and on hedge funds.

TRANSPORT

Transport Infrastructure Investment and

Economic Productivity

ECMT Round Table 132, on transport planning.

13-Apr-2007, 114 pages; $52 £28 ¥5 500

SourceOECD: www.SourceOECD.org/9789282101247

Online Bookshop: www.oecd.org/bookshop79789282101247

L POLICY

OECD Regions at a Glance, 2007

L8-May-2007, 252 pages; $65 £36 ¥6 900

SourceOECD: www.SourceOECD.org/9789264O09875

Online Bookshop: wwwoealoig/bookshop?9789264009875
<See left

Baltic Partnerships: Integration, Growth and

Local Governance in the Baltic Sea Region

HvApr-2007, 269 pages; $54 £28 ¥5 500

SourceOECD: www.SourceOECD.org/9789264029286

Online Bookshop: wwwoecd.orgfoookshop?9789264029286

Competitive Cities: A New

Entrepreneurial Paradigm in

Spatial Development

10-May-2007, 137 pages;

$31 £17 ¥3 300

SourceOECD:

www.SourceOECD.org/9789264022409

Online Bookshop: www.oecd.orgtxx)kshop?9789264022409

FEATURED PERIODICALS

Financial Market Trends

Published twice yearly. 200 pages;

$132 £72 ¥13 900

SourceOECD: www.SourceOECD.org/037865 IX

Online Bookshop: www.oecd.org/bookshop7037865 IX

<See left

RECENTLY UPDATED DATABASES

Beyond 20/20 Statistical Browser on

SourceOECD to be upgraded shortly.

A new release ol the Beyond 20/20 Statistical

Browser used to build statistical tables within

SourceOECD will be made available on

SourceOECD. The new browser will make building

tables and graphs on SourceOECD easier than ever.

New features include:

Redesigned User Interlace

Large Scrollable Area on Data Display Screen

Improved Print Setup, Print Preview, Download

Updated Data Selection Screen

New Scenario Feature

New Chart Package-

New recommended Browsers and Databases

Flash Demos

New Toolbar

Report Folders Metadata

Main Economic Indicators:

SourceOECD: www.SourceOECD.org/16081234

Monthly Statistics ol International Trade

SourceOECD: www.SourceOECD.org/16081226

National Accounts

SourceOECD: www.SourceOECD.org/16081188

International Trade by Commodity Statistics

SourceOECD: www.SourccOECD.org/16081218

THCOMING

OECD Economic Surveys: Italy, Korea, France,

Austria

OECD Employment Outlook, 2007

Understanding the Brain: The Birth of a

Learning Science

The Space Economy at a Glance

LATEST OECD POLICY BRIEFS

Free online at www.oecd.org/publications

Economic Surveys of Belgium, Greece, Italy,

Hungary, New Zealand, Slovak Republic,
United States

Assessing Environmental Policies

Korea: Progress in Implementing Regulatory
Reform

OECD Territorial Review of the Randstad,
Netherlands

Sweden: Achieving Results for Sustained
Growth

Qualifications and Lifelong Learning

Fostering Regional Integration: Peer Review
in Southeast Asia

Competitive Regional Clusters: National

Policy Approaches
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Focus on statistics

Good policymaking is backed up by reliable
statistics. The OECD is well known as a

supplier of high-quality, internationally

comparable statistics covering virtually all policy

fields. In addition, it was the first international

organisation to offer both its analysis AND its

statistics on a single online platform, SourceOECD.

StatLinks are just one of many innovations

OECD Publishing has introduced in its statistical

publications. StatLinks are URLs appearing under

statistical tables and graphs in many OECD

publications that link to Excel© spreadsheet files

containing actual, usable data. See the sample

graphic below:

OECD Factbook

/2007
Economic, Environmental

and Social Statistics

is now on

OECD Factbook 2007: Economic, Environmental and Social Statistics

I Population

>-* Total population

World population / OECD population, in thousands, 2004

South Africa

46,587
Russian Federation \
143,821 Brazil

181,586

US 293,657

Japan
127,687

India

1,073,000

60,521
Turkey Germany 104,000
71,150 82,491

(s> Swivel

www.Swivel.com

Use it to make your own statement

graphically on Swivel.com! And see
what other Swivel users have to say

in response!

The Index of Statistical

Variables at

www.oecd.org/statistics/statsindex
makes finding frequently used

series easy to find. Links are

provided to ready-made Excel®

spreadsheets for each variable.

Source: OECD Factbook 2007

By clicking on the Statlink at the bottom of the

graphic when viewing the PDF version of this page,

or by entering the SlatLink in your browser if you

are reading a paper version of this page, you will

get an Excel® spreadsheet of the underlying data.
With several thousand StatLink files now-

available, including all the series found in the

OECD Factbook and OECD m Figures, the OECD is

now preparing metadata that will make these

ready-made tables and graphs discoverable

through the SourceOECD search engine. This will

be introduced in SourceOECD version 3, expected

to launch during the fourth quarter of 2007.

SourceOECD will also benefit from a new platform

for delivering statistics which we call OECD. slat.

Currently it is being tested on the main OECD

web site before being integrated in SourceOECD

version 3.

Statlink: http://dx.doi.org/10.1787/010147648283

Our goal is to present three distinct

services: OECD Core Data, a collection of

300-500 ready-made tables in Excel® format

drawn from across the full range of OECD

databases and made freely available for anyone

to access and download; OECD Facts and

Figures, where key concepts and messages are

explained with words and data, also freely

available to all; and OECD Statistics, giving

access to complete databases for power users
who want to build their own tables and make

extractions.

We are also exploring new systems for

visualising OECD statistics and allowing users to
launch substantive online discussions based on

them. See the OECD Factbook on

http://swivel.com/users/data_sets/1004354

for an example of how this might be done.

SourceOECD has just introduced a
new release of the Beyond 20/20

statistical browser, making using
OECD statistical databases easier

than ever.

For more information, see

www.oecrf.org/publishing/B2020browser

See a database of statistical

graphics published in the
OECD Observer at

www.oecdobserver.org/databank

Excel® spreadsheet files of all the

tables found in OECD in Figures
are available at

www.sourceoecd.org/oecdinfigures
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Parliaments

of democracy

1 Austria 4 Canada 8 Iceland 12 European Parliament
PhotoOAustrian Parliament/Atelier PhotoOLibrary of Parliament/ PhotoOAlthingi /Bragi Thôr Jôsefsson Pholo©Rcuters/

Schiffleitner Tom Liulemore 9 Finland Vincent Kessler

2 United Kingdom 5 Switzerland PhotoOJoanna Moorhouse/ Parliament 13 France

PhotoOReutcrs/ PhotoOSwiss-lmage.ch of Finland Photo©Hervé Cortinat/Newday

Toby Melville 6 Czech Republic 10 Sweden 14 Luxembourg
3 Belgium Photo©Royalty-Free/Corbis PhotoORiksdagen PhotoOSIP

Photo©Belgîque/Chambre des 7 Denmark 11 Spain 15 Mexico

représentants PhotoOFolketinget Photo©Gilliam Darley;Edifice/Corbis Photo©Santiago Salmeron
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GOVERNMENT

Parliaments

Parliaments in the OECD

16 Norway 20 Portugal 24 Germany 28 Slovak Republic

Photo©Stortingsarkivet/Teigens Photo©Parlemento Poriuguês Photo©bundesregierung.de Photo©Chris holt

fotoatelier as 21 United States of America 25 Italy 29 Hungary

17 Poland Photo©Richard T. Nowitz/CORBIS Photo©Peter Tumlev/Corbis Photo©Tibor Bognar/Corbis

Photo©Krzyszlof Bialoskorski. 22 Ireland 26 New Zealand 30 Turkey
18 Australia Photo©Mick Quinn Photography/ Photo©Ministry for Culture and Photo©Cem Oksuz

Photo©Howard Moffat OAM, AUSPIC courtesy of Leinster House Heritage New Zealand 31 Netherlands

19 Greece 23 Japan 27 Korea Photo©ANP

Photo©David Ball/Corbis Photo©Carl &r Ann Purcell/Corbis Photo©Korean parliament
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BOOKS

Reviews

Forbidden fruit
OECD Agricultural Codes and Schemes

Anyone shopping in fruit markets this
summer will agree that judging the
quality of agricultural products is a

serious business. After all, customers want

their apples to look and taste like apples. But ever
wonder how those standards are ensured from the farm to

the marketplace?

control plot can be sown to provide an authentic
reference of the variety; seed samples are also tested

for analytical purity. In 2004/2005, farmers traded
and used 590,000 tonnes of OECD-certified seed,

representing over two-thirds of global trade.

The OECD also holds one of the world's oldest

international standards for the trusty old tractor. OECD
tractor standards were originally established in 1959,

and first applied to a McCormick International Farmall
tractor in the UK. Today over 2,000 models and more than

10,000 different variants have undergone OECD scrutiny for
safety and performance.

Standards play a vital role in growing, pricing, trading, shipping
and public safety. They serve the global market, simplify import
and export procedures, and increase transparency, confidence
and traceability. It should be no surprise that the OECD is a
leader in the field, from assessing seeds to testing the safety of
precarious-looking imported tractors. Indeed, the organisation
has helped to facilitate market developments for half a century.

Take the OECD's Seeds Scheme. This dates back to 1958 when,

thanks to a fast-growing seed trade and the development of off¬
season production, the OECD set the standards for seven
categories of seeds. One of the responsibilities of the applicant
country is to supply a sample of the seed variety so that a

Some 66 different fruits and vegetables are registered under
OECD standards, while in forestry, there are standards for forest
seeds and plants, with over 250 species of trees registered.

Sixty countries currently participate in OECD Codes and
Schemes. The voluntary internationally-recognised OECD Codes
and Schemes programme builds on, but does not necessarily
change, domestic regulations. Producers and exporters can aim

for particular standards, and importers and consumers can feel
more assured as a result.

For more on OECD's international production standards, see:
www.oecd.org/agr/code

ORDER FORM

-

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

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

US$75

£41

¥7 800

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

English language edition ISSN 0029-7054

French language edition ISSN 0304-3398

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

Where do we deliver?

Name	

Organisation	Position held .

Address	

Postcode	City . .

Payment details

Cheque/money order enclosed (payable to OECD)

Q Please charge my VISA/MaslerCard/American Express
TOTAL amount due	

Card number	Card Expiry Date .

Country. . .

Telephone .

Fax 	

E-mail

Signature .

Date

Where to send your mail or lax order

«
OECD

For customers in the US

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

Tel: CD 800 456 6323
Fax: (1)860 530 0039

Email: oecdna@turpin-distribution.com

For customers in the rest ol the world

Turpin Distribution Services Ltd.
Stratton Business Park

Pegasus Drive, Biggleswade
Bedfordshire SG18 8QB, UK
Tel: (44) 1767 604 960
Fax: (44) 1767 604 640

E-mail: oecdrow@extenza-turpin.com
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Ageing medics
Ageing will boost demand lor

healthcare, but at a time when

healthcare professionals are
themselves ageing, how can that demand
be met? Suppose a scenario with no
growth in the demand for doctors in a
country, and no migration either. Then,
the required training of new medics will
be determined by the rate at which
existing staff exit the profession, become
inactive, or retire. If the average working

life of a doctor is 30 years, with
a constant retirement rate the required

"replacement" rate of training will be
33 per 1,000 members (or 3.3% per
year) of the existing workforce. But some
growth in demand for staff would boost
that required training rate, indeed nearly
doubling it to 63 per 1,000 m a case
where sustained annual demand growth
reached 3%. And as the baby-boom

generation of physicians approaches
retirement, the required replacement rate
could rise even more sharply. However,

medical graduation rates have been

Ailing profession?
jmber of medical graduates per 1,000 physicians, selected countries, 1985 to 2005

40

UK

OECD average

Canada

Portugal

France

1985

Source: OECD Health Data 2007

1990 1995 2000 2005

declining over the past 20 years, as the
chart taken from OECD Health Data 2007

shows. The average graduation rate lor
doctors was about 34 per 1,000

practising doctors across the OECD area
in 2005. This is too low to meet the

expected increase in demand. If training
rates are not increased, there will be a

risk that OECD countries will continue

pulling m doctors from low-income
countries where healthcare needs are

usually the greatest.

Healthy

immigration
The supply of medical staff also reflects

global movements of labour. Indeed,
there were some 1.3 million foreign-

born health professionals-nurses, doctors,
pharmacists, dentists, etc. -living in OECD
countries in 2000, according to a special

report in the latest International Migration
Outlook. The US received some 47% of

foreign-born doctors working in the
OECD area, with the OECD-EU25

countries receiving 39%. Within European
countries, the UK received 12% of foreign-
horn doctors, ahead of France and

Germany. About a quarter of these doctors
came from other European countries-the
share for nurses is 38%. Otherwise, non-

OECD Asia is the mam origin of foreign-

born health professionals in many OECD
countries, supplying 163,600 doctors and
189,300 nurses in 2000.

The global doctor
Distribution of foreign-born doctors by country of residence in the OECD area, circa 2000

Switzerland

2% Norway

New Zealand
1%

Source: International Migration Outlook 2007

India is the main source country (or doctors,

and the Philippines for nurses. In the US,
more than half of the foreign-born doctors
originate from Asia, with high shares also
recorded m Australia (43%), Ireland (.48%)

and the UK (55%). Latin America is an

important provider of health professionals
to Spain (55% of foreign-born doctors,
41% for nurses). North Africa supplies about

half of Frances foreign-born doctors and

Statlink: http://dx.doi.org/10.1787/015332400840

nurses. The UK and Germany are the most

important source countries within the OECD
area, International Migration Outlook says, with
UK-bom doctors representing as much as
75% of the immigrant doctors from the
OECD in Ireland and New Zealand.

For more on the report, see

www.oecd.org/migration. It can be ordered
from www.oecdbookshop.org
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Indicators

% change from: le

previous

period
previous

year

current

period

same period

last year

Australia Gross domestic product

Leading indicator

Consumer price index

Ql 07

May 07

Ql 07

1.6

0.2

0.1

3.8

3.0

2.4

Current balance

Unemployment rate

Interest rate

Ql 07

May 07

May 07

-12.09

4.20

6.37

-9.76

4.80

5.87

Austria Gross domestic product

Leading indicator

Consumer price index

Ql 07

May 07

May 07

0.9

0.7

0.4

3.3

6.9

2.1

Current balance

Unemployment rate

Interest rate

Q4 05

May 07

-0.46

4.40

-0.86

4.80

Belgium Gross domestic product

Leading indicator

Consumer price index

Ql 07

May 07

Jun. 07

0.7

0.7

0.0

2.9

0.8

1.3

Current balance

Unemployment rate

Interest rate

Ql 07

May 07

4.11

7.40

0.85

8.40

Canada

HI
Gross domestic product

Leading indicator

Consumer price index

Ql 07

May 07

May 07

0.9

0.4

0.4

2.0

1.4

2.2

Current balance

Unemployment rate

Interest rate

Ql 07

May 07

Jun. 07

5.54

6.10

4.52

7.76

6.10

4.43

Czech Republic

H
Gross domestic product

Leading indicator

Consumer price index

Ql 07

May 07

May 07

1.5

1.7

0.4

6.2

14.7

2.4

Current balance

Unemployment rate

Interest rate

Ql 07

May 07

Jun. 07

-1.48

5.70

2.93

-0.81

7.30

2.16

Denmark

E3
Gross domestic product

Leading indicator

Consumer price index

Ql 07

May 07

May 07

0.5

-0.2

0.2

1.8

-2.7

1.8

Current balance

Unemployment rate

Interest rate

Ql 07

May 07

Jun. 07

-0.13

3.30

4.30

1.48

4.20

3.03

F nland

+-
Gross domestic product

Leading indicator

Consumer price index

Ql 07

May 07

May 07

0.8

0.3

-0.1

5.4

2.0

2.4

Current balance

Unemployment rate

Interest rate

Apr. 07

May 07

2.71

6.60

1.87

7.90

France

El
Gross domestic product

Leading indicator

Consumer price index

Ql 07

May 07

May 07

0.5

0.5

0.3

1.9

0.9

1.1

Current balance

Unemployment rate

Interest rate

Apr. 07

May 07

-1.08

8.70

-1.66

9.60

G ermany Gross domestic product

Leading indicator

Consumer price index

Ql 07

May 07

May 07

0.5

0.3

0.2

3.6

1.7

1.9

Current balance

Unemployment rate

Interest rate

Ql 07

May 07

38.60

6.60

21.24

8.40

G reece

P5	
Gross domestic product

Leading indicator

Consumer price index

Ql 07

May 07

May 07

3.2

0.0

0.2

4.6

0.2

2.6

Current balance

Unemployment rate

Interest rate

Apr. 07

Mar. 07

-3.73

8.60

-2.25

9.20

Hungary Gross domestic product

Leading indicator

Consumer price index

Ql 07

May 07

May 07

0.6

0.9

0.8

2.9

12.2

8.5

Current balance

Unemployment rate

Interest rate

Ql 07

May 07

Jun. 07

-1.73

7.70

7.60

-2.01

7.30

6.47

Iceland Gross domestic product

Leading indicator

Consumer price index

Ql 07

Jun. 07

-0.9

0.5

0.1

4.0

Current balance

Unemployment rate

Interest rate

Ql 07

May 07

May 07

-0.43

1 .00

14.68

-0.90

1.20

1"
Ireland Gross domestic product

Leading indicator

Consumer price index

Q4 06

May 07

May 07

0.0

0.2

0.4

5.1

9.8

5.0

Current balance

Unemployment rate

Interest rate

Ql 07

May 07

143.53

4.10

-1.85

4.50|
Italy

El
Gross domestic product

Leading indicator

Consumer price index

Ql 07

May 07

Jun. 07

0.3

-0.7

0.2

2.3

-2.7

1.7

Current balance

Unemployment rate

Interest rate

Jan. 07

Mar. 07

-2.58

6.20

-1.10

7.30

Ja Dan Gross domestic product

Leading indicator

Consumer price index

Ql 07

May 07

May 07

0.8

0.6

0.3

2.7

0.0

0.0

Current balance

Unemployment rate

Interest rate

Apr. 07

May 07

May 07

19.17

3.80

0.59

11.47

4.00

0.11

K irea Gross domestic product

Leading indicator

Consumer price index

Ql 07

May 07

Jun. 07

0.9

2.0

0.0

3.9

14.2

2.5

Current balance

Unemployment rate

Interest rate

May 07

May 07

May 07

0.15

3.40

5.04

1.01

3.40

4.36
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Indicators

Luxembourg

Mexico

Netherlands

New Zealand

Norway

Poland

Portugal

Slovak Republic

Spain

^8s
Sweden

Switzerland

Turkey

United Kingdc

United States

Euro area

% change from:

previous

period

irevious

year

Gross domestic product Ql 07

Leading indicator May 07

Consumer price index May 07

0.2

1.0

-0.5

2.6

0.4

3.9

Current balance

Unemployment rate

Interest rate

Ql 07

May 07

Jun. 07

Gross domestic product Ql 07

Leading indicator May 07

Consumer price index May 07

0.6

0.2

0.1

2.8

2.5

1.8

Current balance

Unemployment rate

Interest rate

Ql 07

May 07

Gross domestic product Ql 07

Leading indicator May 07

Consumer price index May 07

0.7

0.5

0.1

2.8

4.9

0.3

Current balance

Unemployment rate

Interest rate

Ql 07

Apr. 07

Jun. 07

Gross domestic product Ql 07

Leading indicator May 07

Consumer price index May 07

1.6

0.5

0.5

6.8

8.2

2.3

Current balance

Unemployment rate

Interest rate-

Apr. 07

May 07

May 07

Gross domestic product Ql 07

Leading indicator May 07

Consumer price index May 07

0.8

-0.2

0.2

2.0

4.0

2.4

Current balance

Unemployment rate

Interest rate

Apr. 07

May 07

Gross domestic product

Leading indicator

Consumer price index

Gross domestic product

Leading indicator

Consumer price index

Ql 07

May 07

May 07

0.6

0.1

-0.1

3.3

1.7

1.7

Current balance

Unemployment rate

Interest rate

Ql 07

May 07

Jun. 07

Gross domestic product Ql 07

Leading indicator May 07

Consumer price index Jun. 07

0.8

-0.4

0.1

2.4

0.9

0.6

Current balance

Unemployment rate

Interest rate

Ql 07

Ql 07

May 07

Gross domestic product Ql 07

Leading indicator Dec. 06

Consumer price index May 07

2.3

0.2

0.5

6.6

-0.7

9.2

Current balance

Unemployment rate

Interest rate

Ql 07

Feb. 07

Apr. 07

eurrcnt

period

-3.80

3.80

7.38

16.19

3.20

13.92

2.70

4.75

-0.80

10.50

4.44

-0.52

7.90

8.71

6.20

3.45

16.49

3.70

2.47

-8.51

11.40

17.86

Gross domestic product Ql 07

Leading indicator May 07

Consumer price index May 07

0.2

0.5

0.6

1.9

1.8

2.7

Current balance

Unemployment rate

Interest rate

Ql 07

May 07

May 07

-192.58

4.50

5.31

Gross domestic product Ql 07

Leading indicator May 07

Consumer price index May 07

0.6

0.1

0.2

3.0

0.9

1.9

Current balance

Unemployment rate

Interest rate

Apr. 07

May 07

Jun. 07

-5.37

7.00

4.15

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.

same period
last year

Gross domestic product Q4 06 1.7 5.0 Current balance Ql 07 1.09 1.06

Leading indicator May 07 0.9 2.0 Unemployment rate May 07 4.80 4.60

Consumer price index May 07 0.2	L9	Interest rate	:	
0.12

3.40

7.33

14.26

3.90

Gross domestic product Ql 07 0.6 2.7 Current balance Ql 07 -2.52 -2.75

Leading indicator Apr. 07 0.1 -0.5 Unemployment rale Q107 3.80 3.90

Consumer price index Ql 07 0.5 15	Interest rate	Jun. 07	832	7.47
12.09

3.90

3.03

-0.61

14.20

4.15

-1.36

7.70

Gross domestic product Ql 07 2.4 9.5 Current balance Ql 07 -0.61 -1.18

Leading indicator May 07 0.5 6.7 Unemployment rate May 07 10.80 13.60

Consumer price index May 07	O0	15	Interest rate	May 07	8_43	7.28
Ql 07 1.1 4.1 Current balance Mar. 07 -9.52 -8.65

May 07 -0.5 0.2 Unemployment rate May 07 8.20 8.60

May 07 0.3 2.3 Interest rate

6.73

7.20

2.21

15.07

4.20

1.42

-7.78

11.90

Gross domestic product Ql 07 0.7 3.0 Current balance Ql 07 -23.85 -19.23

Leading indicator May 07 0.6 0.7 Unemployment rate Mar. 07 5.40 5.20

Consumer price index May 07 0.3 2.5 Interest rate	Jun. 07	5.83	4.69
-200.61

4.60

5.15

-4.02

7.90

2.99

Current Baiance: Billion US$; seasonally adjusted; Unemployment Rate: % of civilian labour
force standardised unemployment rate; national definitions for Iceland, Mexico and Turkey;
seasonally adjusted apart from Turkey; Interest Rale: Three months.
available

Source; Main Economic Indicators, July 2007.

*refer to Euro area. ..=not

OECD Observer No. 262 July 2007
391



DATABANK

OECD in graphs

Lower pensions
Making pension systems financially

sustainable in the lace of population
ageing has obliged governments to

carry out reforms. This has meant finding
savings, but also lower retirement incomes.
According to the latest edition of Pensions at a

Glance, most of the OECD countnes surveyed
saw a decline in benefits as a result of pension
reforms, affecting retirement incomes of
average earners, but also the poorest
pensioners (see graph). Relative pension levels
for this group dropped more than 10
percentage points in Mexico (from 39% of
average earnings to 28%), Poland (50% to

39%) and Portugal (from 58% to 45%). The
shift from public to private sector pension
provision is an indirect reason for this

downward trend, the report points out, with a
more direct cause being the actual move from
"defined-benefit" schemes whereby workers
are promised a share of pre-retirement
earnings, to "defined-contributions" based on
how much people put in and any interest
earned. Also, pension cuts for women have

After pension reforms
: relative pension levels pre- and post-reform for low-income workers in selected OECD countries*
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Men pre-relorm

Men post-reform

Women (where different from men) pre-reform

Women (where different from men) post-reform i

<$» es of CJ>

'OECD countnes thai have implemented signilicanl pension reforms over the past decade. The net relative pension level is individual pension enlillement
(net of any taxes and contributions) divided by average earnings across the economy again net ol taxes and contributions.

Source: OECD Pensions at a Glance 2007

been large in some countries where they retire
earlier than men and have fewer years to
contribute. Net relative pension levels have
increased in just three of the 16 countries

surveyed-Finland (slightly), Hungary and the
UK, though in the latter, from a very low base.

Order the 200-page Pensions at a Glance:
Public Policies across OECD Countries at

www.oecdbookshop.org
ISBN 978-92-64-03214-9

Cool China

When a blackout hit part of New
York recently, some people
blamed the air conditioning, as

demand soared during a heat wave. Air
conditioning has caught on around the
world, which means year-round demand for

energy beyond cold winters, and so bigger
bills and environmental costs. New

technology, such as Canada's innovation to
tap low temperatures from lakes to cool city
tower blocks, can help relieve the strain. So
can new practices. In June 2007, the Chinese

government decided to limit the cooling of
air conditioners in public buildings to
26°C (79°F). The State Council further

announced that only energy-efficient models
of air conditioners, and of energy-sucking
computers and printers, will be considered
for purchase in the future.

The International Energy Agency (IEA), a
sister organisation of the OECD, reports that
increasing the energy efficiency of such
appliances could help decelerate soaring
energy consumption in emerging countnes. In

Chinese air conditioners

Export ol air conditioners % of exports by country & region
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China, the use of air conditioners alone has

increased from 8% of urban area households

in 1995 to 70% in 2004, and the trend is

expected to continue as more households

become wealthier and cities expand.

Higher energy efficiency comes at a price,
yet the IEA believes it could help reduce
electricity consumption in China by
38%, and bring a sharp reduction in C02
emissions. China is a major global supplier

d North America

EaslAsia

a Europe

s Mddle East

a Oceania

a Centrais South
America

m South Asia

d Africa and others

of air conditioners and a quarter of its
exports are shipped to developing
countries. This means a balance between

better technology and competitive pricing
could bring energy cost-savings and
environmental benefits to Chinas

customers too.

IEA (2007), "Energy Efficiency ofAir
Conditioners in Developing Countries and
the Role of CDM", OECD, Paris.
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Key focus:
Education for the Future

THE SUCCESSFULLY LAUNCHED KEY FOCUS EDUCATION FOR THE FUTURE

WILL BE CONTINUED WITH THE FOLLOWING HIGHLIGHTS:

LitCam (Frankfurt Book Fair Literacy Campaign), the
international campaign featuring the 2nd LitCam Conference mS

The interdisciplinary and international conference "Learning Society"
with talks and discussions on early childhood learning and lifelong learning
and the 2nd Teachers' Convention at the Frankfurt Book Fair

Exhibitions and events all about Education for the Future at the

various centres and forums during the Frankfurt Book Fair as well as on
the Education Collective Stand alongside the SPIEGEL Education Forum

And a whole lot more on the number one topic: education!

Why not join in and make sure you and others are in shape for the future!

Information at www.book-fair.com/education and edu@book-fair.com
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For over 20 years, PFC Energy has created and sustained long-term relationships
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