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Readers' views

We welcome your feedback. Send your letters to

observer@oecd.org or post your comments at

www.oecdobserver.org or www.oecdinsights.org

Skilling up
A country's education system has the
potential to develop innovation skills in

young people at an early age ("What a
lasting recovery needs", OECD Observer

No 279, May 2010). Comments I've read

on the topic seem to assume that business

thinking starts after leaving school, say, with

16-18 year-olds. In the Internet age attention
should be given to 14-16 year-olds. Subjects

could be reviewed and rebalanced according
to current-day relevance, with a reduction

in some content to allow room for applied

learning, such as what a mortgage is and the
basics ofbusiness structure and operation,

and increased exposure to work experience.

Two years preparation before leaving at
16 would enable many school-leavers to
be viewed as genuinely employable. Apart
from an increase in innovation we may also

expect increased productivity in newly-
employed youngsters.

Phil Tetlow

Queenscliff, Australia

As companies seek to find only the

"perfect" fit for every job, they look over
many of the most intelligent, diverse and
well-rounded individuals available for hire.

Where corporations used to offer strong
training, growth from within, and a sense
ofmutual dedication, we have seen a new

goal of simply moving "human assets" to
suit the corporations' needs. Allowing a
greater "skilled immigration" exacerbates
the problem rather than solving it. We need
a dynamic shift in how corporations look
at their hires and how they utilise their
workforce. Ifwe continue to look "elsewhere"

for solutions to our problems, those solutions
will continue to be "elsewhere" rather than

where they are needed.

JeffW

Private financial know-how

Financial savvy is not an exclusive attribute
that only the wealthy possess! In fact,

look at the wealthy individuals who have
squandered millions.

Let's not "tax" the system more by putting
this responsibility on education or the

government. In fact, the banking industry
is already addressing this issue-walk into

any large U S banking institution, like
Wells Fargo, and you will see a myriad

of products for young adults, teens and
children. The private sector is way ahead

on this issue. And what responsibility do

parents have in teaching children about
finances? A lot.

Kaye LaPointe

Newspapers offline
The sad reality for many newspapers is that

they will need to think about operating on
a smaller scale. Those large newspapers

thinking about moving to a pure web model

will find they will not offset their legacy
costs in most instances. Meanwhile, new

journalism models will be born without the

high legacy costs of running businesses.
Journalists should reconsider viewing
bloggers as competition. The two entities
can peacefully coexist-even in the same
publication.

Baye Kambui

New economic order

To prevent a "double-dip" (recession) from
budgetary consolidation, a consensus
of world leaders is needed on how to

strengthen the global recovery . The fact is

that all countries cannot launch their savings
package at the same time when there is a risk

that growth is affected adversely.

Now it is about ensuring sustainable public
finances and increasing growth potential.
I see positive developments on which a
double-dip is not the main scenario. But a

new world order is being implemented.
Established economies were found to be

a very unstable foundation. Rational Wall

Street was far more risky than Shanghai.
The stability of the euro zone contained
hidden deficits. There is a shift of

momentum and power that is impossible to

ignore. The challenge is to turn weaknesses
into strengths and collaborate across
borders.

Lena Backer

Chief Economist, Swedish Local Government Debt Office

Nanny state

After mother care, what about "granny
care"? A new study, "Grandparenting
in Europe", by the Calouste Gulbenkian

Foundation, shows that with an increasingly
ageing population, a high number of
mothers in employment and the prevalence
of family breakdown, the contribution of

grandparents is becoming increasingly
important in family life. The study reveals

that 6 out of 10 grandmothers and 5 out
of 10 grandfathers across the EU provide
childcare for their grandchildren. Of this,

40% of grandparents in Italy, Spain and
Greece provide regular childcare, and

20% of grandparents in Sweden, France

and Denmark provide regular childcare.

See: https://community.oecd.org/docs/
DOC-12574

Cassandra Davis

Economic predictions
Well, looks like economic analysis is like

sports commentary: they find some very
good reasons for one team to have won...

afterwards and whatever the result. The key
word is " predictable" but never (or almost)
predicted.

Jeff Biset

Replies to the above comments can be made

at the above website, www.oecdobserver.org
or http://twitter.com/OECD_Edu



EDITORIAL

The confidence factor

Is the crisis finally over?

The question is on

According to the latest Economic Outlook, growth in the OECD will
reach some 2.7% in 2010. But while the global economy may be out
of intensive care, it remains very fragile, as underlined by market
volatility, rising public debt and high unemployment. A key missing
ingredient is confidence. What must be done to restore it?

Governments in OECD countries face a twin challenge of restoring

growth while bringing order back to public finances. These are two
sides of the same coin, and a lasting recovery will only come by
striking a new balance between them.

Take fiscal deficits, which are expected to average 6.7% of GDP this
year in the OECD area. Deficits of this magnitude are unsustainable.
On the one hand, tough public spending cuts and tax hikes are
important to reassure markets and avert a costly, upward drift in long-
term interest rates. As the crisis sorely reminded us, governments, just
as businesses, must keep their finances under control by keeping a lid
on their borrowing requirements, both for good housekeeping and also
to maintain the wider economy on an even keel.

But there is the other side of the coin: today, with interest rates

historically low in most countries, it has been argued that raising taxes
or cutting spending will squeeze already weak demand.

In all cases, finding a balance is vital for long-term growth. It is not
simply a question of austerity versus stimulus, as some commentators
would have it, but of targeting and timing policies carefully to achieve
healthier finances as well as sustainable growth. This is an enormous

challenge, and we must get it right.

But achieving a new balance between consolidation and growth is not
the only issue on which a lasting recovery depends. The underlying
question ofwhat kind of economy we are building still looms large.
As soon as the crisis struck in 2008, the OECD was quick off the mark

in joining the international effort to address it. We set out response
strategies to restore long-term growth and the confidence needed to
sustain it. We realised fundamental changes were needed, and that a
return to "business as usual" would be out of the question.

The immense financial and employment challenges facing
us only confirm this. Until the causes of the crisis have been
firmly dealt with, confidence will remain weak and markets
volatile, compromising even the most determined fiscal
consolidation and stimulus programmes.

Governments have responded with very public
commitments at the OECD and within the G20 to push

for an "upside" scenario based on strong, sustainable and
balanced growth.

Policy actions have followed. Fundamental financial reforms
are well under way in the US, measures to improve public
sector efficiency are advancing in some European countries,
and there have been encouraging signals from China about
introducing a more flexible exchange rate regime. These
are all steps on the way to rebuilding confidence, but more
"down payments" are needed to create the stronger, cleaner
and fairer economy we all want.

Several priorities for action were highlighted at the
annual OECD ministerial meeting this May, among them
strengthening regulation and supervision in our financial
system, boosting active labour market measures, harnessing
new sources of growth - including green growth -,
bolstering innovation, and maintaining fair and open trade
and investment regimes to promote development and global
progress. Fiscal consolidation and growth-friendly policies
must reinforce each other in support of this broad, long-

term, strategy.

Standards of governance must be raised, too, and our
commitment to this goal was reinforced at the ministerial
meeting when OECD and other countries, including Brazil
and Russia, issued the Joint Declaration on Propriety,
Integrity and Transparency in the Conduct of International
Business and Finance. Ministers also reiterated the

importance of global co-operation for making progress. The
OECD has given meaning to this goal by welcoming Chile
and Slovenia as our newest members, and inviting Estonia

and Israel to join, too. Our common goal is to build better
policies for better lives, a goal that will form the leitmotiv of
our Organisation during the 50th Anniversary celebrations
starting later this year.

Together, we must address the causes of the crisis, and
find the right balance between fiscal consolidation and
growth. Thus, confidence will grow, and with it the stable
employment and investment we all badly need. Only then,
will we be able to declare this crisis well and truly over.

For more on the declaration, see www.0ecd.org/mcm2010

See also www.oecd.org/secretarygeneral and www.
oecdobserver.org/angelgurria

OECD Observer No 280 July 2010



NEWS

News brief

Health spending rises
Spending on healthcare is rising faster than
economic growth in all OECD countries,

the latest Health Data report says. Health
spending rose from 7.8% of GDP in 2000

to 9% in 2008, according to the OECD
Health Data 2010, the most comprehensive
source of comparable statistics on health

and health systems across OECD countries.

Population ageing, technological advances
and demand for ever better healthcare will

continue to drive costs higher in the future.

In some countries the sharp rise in the

ratio of health spending to GDP reflects
the economic downturn, since healthcare

costs did not fall with declining GDP. In
Ireland, the percentage of GDP devoted

to health increased from 7.5% in 2007 to

8.7% in 2008. In Spain, it rose from 8.4%
to 9%. The United States spent $7,538 per
person on health in 2008, well over double

the $3,000 average of all OECD countries.

The next biggest spenders, Norway and
Switzerland, spent much less than the U.S.

per capita but still some 50% more than
the OECD average. The share of overall

government spending devoted to healthcare

rose from an average of 12% in 1990 to
16% by 2008. The OECD warns that many
governments will have to curb the growth
in public spending on health if they want to
maintain their current healthcare systems

during the crisis and prepare for such
challenges as ageing. Order OECD Health

Data 2010 at www.oecd.org/health

Round up
Ending fossil fuel subsidies could cut

global greenhouse gas emissions by 10%
from the levels they would otherwise
reach in 2050 under a "business as

usual" scenario, according to new
OECD analyses based on data from the

International Energy Agency,

Emerging markets are likely to account

for nearly 60% ofworld GDP by 2030,
according to analysis based on work

by late economic historian, Angus
Maddison, which also suggests that the

aggregate economic weight of developing
and emerging economies is set to surpass
that of the so-called developed world.
The world produces enough to feed its
growing population, but recent price
spikes and the economic crisis have

contributed to a rise in hunger and food
insecurity, the latest annual joint report
from the OECD and the UN Food and

Agriculture Organization (FAO) says.

Meanwhile, government support to
farmers in OECD countries rose by a
percentage point to 22% of total farm

receipts in 2009, reversing a declining
trend in state support since 2004,

according to a recent report. The producer
support estimate (PSE) rose to around

$252.5 billion. One country to buck this

trend is Israel, where government support
to farmers fell from 24% of total farm
receipts in the mid 1990s to 17% in 2008.

Israel has recently been invited to join the
OECD. See www.oecd.org/israel

The OECD's Development Assistance

Committee gave high marks to the UK's

development effort in a recent review. Top
political support and strong co-operation
between government departments over the

last decade have helped the UK to promote
its international development agenda, the
DAC review said. UK aid was $11.5 billion
in 2009, representing 0.52% of its gross
national income (GNI). For more, see

www.oecd.org/dac

Brazil and Indonesia have substantially
implemented the OECD's internationally
agreed tax standard, according the Global
Forum on Transparency and Exchange of
Information for Tax Purposes. The two
countries joined the Global Forum in

September 2009. See www.oecd.org/tax

Visit the newsroom at www.oecd.org/media

Soundbites
Fact and fiction

"You have to distinguish between those
markets associated with real activity, such
as trading commodities, and fictitious
markets, such as derivatives, which are just
casinos."

Jacques Attali, economist and economic
advisor, in Le Monde, 22 May 2010.

Land of the rising precariat

"The precariat-the "precarious proletariat",
or workers without job security-have
mushroomed in recent years."

Machiko Osawa and Jeff Kingston, writing
about Japan's labour market, in Financial
Times, 2 July 2010.

Economic tectonics

"The crisis has revealed deep faults within
western economies and the global economy
as a whole. We may be unable to avoid
further earthquakes."

Martin Wolf, Financial Times, 14 July 2010

Benvenuto

Silvio Berlusconi, prime minister of Italy and chair of

the 2010 OECD Ministerial Council Meeting, greets Felipe

Larraîn, finance minister of Chile, one of the OECD's newest

members (see www.oecd.org/chile and last edition). A public

ceremony to invite Estonia, Israel and Slovenia to join the

organisation was held in the context of this year's ministerial

meeting. See www.oecd.org/accession and page 64



Economy

An easing in the pace of expansion in most

OECD countries may be in store, according

to latest leading indicators. The indicators,

which include order books, building permits

and long-term interest rates, increased by

o.i points in May 2010, slightly lower than
the outturn for April, making it the tenth
consecutive month of deceleration.

There are tentative signs of a peak in Brazil,

with stronger evidence of a peak emerging in

France and Italy. Leading indicators for Japan,

the US and Germany reveal that the ongoing

expansion in activity is likely to be maintained,

but possibly at a slower pace. In China,

OECD and China leading indicators

2006 2007 2008 2009 2010

Source: OECD OECD 	 China 	

OECD leading indicators have pointed to

the possibility of a slowdown since

December 2009.

GDP in the OECD area grew for the fourth

consecutive quarter, with an increase of

0.6% in the first quarter of 2010 compared

with the previous period, driven mainly by

stockbuilding. GDP grew strongly in the US

and Japan, by 0.7% and 1.2% respectively, but
slowed in the euro area to 0.2%. Italy returned

to positive GDP growth with an increase of

0.5% in the first quarter after a small decline

in the previous quarter, while the pace of the

recovery eased in both France and the UK, and

was unchanged in Germany.

Unemployment in the OECD area slid in May

2010 to 8.6%, a percentage point lower than

in April.

Consumer prices in the OECD area rose by

2% in the year to May 2010, slightly down

from 2.1% in April. This trend reflected the dip

in energy inflation, which increased by 11%

in May, compared with 12.1% in April. Food

prices rose by 0.5% in the year to May 2010,

the third consecutive monthly increase.

Exports from G7 countries grew 3.9% quarter-

on-quarter, and imports were up 3.1% in the

fourth quarter of 2009.

Food speculation question
The popular view that financial market

speculation caused a price bubble in

agricultural futures markets in 2007-08 has

been questioned by findings in a preliminary

study prepared by two US academics for
the OECD. Professors Scott Irwin, of the

University of Illinois, and Dwight Sanders,

of the University of Southern Illinois, found

an increase in the amount of money flowing

into commodity index funds in 2006-2008.

Although this reflected a shift, as index fund

investors entered agricultural commodities
futures, there was no direct statistical link

between their involvement and price volatility,

the study argues. OECD experts are anxious

that regulators do not unintentionally deprive

futures markets of liquidity by tightening up

rules on futures funds. They cite a range of

market factors and policy actions to explain

the food price spikes in 2007-08, including

supply shortfalls, depleted global stocks and

an upswing in demand for food, feed and

biofuels, alongside relatively high oil prices.

Policies such as export restrictions also played

a role. But some business analysts and civil

society groups maintain that speculation

helped cause the food price bubble. For more

on this issue, see www.oecd.org/agriculture

Slovenia joins the OECD
Slovenia became the 32nd member of
the OECD on 21 July 2010. The country's

accession continues the OECD's enlargement

process. Slovenia was one of three candidate
countries invited to join the organisation this
spring, the other two being Estonia and Israel,
both have which have now signed accession

agreements. Talks continue with Russia,
another candidate. In a recent interview

with the OECD Observer, Slovenia's finance

minister, Franc Krizanic looked forward to

membership, saying that, though a small
country, Slovenia had strong institutions
and values, and would enrich the OECD's

development and reform agendas. For more
information, visit www.oecd.org/slovenia and
www.oecd.org/accession.

See also www.oecdobserver.org

Chinese flexibility
welcomed

China's announcement in June that it would

introduce more flexibility into its exchange

rate policy was welcomed by OECD Secretary-

General Angel Gurria, who said that, together
with sustained fiscal expansion structural
reform, exchange rate flexibility should
contribute to achieving strong, sustained
and balanced growth in the world economy.
Some experts contend that China's currency,
the renminbi, has been undervalued, fuelling

exports but keeping imports expensive.

See www.oecd.org/china

Plus ça change...

"The current economic and social state of

many young people falls far short of what is

desirable. It is not just a "youth problem". As

long as total unemployment remains high, it is

unrealistic to expect a significant improvement

in youth job prospects."

Extract from the "OECD Employment Outlook",

No 202, October/November 1996

Observer
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Does part-time work pay?

EMPLOYMENT

Anne Saint-Martin and Danielle Venn, OECD Directorate for Employment. Labour and Social Affairs

Once regarded as a career path to
nowhere, part-time employment has
become increasingly attractive to a
growing number ofworkers.

In 2007, even before the economic crisis
hit, and before employers started shaving

working hours to spare jobs, one in four
women and almost one in ten men in

OECD countries worked part-time. Most

of them did so because they wanted to, not

because they had to. In the Netherlands, for
example, where the share of people working
part-time is particularly high at almost 37%,
less than 4% ofpart-timers would rather
work full-time.

While part-time workers are still penalised
with lower wages, less training, fewer

opportunities for career advancement and
less job security than full-timers, there are
some upsides. Part-time jobs tend to have
more family-friendly working hours, better
working conditions and less stress. Many
workers, and particularly those who might
otherwise not have been able to enter the

labour market-students, mothers and older

workers-seem happy with these trade-offs.
And the spread of part-time work in many
countries has not led to worsening job

quality. In fact, in countries where part-time
work is most widespread, the penalties to

part-time work tend to be smaller, without
losing any of the benefits.

The growth in part-time work over the past
two decades has not come at the expense of
full-time employment, though a closer look
reveals that prime-age women may indeed

be substituting part-time for full-time work.
Still, overall employment rates tend to be
higher in countries where part-time jobs
are widespread. This is largely because
the growth in part-time work reflects the
fact that more young people, women and
older men are participating in the labour
market. And, since the 1990s, most OECD
countries have introduced new laws to

encourage high-quality, part-time work
opportunities and reduce involuntary

part-time employment. These laws,
backed by international agreements by the

International Labour Organisation and the
European Commission, require employers
to provide part-time workers with wages and
conditions comparable to those of full-time
workers, allow full-time workers to reduce

their hours in certain circumstances, or give

existing part-timers preferential treatment
when hiring full-time.

But there are downsides to part-time

employment too, which may affect people's
welfare in the long run. On average, part-
timers face a poverty rate that is more

than twice as high as that among full-time
workers. In some countries, not only are

part-time workers less likely to have a
permanent contract, they might not be
covered by unemployment insurance. In

Finland, Japan, Korea, the Netherlands and
Sweden, for example, workers must meet
a minimum number ofhours or days of

work to be eligible to claim unemployment
insurance; in Norway, Poland, the UK and
the US, eligibility is based on earnings.

While high-quality, part-time employment
may be better for both individuals and
society than unemployment or being out
of the labour force, it might discourage
full-time employment. Long periods ofpart-
time work could damage individuals' career
prospects and increase their risk of poverty
in retirement. And once workers move into

part-time jobs, many of them stay there for
long periods of time. About two-thirds of
part-timers stay in part-time employment
for more than one year. In countries where
part-time work is widespread, the vast
majority of people who remain in a part-
time job for at least two consecutive years do
so voluntarily. On average, only about 15%
of part-timers take up or return to full-time

OECD Observer No 280 July 2010



employment each year; slightly less move
out of employment altogether.

But international comparisons suggest that
the relative lack of career prospects offered by
part-time jobs may not be the main barrier

to moving towards full-time employment.

Although part-time workers living in a poor
household voluntarily stay in part-time

employment less frequently than those not
living in poverty, they do not necessarily
move into full-time work. One reason is

that national tax and benefit systems reduce

incentives to take up a full-time job. Across
the OECD countries for which data are

available, the average marginal effective
tax rate, which measures how much of a

given change in gross earnings is taxed

away through income tax, social security
contributions and benefit withdrawal, is

close to 50%-which means that almost

half of any increase in total gross earnings
obtained by working more hours is offset
by higher social contributions or increased
income taxes and reduced benefits. Add to

that possible increases in childcare or other
costs, and the enticement of full-time work

diminishes even more.

Quality part-time employment could be a

boon to ageing societies in OECD countries,
since it opens the labour force to people
who might otherwise be shut out from it.

Young people still in school, women who

care for parents or children, people with

health problems and older workers looking
for a gradual transition into retirement
can all benefit from part-time work. But

as the ranks of part-time workers swell,

policymakers should ensure that tax

systems-and prospective employers-do

not create obstacles to moving into full-
time employment. They should also watch

out for employment policies that might
discriminate against part-time workers.

In many countries, for instance, many

training and employment programmes are
reserved for the unemployed or require full-
time participation that makes attendance

impossible for those in a job, albeit part-
time. Governments need to make certain

that those who do want to work full-time

are helped to do so through support from
employment services. Part-time work
should not lead to a dead end.
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BBC-OECD skills

debate

With unemployment soaring, it may
come as a surprise to learn that there's

also a shortage of qualified people to

fill job vacancies. In fact, companies
in Europe have around three million

unfilled vacancies, says David Arldess of

Manpower Inc.

Mr Arldess was speaking on the BBC's
World Debate, which was recorded at

the OECD in Paris on 7 July, marking
the release of the annual OECD

Employment Outlook. The debate offered

a fascinating insight into the skills
shortage at a moment when the issue

is being eclipsed by unemployment. As
panelist OECD Secretary-General Angel
Gurria pointed out, "thinking about

skills now is an act of foresight".

Could migration help plug the skills
gap? The trouble there, as BBC

presenter Nik Gowing suggested, is

how to "persuade politicians to argue
for skilled immigration in a time of
unemployment?"

The World Debate on "Matching Skills
to Jobs" was broadcast on BBC World

from 9 July. Other panelists included

Sharan Burrow, general secretary
of the International Trade Union

Confederation, Jacques Myard , French

UMP governing party and member of

parliament, and Jo Ritzen, president of
the University of Maastricht. BK

See also www.oecdinsights.org.
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Keeping Germany at work

No small achievement: Labour Minister Ursula von der

Leyen points to Germany's relatively low unemployment

The crisis has bitten deep, but

unemployment in Germany has fallen.
How?

Unlike some of its European neighbours
where joblessness has soared, Germany's

unemployment rate actually declined by
nearly a whole percentage point, from 7.9%
at the start of the recession to 7% in May
2010. By contrast, unemployment for the
OECD as a whole rose by 3 percentage points
to 8.6%. Today, the German unemployment

rate is well below the OECD average. To
be sure, almost half of all jobseekers have

been unemployed for more than a year in

Germany, and structural unemployment
is quite high by OECD standards. But the
muted impact ofthe crisis on German jobs
has raised interest among policymakers
everywhere. And indeed, a close look shows

that policies played a key role.

Take the large reductions in working time:
these reductions were introduced to such

an extent that average hours worked fell by
3.4%. Hourly labour productivity declined
by 3.9%. The sheer size of adjustment in
hours was made possible by several factors,
including winding back the extensive use of
overtime before the downturn and the sharp

decline in demand in the exporting sector.
The relatively strict employment protection

regulations mixed with flexible work-time
practices also played a role. The result was
a form of "labour hoarding" in firms that
largely spared the economy from an upsurge
in unemployment.

Germany's ability to keep a lid on

unemployment owes much to the shorter
work-time policy called Kurzarbeit. New
OECD estimates indicate that by the third

quarter of 2009 over 200,000 jobs may
have been saved as a result of Kurzarbeit.

These estimates are somewhat smaller than

the full-time equivalent of participation in
short-time work (350,000), suggesting that
Kurzarbeit ended up supporting at least some
jobs that would have been maintained even

in the absence of the subsidy. Yet, compared
to other types of labour market programmes
short-time work schemes appear to be fairly
cost-effective.

However, other institutional arrangements
also played their part, as a recent study
by the Federal Employment Agency in
Germany (IAB) shows. In fact, the overall
decline in total hours worked during the

2008-09 period came to 4%, ofwhich
just 0.3 percentage points was due to a
lower employment level. The rest of the
reduction reflects lower average hours for
other reasons, including employer-initiated
reductions in working time and reduced
over-time. In fact, employer-initiated
reductions in working time within existing
collective agreements represent a larger
source of flexibility in average hours than
Kurzarbeit. These reductions appear to

account for approximately 40% of the
recent reduction in working time and were
associated with proportional reductions in
pay, at least for hourly workers.

One of the most influential models for

these contract provisions was Volkswagen
during a recession in the early 1990s,
when it tied working-time reductions to
lower pay to avoid redundancies. Since
that time, it has become standard practice
in Germany for collectively negotiated
employment contracts to specify an hour's
band around the standard working week
within which employers can vary working
hours, while adjusting pay according to the
standard hourly wage rate. This is intended
to provide employers with room to adapt to
temporary changes in demand and provide

decent employment security at the same
time. Even without Kurzarbeit, German

employers would have achieved substantial

reductions in average hours by cutting back
on the volume of paid over-time work-this
accounted for a fifth of the total reduction,

according to the IAB study, and encouraging
employees to use up any free time they were
owed accounted for another fifth.

Less unemployment and holding on to
workers' skills is clearly a positive thing,
but can lead to a build-up ofunviable jobs.
Such labour hoarding could in turn raise the
risk of a jobless recovery. Indeed, German
GDP could expand by more than 7% in real
terms without any increase in employment,
provided hours worked per employee and
hourly productivity were to rise back to their

pre-crisis levels. However, achieving GDP
growth on this scale is expected to take
several years. As a result, employers may
come under increasing pressure to restore
productivity more quickly by reducing the
size of their workforces. Indeed, competitive
pressures are looming, as indicated by
recent declines in hourly labour productivity.
On the other hand, the country's powerful
exporting industries that took the brunt

of the global downturn may have built up
sufficient capacity and resilience over the
years to hold on to their workers for some

time yet. Provided the global recovery gathers
momentum, many of these retained jobs
should become viable again, which will ease
pressure on employers to adjust and stay
competitive.

In the end, Kurzarbeit has been a successful

policy for helping employers to hold on to
skills and for keeping unemployment at bay
during the crisis. The trouble is in an upturn,
the same policy can end up locking skills into
firms and interfering with the kind of labour
market mobility that a growing economy
needs. It can also end up protecting unviable
jobs. As the crisis recedes and the recovery
takes hold, Kurzarbeit will have to be phased
out too.
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Helping migrants through the crisis

As the world economy splutters

back to life, policymakers have been

focused on ending the jobs crisis. But

despite the arsenal ofpolicies aimed at

assisting young people, the long-term

unemployed and the unskilled, one of

the most vulnerable groups ofworkers

risks being forgotten.

Immigrants were key drivers behind the

economic boom, by adding skills and

productivity to economic capacity. Now,

almost everywhere migrants are feeling the

brunt of deteriorating job markets as a result

of the economic crisis. Unemployment

among the foreign-born labour force
soared in all OECD countries. In the

United States, for instance, unemployment

among immigrants more than doubled from

4.3% in 2007 to 9.7% in 2009. And in the

last quarter of 2009 unemployment rates

of the foreign-born labour force were over

15% in Belgium, Ireland, Finland, France

and Sweden. Spain reached a dizzying

28.3%-that's over n percentage points

higher than the unemployment rate of

the native-born labour force in Spain.

Of course, different countries' experiences

vary widely depending on how hard the

economy was hit and the composition of

its immigrant population.

Immigrants are particularly vulnerable

during prolonged economic downturns,

and this crisis has had the effect of throwing

many immigrant workers out ofwork at a

higher rate than for native-born workers.

In addition, immigrants who can move

around freely for work are coming in

smaller numbers, and employers are doing

less recruiting from abroad. Overall, legal

immigration of foreign nationals into the
OECD fell 6% in 2008, the first decline

after five years of averaging 11% growth.

Immigrants tend to work in sectors

which are more sensitive to changes
in the economic climate, that is, where

10
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demand for workers rises sharply in good

times and drops fast during bad. Take

immigrant youths. They have suffered
disproportionately during this crisis, and
the comparison with native-born youths,
who suffered more than prime-age adults,

is striking. In Ireland, the employment
rate ofyoung immigrants dropped by 15
percentage points, almost twice that of
native-born youths. The difference has been

In the US unemployment among

immigrants more than doubled from

4.3% in 2007 to 9.7% in 2009

considerably worse than that for native
youths in Denmark, Spain and the UK.
The situation is slightly more balanced in
Austria, Canada and the US, though the

unemployment rates for immigrant youths
in these countries remains high.

The dangers this poses are well
documented, including "scarring effects"

that can result when immigrants who have
not found a job soon after entry into the

labour market eventually find it even harder

to do so down the line. After all, employers

are often wary of people who have been out

ofwork for a long time.

Few governments have adopted new or

additional measures specifically to address

migrant workers. Instead, most countries
have relied on existing labour market

measures or other general instruments

adopted in response to the crisis. In theory,
immigrants should benefit more from
these measures, since they tend to be over-

represented in the groups they target; but in
practice, this may not be the case.

Many immigrants may find it hard to access
various employment schemes. In Norway,

for example, the share of immigrants in
ordinary labour market schemes declined

between November 2008 and 2009,

despite the fact that unemployment

increased more among the foreign-born

than among the native-born. In some cases,

to qualify for help or training, applicants

must demonstrate a minimum length of

residency in the host country.

Meanwhile, short-term work schemes

have been one of the main ways of keeping

people in work in several countries. Often,
however, they do not apply to temporary

workers, a category in which immigrants

are again over-represented.

Although most countries have addressed
rising unemployment levels among

immigrants through mainstream labour

market policies, one country that has dealt
with the issue using special measures is

Japan. In many other countries, immigrants

are often offered such programmes upon

arrival. But in Japan they were introduced

because most low-skilled labour migrants

who lost their jobs were evidently ill-

equipped to find new employment
themselves.

The crisis hit Japanese manufacturing and

construction-both major employers of

foreign workers. From November 2008 to
January 2009, 9 300 new foreign jobseekers
turned up in Japanese employment offices

in regions with a high density of foreign

residents. That was about 11 times higher

than it was in the same three months a year

earlier. Numbers peaked over the following

three months at 14 800, before dropping
back down to more normal levels.

What happened? Several measures
were taken by the Japanese Ministry of

Health, Labour and Welfare to reintegrate

foreigners who had lost their jobs back into
the labour market. The counselling and

assistance capacity at Public Employment

Security offices-so-called "Hello Work"
offices-were reinforced. The number of

Hello Work offices with interpreters was

almost doubled, to 126, and 31 one-stop

service centres in co-operation with regional

municipalities were newly established. Extra
full-time consultants at such offices were

hired, and weekly hours of consultations

jumped six-fold from the fiscal year 2008 to

the fiscal year 2009.

Vocational up-skilling and language

training were also offered. Such courses

were provided for about three months

and included training in Japanese

communication skills, basic knowledge on

labour legislation, employment practices

and the Japanese insurance system, as

well as guidance on how to apply for a job.

Once finished, job-seekers were transferred

to advanced training and further support

by employment counsellors until they

finally found a job. In addition to these

"active" benefits, these jobseekers received

unemployment benefits throughout the

duration of the training period.

But governments should consider other

targeted initiatives as well, such as adapting

existing integration programmes to cope

with the specific challenges brought about

by this economic crisis. As labour market

conditions deteriorate, personal networks

also tend to come into play for jobseekers.

Immigrants are clearly at a disadvantage

here. Governments can help bridge the gap

by, say, providing mentors and encouraging

enterprise-based traineeships.

Actions such as these have to be taken and

taken quickly to keep immigrants in the

workforce. But past crises have also shown

that immigrant workers can be "victimised"

during such times, in the sense that they

may be subject to selective lay-offs and, with
many native-born candidates looking for

work, discriminated against in the hiring

process. Care needs to be taken to ensure
that hiring and firing practices remain

equitable, and that equal opportunity and
treatment remain the norm.

For more information, contact Jean-Pierre Garson or

Georges Lemaitre, OECD Directorate for Employment,
Labour and Social Affairs.
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Thinking beyond borders
Managing the taxes for extended business travelers requires

the attention of business leaders worldwide. Delegating this
responsibility to an internal company division can result in

financial or reputational problems
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Short term business travel is increasing. The days
of the professional expatriate who sets up home
for a two or three year tour of duty in one country
then moves on to another are waning. We now see

international commuters throughout the world managing
virtual international teams, running global projects
and functions. Subject matter experts are critical to

success; communications technology helps, of course,
but people on the ground are what gets the job done.
Many businesses are seeking to prioritize the allocation

of resources in the most cost efficient way. Staff with

the necessary skills are sent where and when they
are needed, rather than being kept idle in one location.

European trains and planes are full of commuters busy
on their laptops going between countries on business.

This opportunistic approach to business travel

contains inherent dangers. When areas of a business

adopt a get-up-and-go approach to short term business

travel, it is increasingly challenging for the corporate

entity to keep track of its people and to know exactly
where and when its employees are working. This also
can have considerable tax implications.

Tax authorities increasingly strict
It seems to be the case around the world that tax

authorities are under increasing pressure to identify and
secure ever greater revenues. In response, they are

becoming increasingly sophisticated in their methods
and rigorous in applying tax rules. Given the sometimes
fairly relaxed past enforcement of the rules, this means a

potentially hazardous landscape for the unwary.
For example, ten years ago in China there was a

sense that the rules relating to the tax treatment of

foreign visiting workers were not particularly clear.

About KPMG

KPMG is a global network of professional firms
providing Audit, Tax and Advisory services. We

operate in 144 countries and have 140,000 people
working in member firms around the world. The

independent member firms of the KPMG network

are affiliated with KPMG International Cooperative

("KPMG International"), a Swiss entity. Each
KPMG firm is a legally distinct and separate entity
and describes itself as such.

Therefore companies operating there tended to believe

that the government was not keeping close track of
visiting business travelers. Companies thus tended to

ignore the logistical challenge of tracking their foreign
employees. Since then, foreign business travelers

have flocked to China, particularly in industries such as
banking, finance and the automotive business. Very
often these business travelers do not make China their

permanent base. The status of Hong Kong, China (which

is treated separately from the rest of China with regard
to tax) and Singapore and the ease of travel between

them have contributed to the phenomenon. Recently the
Chinese government has begun to address this hitherto

somewhat loose state of affairs. Current legislation
clearly states that the onus is firmly on the employer
to inform the authorities about its foreign workforce,
especially when payments are being made overseas.

Penalties for non-compliance are punitive, and so the
hidden tax tangle is coming out into the open.

Similarly, in the United Kingdom (UK) the rules have

changed recently. Under the Senior Accounting Officer

rules introduced in 2009, finance directors of companies
based there must sign a formal declaration that their

company has processes in place to manage its business
traveler population, and be able to demonstrate the

integrity of the data they collect in this regard. Moreover,
the UK tax authority, as well as others around the world,

is well aware of the monitoring tools that are available to

companies. This influences its insistence on full reporting
of the movements of global workforces.

Risk Management

Before the economic downturn, risk management was at
the forefront of many business leaders' minds. With the

downturn, survival became the more urgent order of the
day, so risk management took a bit of a back seat. Now,

as the health of economies around the world is beginning
to revive, it is likely there will be a return focus to risk

management, and the approach to managing the tax affairs

relating to short term business travel is in the spotlight.
The risks associated with expatriate tax planning are

not a matter of simple financial risk of fines and penalties,
although these are significant and increasingly penal.
An additional risk, which is more difficult to quantify in
advance, is reputational. When a company or organization
falls foul of the tax rules, its standing as a good
corporate citizen is compromised and, for most, that is



BUSINESS TRAVELER TAXATION

unacceptable. Disputes with immigration authorities, with

the security services or possible diplomatic arguments

can cause untold damage to a company's reputation and
hence to its balance sheet.

Case study

Assisting cross-border commuters
A KPMG member firm recently worked with a Canadian
multinational company with subsidiaries in the USA. The
company had a number of employees who worked across

the Canadian and USA borders for business purposes.
Some of the employees perform operational functions on

their cross-border business travel. When these operational
functions are appropriately identified, the costs are cross
charged. When Canadian-based employees perform head
office functions in the USA, the related costs of these

employees are allocated to the USA subsidiaries.
KPMG's international connections and experience

helped the company to design a cross-border business
traveler policy, providing a consistent support structure

for the client's business. A communications plan was
developed and implemented to ensure employees were

aware of the policy and their obligations, and how the
policy would add long-term value.

Many of the employees were exempt from taxation
in the host country due to the provisions of the income
tax treaty. KPMG professionals took a practical approach,

assisting with filing appropriate forms to eliminate the

withholding requirements and assisting the employees
with their obligation to file treaty-based returns to claim
exemption from taxation. For other non-tax exempt
employees, it was important to file the appropriate tax

returns to ensure appropriate foreign tax credits were
claimed in order to avoid double taxation and reduce costs

to both employee and company.
With the information gathered, payroll tax returns

were completed including compliance with Canadian and
USA federal and state provisions. KPMG assisted the
employees with tax return filings in the host location, and
in claiming foreign tax credits on their home country return.

Forewarned is forearmed

Tax planning for short-term business travelers is an

area that is coming into increasingly sharp focus. Many
companies need all the help they can get to be sure that

they not only comply with the rules but also that they
avoid the obstacles that can await the unprepared.

Business travel is a fact of corporate life and it often

concerns a company's most senior, valued employees. As
the world's tax authorities take increasing interest in the
movements of executives working in foreign countries,

companies must address the issue seriously. An employer
of business travelers needs to be confidently in command
of its situation, to avoid risks to either reputation or

finances. The penalties for breaching the rules can be
expensive in many kinds of far reaching ways; this is an

issue for the whole company and its stewards.

Mary Kay Woods,

Client Service & Opportunities Functional Group Leader,
KPMG International Executive Services (USA), Tel: +1 212 872 6910

The views and opinions expressed herein are those of the

authorfs) and do not necessarily represent the views and

opinions of KPMG International Cooperative or any one or
more of KPMG's member firms.

The latest edition of KPMG's Thinking Beyond Borders:
Management of Extended Business Travelers includes a
high-level overview that can be of worldwide taxes and
other travel considerations, of assistance when planning
and managing short-term business travelers. For more
information please visit www.kpmg.com
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The income taxes you still pay
Bert Brys and Marika Mânnistô, OECD Centre for Tax

Policy and Administration

What has changed in the decade since

former OECD experts Flip de Kam
and Chiara Bronchi wrote one of this

magazine's most downloaded articles,

"The income taxes people really pay".

There have been a few changes, though
the need to look behind headline tax

rates remains as true as ever.

It is often said that death and taxes are the

only certainties in life, but are you certain

about how much income tax you actually

pay? And how do your taxes compare with

taxes paid by people from other countries?

Imagine for instance a US and a Swedish

worker talking to each other about how

much they earn while away on holiday.

The American is surprised to hear that

the Swede pays a top income tax rate of

just 25% on his earnings, and complains

that she pays 35% on hers. Could Swedish

people really pay so much less income tax?

The answer is yes, but only because both

people are referring to the higher central

government tax rates on income. People

tend to focus on these higher marginal

rates when comparing taxes. But a truer

comparison demands looking behind these
headline rates at the likes of tax allowances

and relief, state and local income taxes,

social security contributions and other

charges. Adding in such factors can make

the answer quite different; indeed, because
of them, the Swedish earner would discover

he pays quite a lot more than the headline

rate would suggest, though so would the US

earner (see figure 1). This is an important

point, particularly now as countries tackle

fiscal reforms to boost the recovery and cut
their deficits.

All central governments in the OECD area

levy tax on personal income and according
to a similar fundamental structure too.

But there are key differences. First up

are personal exemptions which appear in
different forms in different countries.
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The "personal" or "standard tax allowance"
exempts a standard amount of personal
income from tax as is the case for instance

in Belgium, Japan, Korea, the Slovak
Republic, Spain, the UK and the US. Other

countries do not exempt the first slice of
income but tax it at a zero rate instead;

this was the case in 10 OECD countries

in 2009: Australia, Austria, Finland,
France, Germany, Greece, Luxembourg,

Norway, Sweden and Switzerland. This
zero band has the same effect as a standard

tax allowance. An alternative system is

to tax all income, and give all taxpayers a
reduction in their tax bill in the form of a

"basic tax credit", as is done in Canada, the

Czech Republic, Denmark, Ireland, Italy,

the Netherlands, Poland and Portugal.

Then there is tax relief, which may come

on top of the standard tax allowances and

credits. Some countries provide specific

relief to single taxpayers or married
couples on low incomes, to lone parents

or married couples with children, or to

cover work-related expenses, for instance.

Employee social security contributions are

also deductible from personal income tax

in most OECD countries, though not in

Hungary or the UK. In the Czech Republic
and Hungary, social security contributions
paid by the employer are even added to the

income that is taxed under the personal
income tax.

Evaluating earnings by couples can also

alter the picture. Belgium, for instance,

implements an income splitting system,

which allows a proportion of the income

of the principal earner in a couple to be

attributed to the low-earning spouse in a
bid to reduce the amount of tax that each

partner would face individually. Splitting

systems also exist in France and Poland

where they reduce the overall family tax
burden.

In short, the interplay of tax allowances
and credits, and other tax rules and

exemptions affects the tax landscape

considerably. Take an individual who

is single and has no children. For this

category of earner, most countries exempt

1. Top statutory and all-in tax rates on wage income, 2009

The top "all-in" tax rate is the top marginal tax rate paid by households on the US Top statutory rate
first currency unit of taxable income in the top bracket of the tax rate schedule.

The top statutory tax rate is the top rate in the tax rate schedule.

Source: OECD Taxing Wages 2008-2009 and OECD Tax Database: www.oecd.org/ctp/taxdatabase

'All-in' rate

between 10-50% of the average worker's

annual gross wage from tax, though Japan

and France exempt hardly any, while at the

other end of the scale, Greece exempts 57%

and Mexico exempts 73% of the average

worker's annual gross wage (see figure 2).

Which bracket?

Tax brackets are another key feature to

consider when comparing income taxes.
All OECD countries use tax brackets,

though the Czech Republic, Iceland

and the Slovak Republic have just one

tax bracket for everyone. Even in these

countries, a significant amount of tax
progressivity can be obtained through

the level of the basic allowance. In 2009,

there were two tax brackets in Hungary,

Poland and the United Kingdom,

for instance, while Portugal, Mexico,

Switzerland and Luxembourg have
over half a dozen each.

As part of a trend towards "flatter taxes",

many countries have reduced the number
of tax brackets. All taxable income within a

bracket is taxed at the same rate, and taxed

progressively from bracket to bracket-as

total taxable income rises, a growing share

of it goes to the taxman. For instance, a

taxpayer might pay, say, 20% in taxation

on income up to $25,000, and 40% on all
income above that amount.

However, as earners move into higher tax
brackets, their tax relief and allowances

actually rise in value too, so well-paid

earners can end up recouping more from

the state. Because of this, many countries

have moved away from tax allowances

and have started implementing tax credits

whose value is independent of the

taxpayer's income level, making them

more equitable.

Preserving the progressivity of the tax

system also depends on how wide the tax

brackets are and when higher brackets kick

in. After all, a worker earning $30,000 who

pays 20% on the first $20,000 dollars of
income and 30% on the next $10,000 is a
thousand dollars better off than a worker

paying 20% on the first $10,000 and

30% on the next 20,000. This is because
the lower tax band for the first worker is

wider than for the second, and less of their

income is exposed to the higher rate.

In Iceland, the Czech Republic and the

Slovak Republic-the OECD countries
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that levy only one rate-and in Hungary,

Ireland and Luxembourg, taxpayers at

the income level of an average worker are

already exposed to the top marginal rate. In

contrast, workers in Germany must earn six

times, and in the US nearly ten times, the

average wage before they start paying the

top rate (see figure 3).

How much people actually pay in tax also

depends on how comprehensive the income

tax system is. In some systems, such as

those of Australia and New Zealand, other

2. Income tax exemption thresholds, % of average wage, 2009

Earners are hitting top marginal

rates at lower income evels than a

decade ago

types of personal income are taxed jointly

with wage income, whereas in others

a schedular tax system is implemented

which separates capital income from labour
income and taxes them at different rates.

This is the practice in dual income tax

countries, such as Norway, for instance.

Other factors can influence the amount

of tax paid, such as whether deductions

are allowed for mortgage payments, as in
the Netherlands, investment in renewable

energy, as in France, or pension savings and

charitable donations, as in Belgium; these

"non-standard tax reliefs", which depend on

the actual expenses made by the taxpayer,

are not included in the top statutory and

"all-in" rates in our graphs. In short, people

in countries with lower statutory tax rates

yet very comprehensive tax systems and

fewer exemptions, could be paying more
income tax than in countries with higher

statutory rates on wage income.

Nor does our comparison end there.

Take the Medicare Levy in Australia, or

Germany's solidarity tax. These surcharges
levied by central governments can bump

up the final tax paid. Also, income earners

may have to pay local, regional, provincial

or state income taxes on top of the central

government income tax. These can be

In Mexico, earnings at 73% of the average workers wage are exempt from normal income tax. In France, all wage earners pay some income tax,
specifically two social solidarity levies called CSG and CRDS. Data refer to single taxpayers without children in 2009.

Source: OECD Taxing Wages 2008-2009

3. Income threshold where top statutory and "all-in" rates are levied, times average wage, 2000/2009

Source: OECD Taxing Wages 2008-2009 and OECD Tax Database: www.oecd.org/ctp/taxdatabase

16



TAXATION

relatively hefty: in Sweden the typical top

rate ofprovincial and local income taxes

is 31.5%, which is more than the standard
25% income tax rate levied by the central

government. In some countries, state,

regional or local income taxes paid are
deductible from central government income

tax. Comparing all-in tax rates must take

this deductibility into account.

Employee social security contributions are

also widely seen as taxes because they come

off wages. In some systems their revenue
is earmarked to finance programmes that

essentially cover the whole population and

hence resemble the personal income tax,

even though there is a ceiling or "cap".
Some countries run social insurance

programmes which only protect workers.

The tax base is wage income, usually up

to a ceiling, which in turn is related to the
maximum amount of wages insured against

the risks of unemployment and disability.

Nevertheless, social security contributions

are compulsory payments to government,

and as the benefits they provide are

unrequited in that they are not normally in

proportion to the payments made, covering
costly events such as losing a job or falling
ill, the OECD classes them as tax.

However, some social insurance

contributions, even if compulsory, as in

Denmark, Hungary, Iceland, Mexico, the
Netherlands, New Zealand, Poland and

Sweden, are not classed as taxes because the

payments are typically requited when the
employee retires and are paid into privately-

managed funds. These "non-tax compulsory
payments" are therefore not included in the

all-in rates; the special feature in the 2009

edition of Taxing Wages contains more

information on these payments.

Also not included in the all-in rates are

those social security contributions and

non-tax compulsory payments directly

paid by employers, even though these may

eventually be borne by labour through

tighter wage deals. On the other hand, when

labour is much in demand, employees may

be able to shift part of their income taxes

and employee contributions back onto

employers by successfully demanding

additional wage increases.

Consumption taxes are not included

in the "all-in" rates either, although

their inclusion could provide a more

comprehensive measure of the extent to

which the income tax system reduces the

quantity of goods and services that workers

can purchase (see the special feature in the

2008 edition of Taxing Wages).

Reality check

In sum, comparing "all-in" tax rates rather

than just statutory tax rates shows that the

differences in tax paid on the last dollar

or euro of earnings between top income
earners in various OECD countries are

narrower than widely portrayed in the
headlines. When all is included, our US

earner pays some 43.2% on her marginal

income rather than just 35%, but the
Swede pays an all-in rate of over 56%,

which is more than twice the statutory

income tax rate, as our first graph shows.

Similarly, the all-in marginal tax rate for

2009 stood at 62.8% in Denmark instead

of 26.5% for the statutory rate, 62% in

Hungary instead of 36%, and 59.4% in

Belgium, up from 50%. The lowest all-in

rates were 31.1% in the Czech Republic,

29.9% in the Slovak Republic and 29.6%

in Mexico, all of which are higher than

statutory rates. In fact, "all-in" rates

were higher in every country than the

corresponding top statutory tax rate,

except in the Netherlands, where some

non-tax compulsory payments qualify as

personal income tax relief and so bring
down the total.

Despite these high rates, there has been a

notable fall over the past decade in the top

"all-in" marginal tax rates for the OECD

area, from an OECD average of 49.6% in

2000 to 45.9% in 2009. However, to pay

the top rate in 2000 taxpayers had to earn

almost three times the average wage, while

in 2009 taxpayers had to earn slightly

below 2.5 times the average wage. In other

words, earners are hitting top marginal

rates at lower income levels than they were

a decade ago.

A key point is that workers still face

very high top all-in rates in many OECD

countries. Policymakers must bear this in

mind as they reform their own tax systems

in an attempt to restore public finances

while creating or maintaining a fair and

equitable, yet pro-growth, tax environment.
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INTRODUCTION

Strengthening
recovery, new risks

Pier Carlo Padoan, Chief Economist

and Deputy Secretary-General, OECD

Growth is picking up in the OECD

area-at different speeds across

regions-and at a faster pace than

expected in the previous Economic

Outlook (November 2009). Strong

growth in emerging-market economies

is contributing significantly. However,

risks to the global recovery could

be higher now, given the speed and

magnitude of capital inflows in

emerging-market economies and

instability in sovereign debt markets.

Keeping markets open has been a strong

positive factor in the upturn. The rebound

in trade, while incomplete, has been

substantial and is proving to be a major

force pulling the global economy out of

recession. The ongoing recovery in activity

could surprise on the upside, with a

policy-driven expansion giving way to self-

sustained growth. Fixed investment could

bounce back more robustly and household

consumption could recover more rapidly

with household savings rates having risen

more slowly than previously anticipated,

especially in Europe. The spillover from

growth in non-OECD Asia could be

stronger than expected, especially in the

United States and Japan. From this point of
view, the overall economic environment is

relatively auspicious.

As activity gathers momentum, global

imbalances are beginning to widen

again. However, in some emerging-

market economies, notably China,

strong domestic, policy-driven demand

is keeping a large external surplus from

rising to the levels seen prior to the crisis.
This does not obviate the need to tackle

global imbalances through appropriate

policies. As discussed in this Economic

Outlook, strong, sustainable and more

balanced growth can be achieved through

a combination of macroeconomic,

exchange-rate and structural policies, while

delivering fiscal consolidation. Identifying

and implementing such a combination

of policies is a major goal of international

collaboration, most notably within the G20.

Progress in financial market reform will

also require international collaboration.

Internationally agreed rules and regulations

will need to be established to strengthen

the stability of the global financial system.

Articulating more clearly the roles of

monetary and prudential policies in

dealing with future credit and asset-price

developments is also a priority.

This otherwise moderately encouraging

outlook could be jeopardized by significant
risks. A first substantive risk is related to

developments in sovereign debt markets.

While originating in some euro-area

economies, instability has spread to other

euro-area members and sovereign debt

markets in other parts of the world.

Overheating in emerging-market

economies also poses a serious risk. A

boom-bust scenario cannot be ruled out,

requiring a much stronger tightening

of monetary policy in some non-OECD

countries, including China and India, to

counter inflationary pressures and reduce

the risk of asset-price bubbles. Growth

would slow down as a consequence, with

negative effects on other regions. Exchange-

rate flexibility could alleviate some of the

pressure on Chinese monetary policy and

allow more scope for addressing domestic
inflation.

These risks indicate that policy challenges

are substantial and more demanding than

appeared to be the case a few months ago.

Bearing in mind these risks, monetary

policy must be normalised. Support is

already being removed in several countries.

Exit strategies must take into account

concomitant fiscal consolidation so as

to facilitate it without putting undue

pressure on interest rates. The outlook

for inflation remains benign in the OECD
area due to considerable economic slack,

but inflationary expectations may become
unanchored. As mentioned earlier,

emerging-market economies are having

to deal with inflationary pressures and

to absorb sizeable capital inflows. Strong

growth in those economies is pushing up

energy and commodity prices, which in
turn will lead to further inflation.

Exit from exceptional fiscal support

must start now, or by 2011 at the latest,

at a pace that is contingent on specific

country conditions and the state of

public finances. Many countries are

facing very unfavourable government

debt dynamics, as rising indebtedness

raises risk premia, which adds to the debt

burden while holding back growth, with

further adverse consequences on debt

sustainability. A related challenge is that

several countries are having to embark

on fiscal consolidation simultaneously.

Given the magnitude and synchronicity of

fiscal consolidation, international spillover
effects could further bear down on the

growth in demand in individual countries.

Prompt and massive response by euro-

area governments and the European
Central Bank have calmed financial

market turbulence. But the region's

underlying weaknesses are far from
settled. Fiscal consolidation has been

stepped up and front-loaded in some
countries. But fundamental structural

adjustment programmes will have to be

implemented, as announcements alone

may not be enough to secure credibility in

consolidation strategies.

The sovereign debt crisis has highlighted

the need for the euro area to strengthen

significantly its institutional and

operational architecture to dissipate

doubts about the long-term viability of

the monetary union. At a minimum,
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surveillance of domestic policies needs to

be strengthened, taking on board broader

competitiveness considerations. But these

efforts alone may not be enough. Bolder
measures need to be taken to ensure fiscal

discipline, along a continuum that ranges

from stronger surveillance and more

effective sanctions for non-compliance, to

external auditing of national budgets, all

the way to de facto fiscal union.

In all countries, there is a need for

sustained and sustainable economic

growth also in support of fiscal
consolidation. This calls for an articulated

strategy linking together - and exploiting

synergies among - macroeconomic,

financial and structural policies. Fiscal

consolidation must be designed and

implemented to support growth to the

extent possible. Spending cuts must be

made to preserve, and indeed increase

the cost-effectiveness of growth-friendly

programmes, including innovation and

education. Revenue-raising measures,
where needed, must focus on the

instruments that are least harmful to

growth, such as consumption and carbon

taxes. Fiscal rules can help to enhance the

credibility of fiscal consolidation. Growth-

enhancing structural reforms must be part

of consolidation strategies.

This differentiated, yet synchronised,

pattern of normalisation across policy
domains and countries underscores the

importance of domestic policies in one

area taking due account of policy settings
in other domains and countries. It also

raises the possibility of exchange-rate

movements and exposure of vulnerabilities
in the financial sector.

Labour and product market reforms

need to be implemented to raise potential

output, support innovation and prevent

high unemployment from becoming

entrenched. These reforms can yield
concomitant dividends in terms of

facilitating fiscal consolidation and

reducing global imbalances on a

Outlook summary

2009 2010 2011

Real GDP growth (% change)

United States -2.4 3.2 3.2

Japan -5.2 3.0 2.0

Euro area -4.1 1.2 1.8

Total OECD -3.3 2.7 2.8

Inflation (%)

United States 0.2 1.6 1.0

Japan -1.4 -0.7 -0.3

Euro area 0.3 1.4 1.0

Total OECD 0.6

ur force)

1.6 1.3

Unemployment (% of labo

United States 9,3 9.7 8.9

Japan 5.1 4.9 4.7

Euro area 9.4 10.1 10.1

Total OECD 8.1

4 of GDP)

8.5 8.2

Current account balance ('

United States -2.9 -4.0

Japan 2.8 3.3 3.5

Euro area -0.3 0.3 0.8

Total OECD -0.7 -0.8 -0.7

Fiscal balance (% of GDP)

United States -11.0 -10.7 -8.9

Japan -7.2 -7.6 -8.3

Euro Area -6.3 -6.6 -5.7

Total OECD -7.9 -7.8 -6.7

Short-term interest rate (%)

United States 0.9 0.5 2.4

Japan 0.3 0.2 0.2

Euro area 1.2 0.7 1.9

World trade growth

(% change) -11.0 10.6 8.4

*Note: Real GDP growth, inflation (measured by

the increase in the consumer price index or private

consumption deflator for total OECD) and world

trade growth (the arithmetic average of world

merchandise import and export volumes) are

seasonally and working-day (except inflation) adjusted

annual rates. Interest rates are for the US: 3-month

eurodollar deposit; Japan: 3-month certificate of

deposit; euro area; 3-month interbank rate.

The cut-off date for other information used in the

compilation of the projections is 18 May 2010.

Source: OECD Economic Outlook. No 87,

Preliminary edition, June 2010.

durable basis. The development of social

security and services in China and other

Asian economies with large current-

account surpluses fulfils an important

social goal in its own right and would

reduce the need for precautionary saving,

thereby further promoting domestic

demand. In other surplus countries,

different types of structural reforms would

unleash opportunities for investment,

while pension reforms and the removal

of tax incentives that encourage

consumption would increase household

saving in deficit countries.

In the autumn of 2008 the peak of the

financial crisis led to unprecedented

and coordinated policy responses that

prevented the recession from becoming

more severe and long lasting. Recent

action taken by euro-area countries,

also in coordination with other major

economies, is of comparable dimension
and momentum. Both have been welcome

and necessary, and have been taken

under the pressure of rapidly evolving
circumstances. The fact that the second

set of actions has been taken eighteen
months after the first is a reminder

that the period of significant financial

instability that began in August 2007 is

not yet over.

The scale and scope of these two episodes

has also highlighted the fact that short-

term policy responses are not without

long-term consequences. Above all,

rising indebtedness and widespread
moral hazard will reduce room for

policy action, if needed in future to cope

with new emergencies. Dealing with

such consequences, while returning to

strong, sustainable and balanced growth,

will require coordinated, decisive and
sustained efforts at the international and

country levels.

Visit www.oecd.org/economics

This article is based on the editorial of OECD Economic

Outlook No 87, June 2010. Order the full edition at

www.oecd.org/bookshop
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United States

Continued recovery

The economy continues

the recovery that began in
mid-2009, although net job
creation has been positive only

since the beginning of 2010.
Corporate profits have turned up,
particularly in the financial sector,
but bank lending conditions have
not fully normalised. The speed
of the recovery is projected to

remain moderate through 2011
as households continue to rebuild

net worth and the unemployment
rate declines slowly.

The Federal Reserve and the

Administration should gradually

withdraw policy stimulus as
economic growth becomes
self-sustaining. Gauging the
appropriate timing will not be
a simple task, but keeping the
stimulus in place risks recreating
some of the imbalances in the

housing and financial markets
that led to the financial crisis.

The Administration needs to

develop sustainable medium-
term consolidation plans setting
out in detail how improvements
in public finances are to be
achieved.
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Population (000s) 2007 304 059

Area (000 sq km) 9 376

Currency Dollar

GDP market value (Billion US$) 2007 14 010.8

GDP PPPs (Billion US$) 2007* 14 010.8

Life expectancy at birth (Women, Men) 2006 80.7, 75.4

Total labour force (000s) 2007 154 365

Government type Federal Republic

power parities eliminate poce differences between countries; based on US dollars. See
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% change unless otherwise indicated

GDP growth

2009

-2.4

2010

3.2

2011

3.2

Household savings ratio 4.3 3.4 3.6

Consumer price index -0.3 1.9 1.1

Short-term interest rates (%) 0.9 0.5 2.4

Unemployment rate (%) 9.3 9.7 8 9

General government financial balance (% GDP) -11.0 10.7 8.9

Current account balance (% GDP) -2.9 -3.8 -4.0

Source: OECD

Japan
On track
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Population (000s) 2008 12/ WJ

Area (000 sq km) 378

Currency Yen

GDP market value (Billion US$) 2007 4 380.4

GDP PPP (Billion US$) 2008 4 358.3

Life expectancy at birth (Women. Men) 2007 36.0,79.2

Total labour force (000s) 2008 66 500

Government type Constitutional Monarchy

% change unless otherwise indicated

GDP growth

2009

-5.2

2010

3.0

2011

2.0

Household savings ratio 2.3 2.4 3.2

Consumer price index -1.4 -0.7 -0.3

Short-term interest rates (%) 0.3 0.2 0.2

Unemployment rate (%) 5.1 4.9 4.7

General government financial balance (% GDP) -7.2 -7.6 -8.3

Current account balance (% GDP) 2.8 3.3 3.5

Source: OECD

The recovery from the global
crisis remains on track, thanks

to a strong rebound in exports
and fiscal stimulus that has

supported household income in
the face of falling employment
and wages. Output growth is
projected to reach 3% in 2010
on a year-average basis, but to
slow somewhat in the second

half of the year and average
2% in 2011. Nevertheless, the

unemployment rate is likely
to stay above 4.5% through
2011 and deflation will persist,
as production remains below
capacity.

The Bank of Japan should fight
deflation through a strong
commitment to keep interest

rates at their very low current
levels and to implement
quantitative measures effectively
until underlying inflation is
firmly positive. Given Japan's
very high public debt, the
government should scale back
expenditure increases in FY
2011 and develop a credible and
detailed medium-term fiscal

consolidation programme,
including tax reform, to bring
the budget into balance. The
Growth Strategy should focus
on reforms that will boost

productivity growth, particularly
in the service sector, to improve
living standards in the face
of a shrinking working-age
population.
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Euro area

Gradual pick-up
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Population (000s) 2008 325 893

Area (000 sq km) 2 496

Currency euro

GDP market value (Billion US$) 2009 12 378

GDP PPP (Billion US$) 2009 10 427

Life expectancy at birth (Women, Men) 2007 83.5, 77.6

Total labour force (000s) 2009 152 507

% change unless otherwise indicated

GDP growth

2009

-4.1

2010 2011

1.2 1.8

Household savings ratio 11.2 10.8 10.3

Consumer price index 0.3 1.4 1.0

Short-term interest rates (%) 1.2 0.7 1.9

Unemployment rate (%) 9.4 10.1 10.1

General government financial balance (% GDP) -6.3 -6.6 -5.7

Current account balance (% GDP) -0.3 0.3 0.8

Source: OECD

A gradual recovery is under
way driven by economic policy
stimulus, a rebound in world

trade and improving financial
conditions, although there
has recently been significant
financial market volatility.
Difficulties in restoring
competitiveness and sound
public finances in some
peripheral countries may
complicate recovery.

Persistently high unemployment
in much of the euro area,

and financial develeraging
by indebted households and

businesses will weigh on
domestic demand. Substantial

economic slack is likely to keep
inflation low.

Weak price pressures and a

persistent negative output gap
argue for maintaining the very
accommodative monetary policy
stance until late 2010 and for

liquidity support to be removed
only gradually. More credible
and transparent plans for fiscal
consolidation should be spelled
out to restore sustainability.
To minimise moral hazard,

the package of extraordinary
measures adopted in early May
should be accompanied by strict
conditionality, enforcement and
more effective fiscal surveillance.

European financial regulatory
and supervisory architecture
needs to be strengthened to
reduce risks of future crisis.

Germany
Picking up strongly

The underlying growth
momentum is intact, although
negative one-offs affected the
economy around the turn of
the year. Growth is expected

to pick up strongly from the
second quarter onwards as
the improvement in world
trade continues and firms

gradually raise their investment
expenditures. The labour market
continues to be exceptionally

robust given the magnitude
of the output contraction.
Nevertheless, labour hoarding
has left some enterprises with
excess employment and some
increase in layoffs and in
unemployment is expected.

The budget balance is set to
deteriorate markedly in 2010,

primarily on account of lower
revenues, not least influenced

by measures reducing
income taxes. The reformed

constitutional fiscal rule

requires consolidation to start
in 2011. When implementing
consolidation, priority should
be given to reductions in outlays
and tax expenditures. In other
areas, policy should focus on
growth-enhancing structural
reforms. In some cases, such

action would not only help to
raise the growth potential but
would also contribute to

lowering external imbalances
over the medium term, not

least through increased private
domestic investment.
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Population (000s) 2008 82135

Area (000 sq km) 357

Currency Euro

GDP market value (Billion US$) 2009 3 346.7

GDP PPP (Billion US$) 2008 2 909.7

Life expectancy at birth (Women, Men) 2007 82.7, 77.4

Total labour force (000s) 2008 41777

Government Federal Republic

% change unless otherwise indicated

GDP growth

2009

-4.9

2010 2011

1.9 2.1

Household savings ratio 11.3 12.0 11.4

Consumer price index 0.2 1.3 1.0

Short-term interest rates (%) 1.2 0.7 1.9

Unemployment rate (%) 74 7.6 8.0

General government financial balance (% GDP) -3.3 -5.4 -4.5

Current account balance (% GDP) 5.0 6.0 7.2

Source: OECD
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France

Bolstering potential

BRIMtlS __ [

uiie- \ BEbfilUM

I PARIS
Strasbourg^

Dijon

SPAIN

Toulouse

UsIDOFfR

SWITZERLAND

TonrP ITALY

MONACO

«arc* CORSICA

Ajacdo

Population (000s) 2008 62 277

Area (000 sq km) 549

Currency Euro

GDP market value (Billion US$) 2009 2 649.4

GDP PPP (Billion US$) 2008 2121,7

Life expectancy at birth (Women, Men) 2007 34.4, 77.5

Total labour force (000s) 2008 28 415

Government Republic

% change unless otherwise indicated

GDP growth

2009

-2.5

2010

1.7

2011

2.1

Household savings ratio 16.3 15.6 15.2

Consumer price index 0.1 1.7 1.1

Short-term interest rates (%) 1.2 0.7 1.9

Unemployment rate (%) 9.1 9.8 9.5

General government financial balance (% GDP) -7.6 -7.8 -6.9

Current account balance (% GDP) -2.2 -1.9 -1.9

Source: OECD

The recovery is under way. Real
GDP growth is projected to
increase somewhat, averaging
about z% through both 2010 and
20 1 1 , led by business investment,

exports and an end to destocking.
The unemployment rate should
peak soon before declining
slowly in 201 1, while price
pressures will remain subdued

with underlying inflation around
1% per year.

The stimulatory macroeconomic
policies, which were appropriate
to address the crisis, should be

steadily unwound, and the
government must design and

transparently communicate a
credible medium-term plan for
significant fiscal consolidation.
Reforms of public pensions,
health care and public
administration would signal
the commitment to cut spending
in a sustainable way, while

raising long-term potential
output. Action on taxes will
also be needed, with a focus

on broadening tax bases and
increasing less distortionary
taxes and those that correct

for externalities, including
property and environmental
taxes.

Italy
Pursuing fiscal tightening

n
The recession in Italy, which had
one of the largest peak-to-trough
falls in output in the OECD area,
ended in mid-2009. Although
growth picked up to a 2% annual
rate in the first quarter, the
recovery is projected to proceed
at a moderate pace for 2010 as
a whole, strengthening a little
in 2011. Government policy has
helped to limit unemployment,
which will nevertheless continue

to rise slowly into 2011. Excess

capacity will exert continuing
downward pressure on inflation
after a short-term increase due to

resurgent energy prices.

Italy kept its budget deficit
in line with plans in 2009,
thus generating bond-market
confidence and a relatively low
risk premium. It is necessary
to pursue substantial fiscal
tightening in 2011, as the
government has announced,
which will require a high degree
of spending restraint. Reliance
on one-off measures should be

avoided and attention should

be paid to maintaining and
improving efficiency.
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Population (000s) 2008 59 336

Area (000 sq km) 301

Currency ' UI'O

GDP market value (Billion US$) 2009 2 112.8

GDP PPP (Billion US$) 2008 1 871.7

Life expectancy at birth (Women, Men) 2006 84.2, 78.5

Total labour force (000s) 2008 25 097

Government Republic

% change unless otherwise indicated

GDP growth

2009

-5.1

2010 2011

1.1 1.5

Household savings ratio 8.4 7.7 7.5

Consumer price index 0.8 1.2 1.0

Short-term interest rates (%) 1.2 0.7 1.9

Unemployment rate (%) 78 8.7 8.8

General government financial balance (% GDP) -5.2 -5.2 -5.0

Current account balance (% GDP) -3.1 -3.6 -13

Source: OECD
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United Kingdom
Consolidation essential
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Population (OOOs) 2008 61411

Area (000 sq km) 245

Currency Pound

GDP market value (Billion US$) 2009 2175

GDP PPP (Billion US$) 2008 2186

Life expectancy at birth (Women. Men) 2006 81.7 773

Total labour force (OOOs) 2008 31118

Government Constitutional Monarchy

% change unless otherwise indicated

GDP growth

2009

-4.9

2010 2011

1.3 2.5

Household savings ratio 7.0 6.4 5.4

Consumer price index 2.2 3.0 1.5

Short-term interest rates (%) 1.2 0.8 2.5

Unemployment rate (%) 76 8.1 7.9

General government financial balance (% GDP) -11.3 -11.5 -10.3

Current account balance (% GDP) -1.3 -1.6 -1.0

Source: OECD

The recovery is gaining traction,

supported by improving financial
conditions, rebounding exports
and a temporary surge in
stockbuilding. High inflation
and lingering effects from the
credit crunch, together with
necessary fiscal tightening,
will nevertheless keep growth
subdued in 2010. The recovery

will gain momentum in 2011
when household consumption
and business investment start

to grow more robustly. The
unemployment rate is set to
peak in mid-2010 and fall slowly
thereafter. Inflation is high, but
is projected to fall below the
2% target, once the temporary
effects of the increase in the VAT

rate wane, due to significant
economic slack.

A weak fiscal position and the

risk of significant increases in
bond yields make further fiscal
consolidation essential. The

fragile state of the economy
should be weighed against the
need to maintain credibility
when deciding the initial pace
of consolidation, but a concrete

and far-reaching consolidation
plan needs to be announced
upfront. While monetary policy
should remain expansionary
over the forecast period to
support activity against the
background of low levels of
resource utilisation, the process
of normalisation of interest rates

needs to start soon in response

to the expected gradual rise in
underlying inflation.

Canada

Vigorous rebound

The economy is rebounding

vigorously from the recession
trough, helped by a recovering
trade sector and policy measures.
The pace of recovery is projected
to moderate going forward as
policy stimulus is withdrawn,
inventory rebuilding runs
its course and households

deleverage. Unemployment
should keep declining and
inflation pressures stay muted,
given remaining economic
slack. The high rate of household
indebtedness is a source of risk to

the outlook.

The Bank of Canada should

start normalising its policy
rate without delay and tighten
gradually throughout the
projection period. Governments
should let remaining temporary
stimulus measures expire

to avoid overstimulating the
economy as it recovers on
its own. To build credibility,
they should flesh out recently
announced fiscal consolidation

plans, focusing on spending
reductions, and embark on

the structural reforms these

plans require.
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Population (000s) 2008 33 311

Area (000 sq km) 9 976

Currency Dollar

GDP market value (Billion US$) 2008 1005

GDP PPP (Billion US$) 2008 1300

Life expectancy at birth (Women, Men) 2006 83.0, 78.4

Total labour force (000s) 2008 18 308

Government Confederation

% change unless otherwise indicated

GDP growth

2009

-2.7

2010 2011

3.6 3.2

Household savings ratio 5.0 3.8 3.1

Consumer price index 0.3 1.6 1.7

Short-term interest rates (%) 0.8 0.9 2.9

Unemployment rate (%) 8.3 7.9 7.2

General government financial balance (% GDP) -5.1 -3.4 -2.1

Current account balance (% GDP) -2.7 -1.6 -1.6

Source: OECD
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Czech Republic
Export boost
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Population (OOOs) 2008 10 430

Area (000 sq km) 79

Currency Koruna

GDP market value (Billion US$) 2008 216.1

GDP PPP (Billion US$) 2008 256.9

Life expectancy at birth (Women, Men) 2007 80.2, 73.8

Total labour force (OOOs) 2008 5 232

Government Parliamentary Democracy

% change unless otherwise indicated

GDP growth

2009

-4.1

2010

2.0

2011

3.0

Consumer price index l.O 1.8 2.0

Unemployment rate (%) 6.7 7.8 7.5

Short-term interest rates 2.2 1.5 2.7

General government financial balance (% GDP) -3.9 -5.4 -5.7

Current account balance (% GDP) -1.0 0.1 -0.4

Source: OECD

Real GDP has been growing
since the second half of last

year, mainly due to a recovery
in export markets. Domestic
demand remains subdued as a

result of high unemployment
and fiscal tightening. A gradual
recovery is projected for 2010
and 20H, with GDP growth of
2% and 3% respectively. Inflation
is expected to rise gradually
to about 2% by 2011, which is
within the new official target.

The new government needs to
put forward a concrete

plan for fiscal consolidation.

The recovery of growth will
improve the fiscal balance only
to a limited extent and putting
fiscal policy on a sustainable
basis therefore requires
spending restraint, particularly
on pensions, health care
and welfare benefits, and

institutional changes, to
strengthen the fiscal policy
framework and create

mechanisms to facilitate a

comprehensive approach to
policy-making.

Denmark

Muted upturn? S3
The Danish economy has started
to recover from the recession,

but the upturn is expected to be
muted. Policy stimulus will
continue to support growth
in 2010, and the recovery is
projected to broaden in 2011.

Budget deficits are set to remain
large by historical standards
over the next two years, and the

government should implement
consolidation from 2011 to

move back to a more sustainable

position and contain upward
pressure on long-term interest
rates. The consolidation

measures would need to

be accompanied by structural
reforms to increase the supply
of labour.

Population (000s) 2008 5 489

Area (000 sq km) 43

Currency Krone

GDP market value (Billion US$) 2009 309.6

GDP PPP (Billion US$) 2008 202.2

Life expectancy at birth (Women, Men) 2007 80.6, 76,2

Total labour force (000s) 2008 2 926

Government Constitutional Monarchy

% change unless otherwise indicated

GDP growth

2009

-4.9

2010 2011

1.2 2.0

Household savings ratio 3.2 4.9 3.5

Consumer price index 1.3 2.1 1.8

Unemployment rate (%) 5.9 7.2 6.9

Short-term interest rates 1.8 0.9 2.0

General government financial balance (% GDP) -2.8 -5.5 -48

Current account balance (% GDP) 4.0 3.2 2.7

Source: OECD
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Finland

Slow recovery

Population (OOOs) 2008 5 313

Area (000 sq km) 338

Currency Euro

GDP market value (Billion US$) 2009 237.5

GDP PPP (Billion US$) 2008 190.8

Life expectancy at birth (Women, Men) 2007 33.1, 76.0

Total labour force (OOOs) 2008 2 726

Government Republic

% change unless otherwise indicated

GDP growth

2009

-7.8

2010

1.7

2011

2.5

Consumer price index 1.6 1.7 1, 4

Unemployment rate (%) 8.3 9.4 9.0

General government financial balance (% GDP) -2.4 -3.8 -3.8

Current account balance (% GDP) 1.3 2.4 3.1

Source: OECD

While Finland was hit hard

by the collapse in world trade,
growth resumed during the
second half of 2009, albeit at a
slow pace. With foreign demand
recovering further in 2010 and
confidence picking up. growth is
projected to accelerate gradually.
Unemployment is expected to
keep increasing until the end of
2010, then recede slowly.

After many years of surpluses,
public finances moved into
a deficit in 2009, which is
expected to widen to around
4% of GDP in 2010-11. As a
rapidly ageing population will
put further pressure on public
finances, significant additional
fiscal consolidation measures

will be required to restore sound
public finances.

Greece

Protracted recession

The Greek economy is in a
protracted recession in the wake
of the global crisis and as needed
fiscal austerity takes hold. The
rate of decline in real GDP is

projected to diminish over the
projection period, reflecting
improvements in external
demand. Economic slack and

rising unemployment will
keep inflation very low.

Deep and sustained fiscal
consolidation, coupled with
structural reforms, are key-

to restoring confidence and
growth. The agreement in early
May 2010 with the European
Commission (EC), European

Central Bank (ECB) and the

International Monetary Fund
(IMF) enhanced the credibility of
fiscal adjustment, which should

lower borrowing costs and
stabilize the level of public debt.
Success in reining in public
expenditures, with reforms in
pensions and improvements
in public sector efficiency, are
crucial to the success of the

programme. Fiscal sustainability
would benefit from higher
trend output, which requires
comprehensive structural
reforms in product and labour
markets that would also help
adjustments in relative prices to
restore competitiveness.

Population (000s) 2008 11236

Area (000 sq km) 132

Currency Euro

GDP market value (Billion US$) 2009 329.9

GDP PPP (Billion US$) 2008 324.7

Life expectancy at birth (Women, Men) 2007 82.0.770

Total labour force (000s) 2008 4 939

Government Republic

% change unless otherwise indicated

GDP growth

2009

-2.0

2010

-3.7

2011

-2.5

Consumer price index 1.3 3.0 01

Unemployment rate (%) 9.5 12,1 14.3

General government financial balance (% GDP) -13,5 -8,1 -7.1

Current account balance (% GDP) -11.2 -8.9 7

Source: OECD
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Hungary
Recovery should gather pace
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Population (OOOs) 2008 10 038

Area (000 sq km) 93

Currency Forint

GDP market value (Billion US$) 2009 129.0

GDP PPP (Billion US$) 2008 198.1

Life expectancy at birth (Women, Men) 2007 77.3, 69.2

Total labour force (OOOs) 2008 4208

Government Parliamentary Democracy

% change unless otherwise indicated

GDP growth

2009

-5.7

2010 2011

1.2 3.1

Consumer price index 4.2 4.5 2.3

Unemployment rate (%) 10.1 11.0 10.5

Short-term interest rates 8.5 5.3 5.4

General government financial balance (% GDP) -3.9 -4.5 -4.3

Current account balance (% GDP) 0.2 0.8 -0.4

Source: OECD

A weak recovery should take
place during 2010 as solid
growth in external demand
more than offsets soft domestic

demand. The recovery should
gather pace in 2011 as the
headwinds from ongoing
weakness in the labour market

and tight credit conditions
ease. Inflation should decline

significantly until the end of
2011 as the base effects from

last year's indirect tax increases
disappear and large negative
unemployment and output
gaps are expected to persist
for some time.

The initial success in reining in
public expenditure growth has

boosted investor confidence,

helped to support the currency
and reduced spreads on
government and corporate
bonds. These factors,

together with the outlook for
low inflation, have allowed the

central bank to cut its policy
rate by six percentage points
since the end of 2008. To

maintain investor confidence,

it is essential that the

government continue fiscal
consolidation in line with the

newly adopted medium-term
fiscal framework. Should local

governments engage in over¬
spending during this election
year offsetting measures would
have to be taken.

Iceland

Reducing economic imbalances
:=

Considerable progress has been
made during the recession in
reducing economic imbalances.
This provides a strong
foundation for the economic

recovery, which is projected to
get underway in the second half
of 2010 despite major fiscal
consolidation. The recovery is
projected to be led by domestic
demand, which should be

boosted in 2011 by planned
investment in large energy-
related projects.

The government needs to
emain on track for realising

its fiscal consolidation goals,
as it has to date. It should also

strengthen the local-government
fiscal framework this year, as
planned. Monetary policy should
continue to target currency
stability. Capital controls should
be liberalised once the medium-

term fiscal consolidation plan
is well underway, the banking
sector has been put back on its
feet, and there are adequate
international reserves.
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Population (000s) 2008 319

Area (000 sq km) 103

Currency Krona

GDP market value (Billion US$) 2008 11.7

GDP PPP (Billion US$) 2008 11.8

Life expectancy at birth (Women, Men) 2007 82.9, 794

Total labour force (000s) 2008 184

Government Constitutional Republic

% change unless otherwise indicated

GDP growth

2009

-6.5

2010 2011

-2.2 2.3

Consumer price index 12.0 5.7 4.2

Unemployment rate (%) 7.2 8.7 8.4

General government financial balance (% GDP) -9.1 -6.4 -2.7

Short-term interest rates 11.3 7.9 6,8

Current account balance (% GDP) -3.3 -0.2 -1.8

Source: OECD
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Ireland

A turning point?
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Population (OOOs) 2008 4 422

Area (000 sq km) 70

Currency Euro

GDP market value (Billion US$) 2009 227

GDP PPP (Billion US$) 2008 184

Life expectancy at birth (Women, Men) 2007 82.1, 77.4

Total labour force (OOOs) 2008 2 223

Government Republic

% change unless otherwise indicated

GDP growth

2009

-7.1

2010

-0.7

2011

3.0

Consumer price index -1.7 -1.4 0.8

Unemployment rate (%) 11.7 13.7 13.0

General government financial balance (% GDP) -14.3 -11.7 -10.8

Current account balance (% GDP) -2.9 -0.4 1.4

Source: OECD

After a severe recession in 2009,

the economy appears to be close
to a turning point. The recovery
will nevertheless be externally
driven, as unwinding the
imbalances created during the
economic boom will continue

to restrain consumption and
investment for some time. This

suggests that a broadly-based
revival will take some time

to emerge. By contrast, the
contribution of exports to
growth will be increased by
the improvement of external
competitiveness.

The 2010 budget is an important
contribution to the process of

stabilising public finances. In
particular, the overall emphasis
on reducing spending rather
than increasing taxes is
appropriate. There will be a need
for ongoing monitoring and
fiscal discipline. Ireland's deficit
remains very high and it is now
important that the government
continue to hit its fiscal targets
to ensure that confidence and

credibility is maintained. The
injection of public funds into the
banking system is an important
step in restoring the financial
sector to health and getting

credit flowing again.

Korea

Strong recovery

Korea has achieved one of the

strongest recoveries among
OECD countries, led by exports
and expansionary fiscal policy.
While the fiscal stimulus has

been reversed, buoyant exports

are projected to help boost
output growth to 5.75% in 2010,
leading to a marked decline in
unemployment.

With the recovery on track, the
authorities should focus on

achieving the deficit-reduction

target in the medium-term
fiscal plan, while the central
bank should begin to withdraw
monetary stimulus. Expanded
assistance to small and medium-

sized enterprises (SMEs) to
overcome the crisis should be

phased out, in part to avoid
supporting non-viable firms.
Structural reforms to enhance

productivity, particularly in
services, are needed to sustain

growth over the medium term.

Population (000s) 2008 48 606

Area (000 sq km) 100

Currency Won

GDP market value (Billion US$) 2009 832.5

GDP PPP (Billion US$) 2008 1 344.4

Life expectancy at birth (Women, Men) 2007 82.7, 76.1

Total labour force (000s) 2008 24 216

Government Republic

% change unless otherwise indicated

GDP growth

2009

0,2

2010

5.8

2011

4,7

Household savings ratio 3.6 3.5 3,8

Consumer price index 2.8 3.0 3,2

Unemployment rate (%) 3.6 3.6 3.3

Short-term interest rates 2.6 3.4 4.9

General government financial balance (% GDP) 0.0 TO 0.8

Current account balance (% GDP) 5.2 1.7 1.6

Source: OECD

OECD Observer No 280 July 2010 31



ECONOMIC OUTLOOK 2010-2011

Luxembourg
Pick-up under way
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Population (OOOs) 2008 483

Area (000 sq km) 3

Currency Euro

GDP market value (Billion US$) 2009 524

GDP PPP (Billion US$) 2008 414

Life expectancy at birth (Women, Men) 2007 82.2, 76.7

Total labour force (OOOs) 2008 360

Government Constitutional Monarchy

% change unless otherwise indicated

GDP growth

2009

-3.4

2010

2.7

2011

3.1

Consumer price index 0.0 3.0 1.9

Unemployment rate (%) 5.7 6.0 5.8

General government financial balance (% GDP) -0.7 -3.8 -4.9

Current account balance (% GDP) 5.6 6.3 6.0

Source: OECD

The economy has experienced a
severe recession but recovery is

underway, Jed by strong exports
of financial services. Activity
will continue to pick up and
domestic demand will recover

as confidence returns and

employment growth increases.

The fiscal position has
deteriorated as the result

of fiscal stimulus measures,

higher social spending
and weakening revenues.
Consolidation plans need
to be implemented with an
emphasis on containing current
expenditure and strengthening
budgetary institutions and
processes. In addition,pension
reform should be a priority.

Mexico

Activity below potential
o

The vigorous recovery in activity
which started in the third

quarter of 2009 is projected to
continue in 2010 and 2011. After

rebounding strongly, export
growth is projected to gradually
normalise. The inventory cycle
should reach its end, while final

domestic demand is expected to
recover with a lag as the labour
market further improves.

A prudent fiscal stance is
advisable in view of the decline

in oil production, which

"UNITED STATES

SanAnlonlo °.%

provides a significant proportion
of fiscal revenues. With activity
well below potential, inflation

is projected to gradually recede
despite a temporary uptick
attributable to price increases for
agricultural goods and hikes in
indirect taxes and administered

prices at the beginning of
2010. This gives monetary
policy some leeway to remain
accommodative and support the
recovery.

MEXICO CITY

Arapito)'

Population (000s) 2008 106 682

Area (000 sq km) 1996

Currency Peso

GDP market value (Billion US$) 2008 1 086.4

GDP PPP (Billion US$) 2008 1 545.3

Life expectancy at birth (Women. Men) 2007 77.4, 72,6

Total labour force (000s) 2008 45110

Government Federal Republic

% change unless otherwise indicated

GDP growth

2009

-0 6

2010 2011

4.5 4.0

Consumer price index 5,3 4.6 3.5

Short-term interest rates 5.5 4.9 6.3

Unemployment rate (%) 5.5 5.0 4.5

Current account balance (% GDP) -0.6 -0.7 -1.2

Source: OECD
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Netherlands

Curbing age-related spending
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Population (OOOs) 2008 16445

Area (000 sq km) 41

Currency Euro

GDP market value (Billion US$) 2009 792.1

GDP PPP (Billion US$) 2008 675.1

Life expectancy at birth (Women. Men) 2007 82.3, 78.0

Total labour force (OOOs) 2008 8 873

Government Constitutional Monarchy

% change unless otherwise indicated

GDP growth	

Household savings ratio	

2009 2010 2011

-4.0	12 2.0
10.0 9.2 8.6

Consumer price index I.O 0.9 1,4

Unemployment rate (%) 3.4 4.6 4.8

General government financial balance (% GDP) -5.3 -6.4 -5,4

Current account balance (% GDP) 5.4 5,3 5.9

Source: OECD

The economy is recovering on
the back of stronger world trade
growth, fiscal stimulus and
supportive euro-area monetary
conditions. Domestic demand

is expected to slowly gain pace.
but will significantly contribute
to growth only in 20 1 1 .
Employment will bottom
out, but expand only in 2011.

The mounting budget deficits.

if left unchecked, would threaten

fiscal sustainability. The new
government should therefore
pursue fiscal consolidation, as
planned, from 201 1, focusing on
spending cuts and curbing age-
related expenditure increases.
Easing employment protection
measures would help stimulate
hiring during the recovery.

New Zealand

Gaining momentum

The recovery gained momentum
at end-2009, driven by domestic
policy stimulus and rebounding
external demand and

commodity prices. The eventual
bounceback of domestic

demand may be weaker than
in past recoveries, however,
because of the overhang of
private-sector indebtedness,
sticky unemployment and
lingering uncertainty that may
hold back investment.

Though inflation remains
subdued, long lags in monetary
policy transmission call for
the extreme policy stimulus to
start to be withdrawn soon. In

addition, the 2010-11 budget
should articulate consolidation

measures to contain re-

emerging macroeconomic
imbalances. A desirable tax

reform to encourage continued
household deleveraging is being
discussed.

Population (000s) 2008 4 269

Area (000 sq km) 269

Currency Dollar

GDP market value (Billion US$) 2008 129.9

GDP PPP (Billion US$) 2008 1164

Life expectancy at birth (Women, Men) 2007 82.2, 78.2

Total labour force (000s) 2008 2 270

Government Parliamentary Democracy

% change unless otherwise indicated

GDP growth

2009

-0.5

2010 2011

2.5 3.9

Consumer price index 2.1 2.2 2.5

Unemployment rate (%) 6.2 6.2 5.6

Short-term interest rates 3.0 3.1 5.0

General government financial balance (% GDP) -3.5 -4.3 -3,7

Current account balance (% GDP) -3.0 -3.5 -6.0

Source: OECD
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Spain
Labour reforms required
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Population (OOOs) 2008 45 593

Area (000 sq km) 505

Currency Euro

GDP market value (Billion US$) 2009 1460

GDP PPP (Billion US$) 2008 1434

Life expectancy at birth (Women, Men) 2007 84.3, 77.8

Total labour force (OOOs) 2008 22 848

Government Parliamentary Monarchy

% change unless otherwise indicated

GDP growth

2009

-3.6

2010 2011

-0.2 0.9

Household savings ratio 18.8 17.4 16.8

Consumer price index -0.3 1.4 0.6

Unemployment rate (%) 18.0 19.1 18.2

General government financial balance (% GDP) -11.2 -9.4 -6.9

Current account balance (% GDP) -5.4 -4.1 -3.3

Source: OECD

Output is projected to stabilise
in 2010 and to edge up by i%
in 20II. The unemployment
rate is projected to decline in
20i l. Headline inflation will rise

temporarily, reflecting higher oil
prices and the increase in value
added tax rates, but is set to fall

to close to zero in 201 1.

The government announced
in May that it was stepping up
fiscal consolidation measures

in 2010 and 2011, which

are projected to reduce the
government deficit to 7% of
GDP in 2011. This substantial

budgetary consolidation should
be implemented. Pension
reform is also necessary to
put public finances on a
sustainable basis. To reduce

very high unemployment,
broad-based labour market

reform is required.

Sweden

Substantial slack

The Swedish economy
experienced a severe recession

in 2008-09. Although activity
is regaining momentum,
economic slack is now

substantial and unemployment
will remain high for some
time. While policy interest
rates are set to start rising
fairly soon, the monetary stance
ought to remain stimulative
for some time.

Fiscal policy is supportive of
demand in 2010 and, together
with specific measures to limit
long-term unemployment,
is mitigating the rise in
unemployment. However,
oncethe recovery becomes
firmly established, fiscal
discipline will be needed in
order to reach the medium-term

budgetary surplus target.
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Population (000s) 2008 9 220

Area (000 sq km) 450

Currency Krona

GDP market value (Billion US$) 2009 399.4

GDP PPP (Billion US$) 2008 340.5

Life expectancy at birth (Women, Men) 2007 83.0, 78.9

Total labour force (000s) 2008 4 898

Government Constitutional Monarchy

% change unless otherwise indicated

GDP growth

2009

-5.1

2010 2011

1.6 3.2

Household savings ratio 11.4 11.7 9.3

Consumer price index -0.3 1.4 2.0

Unemployment rate (%) 8.3 8.8 8.7

Short-term interest rates 0.4 0.4 1.8

General government financial balance (% GDP) -1.1 -2.9 -1.7

Current account balance (% GDP) 72 6.3 7.1

Source: OECD
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Switzerland

Gradual pick-up

Population (OOOs) 2008 7 647

Area (000 sq km) 41

Currency Franc

GDP market value (Billion US$) 2008 500.3

GDP PPP (Billion US$) 2008 329.9

Life expectancy at birth (Women, Men) 2007 84.4, 79.5

Total labour force (OOOs) 2008 4 650

Government Federal Republic

% change unless otherwise indicated

GDP growth

2009

-1.5

2010 2011

1.8 2.2

Consumer price index -0.5 0.9 0.8

Unemployment rate (%) 4.4 4.6 4.5

Short-term interest rates 0.4 0.3 1.1

General government financial balance (% GDP) 0.7 -0.8 -0.5

Current account balance (% GDP) 8.4 9.9 10.2

Source: OECD

Growth is set to pick up
gradually, reaching i.8% in 2010
and 2.2% in 2011, driven initially
by strong external demand
and subsequently by domestic
demand, notably private
investment and consumption.

Unemployment is projected
to decline slowly in 2011 while
inflation is projected to be
less than 1%. Fiscal

consolidation measures at the

federal level are planned for
2011 in order to adhere to the

debtbrake rule. Monetary policy
rates will have to rise gradually
from the end of 2010 onwards.

The risks stemming from a
potential large bank failure
should be further reduced,

including by tightening capital
requirements for the two
big banks.

Turkey
Sharp rebound

The economy has rebounded

sharply since the second quarter
of 2009 thanks to good export
performance. GDP is projected
to expand by 6.8% in 2010
and 4.5% in 2011. However,
job creation will not be strong
enough to absorb the rapidly
growing labour force and
unemployment will rise further.

BULGARIA

Prudent macroeconomic

management helped to improve
domestic and international

confidence. Ongoing progress
in fiscal transparency is expected
to confirm this trend. Labour

market reforms are needed

to preserve competitiveness
and foster sustainable

employment growth.

Population (000s) 2008 74 768

Area (000 sq km) 781

Currency Lira

GDP market value (Billion US$) 2009 615.5

GDP PPP (Billion US$) 2008 991.7

Life expectancy at birth (Women, Men) 2007 75.6, 71.1

Total labour force (000s) 2008 23 805

Government Republican Parliamentary Democracy

% change unless otherwise indicated

GDP growth

2009

-4.9

2010

6.8

2011

4.5

Consumer price index 6.3 9.5 6.6

Short-term interest rates 11,0 7.9 9.7

Unemployment rate (%) 1 V 14.9 15.9

Current account balance (% GDP) -2.2 -4.5 -5.9

Source: OECD
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Non-member countries

Brazil

Brisk expansion

SlGOl'A
COLOMI

^SW^t

Population (OOOs) 2009 191 481

Area 8 515

Currency Real

GDP market value (Billion US$) 2009 1 573.7

GDP PPP (Billion US$) 2008 I 978 '

Life expectancy at birth (Women, Men) 2009 77. 69.4

Total labour force (OOOs) 2008 99 500

Government type edera Republii

% change unless otherwise indicated

Real GDP growth

2009

-0,2

2010

6.5

2011

5.0

Inflation (CPI) 4,3 6.2 5.0

Fiscal balance (% of GDP) -3.3 -0.8 -0.9

Primary fiscal balance (% of GDP) 2,1 3.3 3.3

Current account balance (% of GDP) -1.5 -2.8 -2.6

Source: OECD

The Brazilian economy has
been expanding at a brisk pace
since mid-2009 on back
of booming domestic demand
boosted by massive policy
stimulus. As a result imports
have surged. Domestic demand
could slow somewhat in

coming quarters given a tighter
monetary stance. Subsequently,
infrastructure investment will

help lift growth anew. Inflation
is projected to exceed the mid¬

point of the inflation target
range this year and next.

Reserve requirements have
been increased, and official

interest rates have already been
lifted. The remaining monetary
stimulus injected during the
global crisis should now be
rapidly withdrawn. Temporary
tax cuts for durable goods
consumption have ended, but
spending is likely to remain
firm ahead of the October

election. Withdrawal of fiscal

stimulus as soon as possible
would be advisable; the recent

announcement of spending cuts
to the 2010 Budget is a welcome
move in this direction.

China

Inflation to remain subdued

China's vigorous expansion
continued in early 2010. GDP
growth is projected to exceed
11% this year before slowing to
just under 10% in 2011, as the

impact of the stimulus package
diminishes. With the terms of

trade deteriorating and domestic
demand remaining strong,
the current account surplus
may continue to fall sharply in
2010, to around 2.75% of GDP,
and rebound only slightly in
2011. With food prices easing,
inflationary pressures are likely
to remain subdued.

Overheating has recently started
to become more of a risk.

Measures have been taken to

cool the property market but
it is important to continue to
move towards a more neutral

monetary policy stance. This
would involve some increase in

interest rates and, ideally, greater
flexibility in the exchange
rate regime in order to allow
a gradual appreciation of the
renminbi against a basket of
currencies.

BEIJING

Guangdong,,
- ,:i.; HongKong

Hainan

Population (000s) 2009 I 334/40

Area (000 sq km) 9 597

Currency Renminbi

GDP market value (Billion US$) 2009 4 999.5

GDP PPP (Billion US$) 2008 7 909

Life expectancy at birth (Women, Men) 2008 74.9, 71.4

Total labour force (000s) 2008 776 881

Government type Communist state

% change unless otherwise indicated

Real GDP growth

2009

8.7

2010 2011

11.1 9.7

Inflation -1.8 - 2.4 2.4

Consumer price index -0.7 2.5 2.5

Fiscal balance (% of GDP) -0.9 1.0 1.6

Current account balance (% of GDP) 6.1 2.8 3.4

Source: OECD
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India

Farm output contracts

KASHMIR
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NEW DELHI

Calcutta"
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Nrcobar

Islands

Population (OOOs) 2008 1 148 000

Area (000 sq km) 3 287

Currency Rupee

GDP market price (Billion US$) 2009/10 FY 1316

GDP PPP (Billion US$) 2008 3 359

Life expectancy at birth (Women, Men) 2008 65.2, 62.3

Total labour force (OOOs) 2008 449 888

Government type Democracy

% change unless otherwise indicated

Real GDP growth

2009

6.6

2010 2011

8.3 8.5

Inflation 4.6 7.7 6.1

Consumer price index 12.3 10.2 6.3

Short-term interest rate 4.9 6.5 7.6

Long-term interest rate 7.3 8.0 8.2

Fiscal balance (% of GDP) -11.8 -10.3 -9.5

Current account balance (% of GDP) -3.0 -2.3 -2.8

Source: OECD

Following an uptick in growth
in the first half of 2009, a sharp
contraction in agricultural
output caused by deficient
monsoonal rainfall held back

the momentum of the Indian

economy. Nevertheless, the non-
agricultural sector has continued
to perform well and recent
high-frequency indicators of
activity and business sentiment
suggest that this segment of the
economy is growing robustly.
With agricultural output expected
to rebound sharply, economic

growth should be strong in the
near term before moderating to
around trend rates.

The expected rebound in
agricultural activity should
help limit further increases in
food prices, which have been a
major contributor to recent high
inflation. However, underlying
inflationary pressures are likely
to persist given the strong
outlook for demand. Timely
policy action to limit the
scope for second-round price
increases is therefore required.
Monetary policy normalisation
is also important in light
of relatively modest fiscal
consolidation.

Russian Federation

Unexpectedly strong recovery

Aided by the large rise in oil
prices since early 2009, the
economic recovery is gaining

momentum. Although some
components of domestic
demand have yet to rebound,
they are projected to do so in
the course of 2010 and into

201 1. Inflation has declined

strongly in the last year, but is
likely to move back up slightly
before stabilising. The current
account surplus will widen
in 2010 on account of strong

export prices, but will narrow
again in 2011 as the recover)' in
private domestic demand

gathers strength and as the real
appreciation of the rouble over
the past year boosts import
growth.

The unexpectedly strong
recovery should be used to
eliminate the fiscal deficit more

quickly than previously planned.
Windfall revenues should be

saved and fiscal measures to

support demand phased out
more quickly. As the effects
of the crisis fade, longer-term
policy priorities should be
brought to the fore.
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Population (000s) 2009 '...' 904

Area (000 sq km) 17 098

Currency Rouble

GDP market value (Billion US$) 2009 1 224.9

GDP PPP (Billion US$) 2 687,3

Life expectancy at birth (Women, Men) 2008 74.2, 61,8

Total labour force (000s) 2009 "d58

Government Federation

% change unless otherwise indicated

Real GDP growth

2009

-7,9

2010

5,5

2011

5.1

Inflation 11,7 6.5 7.1

Fiscal balance (% of GDP) -6,2 -5.1 -2.2

Current account balance (% of GDP) 3,8 7.0 5.3

Source: OECD
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Estonia

Leaving a long, deep recession

The economy left a long and
deep recession at the end of
2009 on the back of the recovery
of external demand. After

shrinking 14% in 2009, GDP
will accelerate throughout 2010
and 2011, with growth rates
picking up to more than 4% in
2011. Although unemployment
will remain high at least
until 2011, inflation has come

back much earlier than expected.

The general government
deficit in 2009 came in safely
below the 3% threshold and

«

the government wants to
achieve a balanced budget by
2013. Now that the country
fulfils the economic criteria for

membership of the euro area,
the top policy priority should be
to support the re-employment of
job seekers in the export sector

through structural reforms.
Cyclical revenue increases
should be saved. If euro

adoption takes place in 201 1
measures to keep changeover
price increases to a minimum

should be prepared soon.

FEDERATION

LATVIA

Population (OOOs) 2007 1342

Area (000s sq metres) 45.2

Currency Estonian Kroon

GDP market value (Billion US$) 2007 1 3, l

GDP PPP (Billion US$) 2007 27.7

Life expectancy at birth (Women, Men) 2008 78.73, 67,13

Total labour force (OOOs) 2007 683. 1

Government type Parliamentary Republic

% change unless otherwise indicated

Real GDP growth

2009

-14.1

2010 2011

0.1 4.7

Inflation (harmonised CPI) -0.1 1.5 1.9

Fiscal balance (% of GDP) -1.7 -2.6 -2.5

Source: OECD

Indonesia

Resilient demand

Banda Aceh

.Manado

ftPontianak

PalembangC''"-'-::

JAKARTAH çwasg

' Jayapura '

Population (OOOs) 2009 229 965

Area (000 sq km) 1919

Currency Rupiah

GDP (Billion US$) 2009 540.3

GDP PPP (Billion US$) 2008 907.9

Life expectancy at birth (Women, Men) 2007 72.6, 68.7

Total labour force (OOOs) 2009 113 787

Government type Republic

% change unless otherwise indicated

Real GDP growth

2009

4,6

2010 2011

6.0 6.2

Inflation 4.0 4.4 5.7

Fiscal balance (% of GDP) -1.6 -1.7 -1.3

Current account balance ($ billion) 10.6 1.5 0,5

Current account balance (% of GDP) 1.9 0.2 -0.1

Source: OECD

Resilient domestic consumption
continues to underpin GDP
growth. Investment is picking
up but is still hindered by
high lending rates. With
robust demand for its natural

resources, the resulting
significant currency appreciation
has not prevented exports from
recovering more rapidly than
imports, supporting the trade
and current account surpluses.
Inflationary pressures remain
tame. Activity is projected
to accelerate further on the

back of rising investment and
improving credit conditions.
Interest rate cuts and the other

measures enacted in response
to the global crisis have restored
ample liquidity to the interbank
market. Low inflationary-
pressures may allow the central
bank to delay hiking interest
rates so as to support credit

growth. The state budget is
being revised to reflect
higher oil prices and
inappropriate increases in

energy subsidies. Lacking a
formal mechanism to

adjust fuel and electricity prices,
the budget will continue to be
vulnerable to the vagaries of
global energy prices.
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NON-MEMBER COUNTRIES

Israel

Close to potential in 2011

Recovery from Israel's relatively
mild downturn is under way,

and growth should be close to
potential by the end of 201 1.
Annual inflation is set to

fall in the near term, but

market expectations point to a
subsequent rise to within the
upper half of the Bank of Israel
(Bol)'s 1-3% target band.
With several rate increases

already in hand, the case
for currency purchases is

weakening, and the Bol should
look towards officially ending
them. The achievement of fiscal

targets for 2010 looks
reasonably assured. The
government should focus on
achieving its deficit target for
2011, if necessary through
smaller expenditure increases
than those implied by its
spending rule, or through
delaying tax cuts.

Tel Aviv-Jaffa :

JERUSALEM
GAZA STRIP

EGYPT

L
Population (000s) 2008 7 374

Area (000s sq km) 22.1

Currency New Israeli shekel

GDP market value (Billion US$) 2009 194.8

GDP PPP (Billion US$) 2009 207.2

Life expectancy at birth (Women, Men) 2008 83, 79.1

Total labour force (000s) 2009 3 013

Government type Parliamentary democracy

Note: The statistical data for Israel are supplied by and under the responsibility of the

relevant Israeli authorities. The use ofsuch data by the OECD is without prejudice to

the status of the Golan Heights. EastJerusalem and Israeli settlements in the West

Bank under the terms of international law.

% change unless otherwise indicated

Real GDP growth

2009

0.7

2010

3.8

2011

4.2

Inflation 3.3 1.7 2.6

Fiscal balance (% of GDP) -5.8 -5.0 -4.7

Current account balance (% of GDP) 3.8 2.5 2.3

Source: OECD Economic Outlook 87 database and Israeli Central Bureau of Statistics

Slovenia

Export rebound

Population (000s) 2008 2 021.3

Area (000s sq metres) 20.3

Currency Euro

GDP market value (Billion US$) 2009 48.6

GDP PPP (Billion US$) 55.2

Life expectancy at birth (Women, Men) 2008 82.6, 75,5

Total labour force (000s) 2009 1042

Government type Republic

% change unless otherwise indicated

Real GDP growth

2009

-7,8

2010

1.4

2011

2.4

Inflation (CPI) 0.9 1.9 1.3

Fiscal balance (% of GDP) -5.5 -6.0 -5.3

Source: OECD

Recovery began in the second
half of 2009, underpinned by a
rebound in exports. The pace of
growth should pick up gradually
through 2010 and 2011 as the
forces constraining domestic
demand recede. Although
the unemployment rate has
stabilised in recent months,

further increases are likely later

in 2010 as government short-
time work measures are phased
out. Inflation is likely to remain

moderate owing to the large
slack in the economy.

The budget deficit was 5.5% of
GDP in 2009 and is expected
to reach 6% in 2010. From

2011, with the recovery firming,
more effort will be necessary

to restrain government

expenditure growth and
implement structural reforms
to the pension and healthcare
systems. The government
agreed to a substantial increase
in the minimum wage in
2010, which is likely to weaken
competiveness and the
economic recovery.
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South Africa

World Cup boost

Growth has resumed, and will

receive a temporary boost from
the World Cup in mid-2010. The
projected growth rate of 5% in
2011 will be above potential,
but a negative output gap will
remain. The current account

deficit is likely to widen, as
imports will grow faster than
exports, but not to pre-crisis
levels.

The slowdown in inflation, the

strength of the currency and the

significant slack in the economy
suggest that there may be room
for an additional policy rate
cut from the current level of

6.5%. Such a move should be
weighed against still elevated
inflation expectations, reflected
in surprisingly high wage
settlements in 2009. As the
recovery gains strength, fiscal
consolidation should advance

at least in line with the plans
outlined in the 2010/11 budget.

BHSmr-
k m '

!» H

5 'w

Population (OOOs) 2009 49 320

Area (OOOs sq km) 1221

Currency Rand

GDP market value (Billion US$) 2009 285.4

GDP PPP (Billion US$) 5076

Life expectancy at birth (Women, Men) 2009 57.2; 53.5

Total labour force (OOOs) 2009 17 383

Government type Republic

% change unless otherwise indicated

Real GDP growth

2009

-1.8

2010

3.3

2011

5.0

inflation 7.1 5.3 5.2

Fiscal balance (% of GDP)' -6.7 -6.1 -4.7

Current account balance (% of GDP) -40 -4.9 -5.5

1. Data refer to fiscal years starting in April.

Source: OECD

These country snapshots were
brought to you courtesy
of the OECD Economic Outlook,

No 87, May 2010.

The full edition contains more complete analysis and

background, as well as a special focus on the crisis. It is

packed with useful graphs and statistics from the
OECD's renowned databank.

Order the OECD Economic Outlook now at

www.oecd.org/bookshop

or by contacting sales@oecd.org

or by using the order form in the books
section of this edition.

Note about the OECD Observer snapshots: All GDP values in the tables are at

current market prices and adjusted for purchasing power parities, based on the US.

Data in the lower tables come from the OECD Economic Outlook preliminary

edition. For the upper tables, sources include OECD in Figures, OECD Main Economic
Indicators and other sources.
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The Port of Mertert

Located on the municipalities of Mertert and Grevenmacher

on the left bank of the Moselle, the Port of Mertert has a

total area of 65 hectares. Both docks along the port basin,

on which are installed 1 0 rolling cranes with a lifting force of

1 2 to 35 tons, have a total length of 1 ,600 meters. The

transshipped products are mainly steel products upon

arrival and departure of Arcelor-Mittal plants installed in

Luxembourg, petroleum products, coal, agricultural

products and construction materials.

During all the years of its existence the Port of Mertert

has made the economy of Luxembourg benefit from

competitive transshipping prices and proper service. It also

managed to defend the interests of inland water transport

whose qualities do not need to be praised (environmental

protection, reliability, safety, etc.).

Inland water transport ensures a high degree of safety,

especially for the transport of dangerous goods. Finally, it
contributes to disburden overloaded road networks in areas

with high density.

In front of the backdrop of the ideal strategic location of the

Port of Mertert representing a unique site in Luxembourg

comprising the three transportation modes and allowing a

transshipment from river, rail and road, the company of the

port with the support of the Ministry of Sustainable

Development and Infrastructure, together with their

handlers, expends every means at its disposal to ensure the

sustainability of the Port of Mertert. Thus, it is particularly

foreseen to expand the tracks of arrival and departure of

4 railroads, increasing to 8 the number of available tracks.

In parallel the connection of the shunting tracks with the

tracks of arrival and departure will be achieved through

double tracks. In a nutshell,

"The Port of Mertert is designed to meet the needs of the

development of the economy of Luxembourg. Connections

by river, rail and road contribute to its proper insertion in

the trans-European transport networks. "

Société anonyme

Direction du Port

L-6688 Mertert Tél. 74 04 64 Fax. 74 04 64 30

info@portmertert.lu
www.portmertert.lu

Luxport S.A.
Société de manutention portuaire

Port de Mertert

Tél. 74 96 10-1 www.luxport.lu

TANKLUX S.A.

Transbordement, stockage et transport
de produits pétroliers

Port de Mertert

Tél. 74 05 81 -74 06 81 Fax. 74 90 35

: ' '



Advice for Britain

s

©

Prime Minister Cameron (left) and Deputy Prime Minister Clegg wave on the steps of 10 Downing Street, May 2010

Remember New Labour? The election

triumph ofTony Blair's Labour Party in
1997 captivated the world. The British

economy had started to recover at the time,

at least according to the economic data.

The outgoing Conservative Chancellor of

the Exchequer, Kenneth Clarke, pleaded

that "the feel good factor" would soon

follow. But the people wanted change and
swept Labour to victory.

Now, 13 years later, Mr Clarke is back in

government, this time as lord chancellor

and secretary of state for justice Again, a
recession weary electorate wanted change,
and change they got when David Cameron
took over as prime minister at number 10

after another captivating general election
this May. Mr Cameron is the youngest prime
minister in nearly 200 years, while the

Conservative-Liberal coalition government

he leads with deputy prime minister, Nick

Clegg, is the first full coalition in the UK
since the Second World War.

The economic landscape could not be
more different this time either. Britain's

economy has been struck hard by the
crisis, with a burgeoning fiscal deficit,

rising unemployment and deep market

uncertainty.

Thankfully, the UK's GDP is now rising,

albeit slowly-the OECD forecasts growth

of 1.3% this year, firming to 2.5% in 2011;

these are about average for the EU, but lag
behind the US and Japan. More effort is
needed to shake off the crisis, and that, the

new government realises, means reform. A

compact new OECD report entitled United

Kingdom: Policies for a Sustainable Recovery,

issued in July, offers some useful guidance.

As Secretary-General Angel Gurria puts

it, the challenge is to build a new growth

model based on the country's exceptional

economic and social strengths, and that

demands a strategy "to instil confidence and

boost growth".

The OECD report sets out a series of action

plans based on its knowledge of the UK and
experiences from other countries. The plans
cover everything from financial markets and

tax policies, through innovation and green
growth, to education, employment and

health care. Action plans are drawn up for

governance and regional policy too.

Take financial markets for instance. The

City of London is one of the most powerful,

fast-growing financial centres in the world,
with banking assets over five times UK

GDP. But with such a global industry,

policymakers have traditionally been

wary of regulation that might undermine

its competitiveness and see talent, and

business, leaking abroad. But now, the

crisis has underlined how important sound

regulation and supervision are for financial

institutions and the economy to thrive.
The OECD report offers several

recommendations, including strengthening
capital adequacy standards to ensure banks
have a cushion for risks to be undertaken,

and requiring banks to hold enough capital

for off-balance sheet risks. A leverage
ratio should be a primary tool, argues the
report. Also, there should be a "firewall"

between higher risk investment banking
and commercial banking, the report says,
and it also emphasises the need to promote

consumer protection through education.

In fact, education is one area the report

would like to see more action, not just

to improve value for money but to boost

student performance. Perhaps the biggest
challenge, the authors say, is to reduce
the proportion of pupils leaving school

without qualifications. Roughly a quarter
of the country's 15-19 year-olds are not in

education, compared with an OECD average
of 16%. Among the recommendations
the report emphasises simplifying and
stabilising vocational education and

training, to enhance employer engagement
and provide an attractive option for
students to stay on.

Education underpins innovation, which, as

the report notes, was behind most labour

productivity gains in the UK in recent

years. Interestingly, the UK performs pretty
well in scientific research and learned

publishing, and in attracting venture capital.
But it should do better in transforming this
know-how into productivity, and for this, the
markets should be made to work better at

rewarding innovators, the report says.

The OECD report does not claim to be
armed with silver bullets for what are, after

all, complex challenges in a major economy.
But it nevertheless contains useful policy

pointers for restoring long-term growth, and

who knows, perhaps "the feel good factor", too.

United Kingdom: Policiesfor a Sustainable
Recovery, is available free online at
www.oecd.org/uk
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Desde el 6 de septiembre, 7 vuelos directes
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CHILE SPECIAL FOCUS - Interview

& Hi

Interview

with Chile's Finance Minister,

Felipe Larrain
OECD Observer: How has the recent

earthquake affected Chile's economic

prospects in an already difficult global
situation?

Felipe Larrain: The macroeconomic situation

prior to 27 February was characterised by

increasing economic activity and a higher-

than-expected expansion in Chilean demand.

In fact, the post-crisis economic recovery by

the end of 2009 was faster than expected.

The recovery was bound to continue over

2010. The country's productive stock of

capital suffered greatly as a direct result

of the disaster, which affected the proper

functioning of the entire economy. We

estimate national infrastructure damages at

$21 billion, of which some $10.6 billion to

public infrastructure.

In the short term, a lower level of economic

activity is expected, particularly in the

manufacturing industry that was exposed

to the area of the disaster. We also forecast

a temporary scenario of higher inflation

resulting from problems in the production and

distribution of goods.

How has the disaster influenced policy?

The government is considering a

reconstruction plan with an estimated cost

of $8.4 billion that should come into effect

in the next four years. This will be financed

by sources such as budget reallocations,

transitory and permanent tax modifications,

the sale of dispensable assets, external and

internal debt, and using the Economic and

Social Stabilisation Fund.

Despite these unforeseen policy changes, we

remain confident in our ability to accomplish

the government programme, which requires
an additional $9.3 billion. These resources

will basically go towards:

i. Achieving an average growth rate of

6% for 20 10-20 14

ii. Creating one million new jobs during

the same period

iii. Beginning to win the battle against

crime and drug trafficking

iv. Defeating extreme poverty by 2014 and

eradicating poverty by 2018

v. Improving education and job training

vi. Improving the quality of healthcare

vii. Establishing a powerful public policy

for small and medium enterprises,

enabling them to grow, develop and
access new markets.

What would you say to reassure investors?

First, we reiterate our commitment to raise the

annual rates of growth to an average of 6%

over the coming four-year period.

Second, that the lower level of economic

activity we have perceived as a result of

the earthquake is normal and transitory.

Investment projects will soon start to

materialise, and the reconstruction efforts

should help domestic demand to recover.

Moreover, we can expect higher productivity

due to the replacement of lost capital.

Third, our fiscal policy will continue to

preserve macroeconomic stability. Chile's

public sector is a net creditor abroad, in excess

of 10% of GDP, and the deficit will be below

2% of GDP this year, despite the earthquake.

We also expect inflation to converge to

3% by the end of this year. The exchange

rate should also remain stable given that

the reconstruction plan considers several

financing flows, which inhibits significant
effects over this variable.

In sum, the fulfilment of the reconstruction

plan and of the government programme is

expected to achieve structural fiscal balance

by the end of the current administration, and

the reconstruction efforts should boost the

economy's return to a vigorous growth path

during the second semester of 2010.

What difference do you think OECD

membership will make to Chile's economy?

Sitting at the same table as countries that have

implemented successful policies will allow us

to learn. For instance, some OECD members

are leaders in technology-intensive industries,

and their experience will help us improve our

competitiveness and productivity; others are

experts in managing natural disasters.

As an OECD member. Chile will be subject

to peer reviews that will help us assess

our policies in areas such as education,

innovation, economic and territorial

development, and public governance.

We see the OECD as a club of "good

practices", and to those practices we expect

to converge.

What contribution do you believe Chile can

bring to the organisation?

We can bring the fresh perspective of a middle

income country on global problems. We will

share our successful experience on pension

reform, trade liberalisation, public finance

management and bank regulations.

We hope to learn from others and to contribute

to the group as a whole. Chile will work along

with OECD members in finding solutions

to key social, economic and environmental

challenges.

This interview originally appeared in the

OECD Observer No 279 May 20 1 0.
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Still on track
Chile's accession to the OECD marks a leap forward for its economic

prospects. The terrible earthquake is unlikely to dim the country's prospects.

Wi
f hat a year of mixed fortunes it
has been for Chile. First, the

year started in confidence as the

country signed the accession agreement to

join the OECD. Becoming the first South

American member of this organisation is a

seal on several years of economic and social

progress, not to mention hard work, and was

greeted with pride by many Chileans. But

then in February, a tragic earthquake struck,

rocking the economy and public confidence
as well.

The earthquake hit Chile in the midst of

a strong recovery. Output growth had

been running at rates around 7%, and

unemployment was declining.

Now, three months after the earthquake, the

question is to what extent the economy has

been affected. The answer, fortunately, is

far more positive than many people feared.

Indeed, economic activity is likely to be

only slightly affected over the year as a

whole. Output and employment probably

suffered in the weeks following the disaster,

but a reconstruction-led rebound is now

expected. The most affected regions, which

were temporarily cut off from the rest of the

country by the disaster, are relatively remote

and sparsely populated. True, they account for

roughly a quarter of industrial and agricultural

production, and their output and exports are

likely to have taken a severe hit. However,

reconstruction efforts should boost private

and public investment from the second half of

this year. The government plans to augment

already generous depreciation allowances

to further support private investment and

provide subsidies to repair damaged housing.

Exceptionally low policy interest rates,

currently at 0.5%, and high public spending

on reconstruction should bolster a recovery.

Unemployment, which edged up after the

earthquake, will resume its downward trend

too. Meanwhile, Chile's mining sector

continues to thrive, with high copper prices

set to boost export revenues.

Diverse economy

Gross domestic product by sector of the economy

Chile and the OECD: Improving Together
"The "Chilean way" and its expertise will enrich the OECD on key policy issues. Chile has

been embarked on a continuous effort to reform its economy. Over nearly two decades it has

developed a strong set of democratic institutions, and it has succeeded in combining robust

economic growth with improved social welfare. This experience will be an asset for the OECD

as we try to address common issues such as inequality or the coverage and viability of

pension systems. [...]

Now is the time to write a new chapter on global economic governance and international

co-operation. It is time to build a stronger, cleaner and fairer world economy. It is time to

identify and promote new sources of growth, pursue new ideas for innovation, develop

a new agenda for jobs, take steps to reduce inequalities and promote new green-growth

strategies. The OECD is honoured to embark on this new endeavour with Chile as a new

partner and member country.!...]

Gabriel Garcia Marquez once said, "It is not true that people stop pursuing dreams because

they grow old, they grow old because they stop pursuing dreams". Chile is a young country

and the OECD is a young organisation: let's pursue our dreams together!!...]

Chile became a member of the OECD in May 2010. This is an extract of a speech by OECD Secretary-General

Angel Gurria delivered in Santiago, Chile, 1 1 January 2010, following the signing of the agreement on the

terms of accession. For the full speech, see www.oecd.org/speeches.

Agriculture and
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Personal services
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Communications
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Transportation J RetaiUestaurantS|
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Electricity. Gas,
Water

5%
Construction

8%

Source: CORFO. INE Chile Statistics

The damage done to infrastructure could

amount to around $20 billion, around 9

billion of which would need to be financed

by the government, according to official

estimates. That is about 5% of GDP, but the

country is in a good fiscal position to confront

this challenge thanks to its erstwhile fiscal

rule which helped it put away a good part of

the revenues it earned from the copper price

bonanza. Meanwhile, central government debt

stood at just 6% of GDP at end 2009. Assets

accumulated in the Fondo de Estabilizaciôn

Economica y Social (FEES), the sovereign

wealth fund, are of the same order, even

after the government had used some of them

to finance revenues shortfalls and the fiscal

stimulus related to the recession in 2009. So,

despite the costs of reconstruction, the budget

deficit should nevertheless diminish as copper

prices rise and revenues rise on the back of

the recovery. The government also plans to

introduce some temporary tax increases in

201 1, which it can afford to do, since tax rates

in Chile are comparatively low. Meanwhile,

the decision to use a mix of instruments to

finance the deficit will limit any drawdown

from sovereign wealth funds, thus limiting

pressure on the exchange rate.
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Benchmarking of South American countries
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The Economist

Chilean economics

OECD's 2010 survey of Chile's economy focuses on

four key issues currently challenging Chile: overcoming

the crisis; strengthening fiscal policy; fostering productivity

growth, and improving the quality of Chile's schools.

The survey finds that Chile is now emerging from the crisis
and that the financial system has held up well, but that

some areas of regulation and the fiscal framework need to

be strengthened.

www.oecd.org/bookshop

So much for 2010, but what about the long

term? Policies on competition, innovation

and education will be determining factors.

Competition is comparatively weak in Chile

but this is likely to change, thanks to recent

reforms to boost the investigative powers

of the National Economic Prosecutor,

and increases the level of fines for cartel

infringement. This well-designed reform

must now be fully implemented. This

means making sure the National Economic

Prosecutor has the resources it needs to

cope with a likely increase in caseload,

and reinforcing deterrence measures by

making price fixing a criminal offence,

as the government intends. The current

maximum fine remains too low to deter large

corporations from cartel behaviour. In fact, the

authorities should really consider linking the

maximum fine to sales on the relevant market.

As for innovation, until recently, the policy

framework focused on basic research in public

institutes and universities, but the private

business sector's propensity to innovate was

low by OECD standards. The authorities have

taken several measures to improve industry-

science relationships to make scientific

research more market-relevant. Among other

measures, they introduced an R&D tax credit

that encourages firms to work with research

institutes, and they strengthened funding

mechanisms that require matching public

grants with funds from private businesses. The

authorities have also started to move away

from a narrow focus on R&D to support all

forms of innovation, both in technology and in

non-technological areas such as organisational

change, by broadening the support

programmes of the economic development

agency. Such efforts should be continued.

These are just some of the priorities Chile

should address as it seeks to strengthen its

economic performance; a fuller account

can be read in our economic survey (see

reference). In 2010 Chile's economy took a

terrible body blow, but is already showing

resilience in the face of that tragedy. At the

OECD the country will also find the support

of new like-minded partners ready to help

it go the extra mile. If it perseveres with the

right policies and approach, Chile's long-

term prospects will be bright indeed.

OECD (2010), Economic Survey of Chile, Paris
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Investors at the door
Chile's accession to the

OECD should have a

positive impact on foreign
direct investment.

Chile is preparing for an onslaught

of fresh foreign direct investment,

explains Liliana Machiavello, the head

of Cinver, the Chilean investment agency.

"There are several growth factors. Joining

the OECD is certainly one factor, since

this sends a signal of stability, of financial

transparency, and of orientation toward the

global economies."

Inbound FDI into Chile amounted to nearly

$13 billion in 2009, illustrating the country's

ability to pull beyond its weight. Brazil,

a country almost ten times Chile's size in

terms of GDP, attracts only about twice the

FDI amount annually. "This growth stems

from several hot industries," supports Juan

Cornejo of KPMG. "The earthquake has

created strong demand for infrastructure

projects, and not just replacement of

residential or commercial real estate; there

are also big needs in the transport sector. Our

airports and harbours need expanding."

"Mining will also reap it fair share of

investments," explains Danilo Torres of

Sonami, the mining association. "For the

2009-2017 period we expect investments of

roughly S45.4 billion, and much of this is

from international mining giants."

What attracts investors to Chile?

Inbound FDI does benefit from some tax

advantages, but Juan Cornejo of KPMG is

quick to point out that tax advantages are

not the key. "The key success factor for

foreign investors in Chile is quite simply

the good returns on investment. Repeat

investors account for a large portion of

investment. Once a company has had a taste

of Chile, it wants more. The good returns

can be explained by our stability, our good

workforce and the overall growth in Chile."

Authorised inbound investment

12,000

10,000

Straightforward taxation

"Our taxation system is simple and

straightforward," explains Juan Cornejo.

"Chile is now converting to IFRS

(International Financial Reporting

Standards), although many companies with

foreign subsidiaries or shareholders have

already made that leap."

One peculiarity of the Chilean tax system

is its dual levels: firstly, at the entreprise

level, there is a statutory 1 7% corporate tax;
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thereafter, non-domiciled and non-resident

shareholders and partners are subject to a

35% withholding tax on their Chilean source
distributions or remittances but receive an

18% credit for payments of the 17% statutory

corporation tax. This re-investment incentive

means that some companies benefit from a

low 1 7% rate.

"Compared to other South American

countries, Chile has a clever and simple tax

system that is investor-friendly," concludes

Pablo Greiber of Ernst & Young. Refer to

the table for a quick synopsis of the main tax

rates that apply in Chile.

Earthquake in taxes

The earthquake of late February has turned

attention to taxes again. Though nothing

has been passed. Pablo Greiber outlines a

working hypothesis whereby corporate

taxes for large enterprises could temporarily

rise to 20% in 201 1 , to then progressively

drop back to their 17% level in 2013.

Similarly, since mining accounts for a large

proportion of fiscal revenues, the royalties

on mining operations (currently 5% based

on operational rents) would be modified.

"The working hypothesis is of progressive

rates from 3.5% to 9%, based on the

mining company's production volume,"

he adds.

OECD impact

"We are big fans of Chile's OECD

membership. In the long run this

should enable Chile to improve tax and

governance practices. The best standards

will be applied. This will make foreign

Main taxation forms in Chile

Tax type Indicative rate

First category tax (corporate income tax) ' 17% 2

Mining royalty From 0.5% to 5%

Second category tax (employment tax) From 0% to 40%

Global complementary tax (taxes on Chilean resident individuals) Up to 40%

Value added tax (VAT) 19%

Stamp tax Normal: from 0.1% to 1.2%

Donation and inheritance From 0% to 25%

Real estate tax 1% to 1.2%

Municipal license From 0.25 % to 0.5% with a cap of ca. $320l< 3

1 Corporate tax is allowed as a tax credit against final taxes (Additional tax or Global complementary tax)

2 The current government announced that a project bill that includes a temporary increase of the corporate tax. The current 17% corporate tax

would be changed as follows: 20% during 2011 and 18.5% for 2012. On 2013 the tax rate would return to 17%.
3 The cap Is 8. 000 Undades be Fomenta Source: KPMG Chile, CORFO

Easy and clear taxation
Chile's tax structure

recognises various

benefits and advantages

for foreign investors, as

explains Gustavo Cuevas

from Cuevas Abogados:
"There is no taxation of

capital dividends between

companies; the tax relative '
to the benefits are taken

from limited partnership is

not due if proceeds are reinvested within twenty

days; and the VAT credit applicable to exports

from Chile is easily recoverable within five work¬

ing days."

According to Mr. Cuevas, Chile is interesting not

only for its domestic market, but also to adminis¬

trate business in other Latin American countries.

"Chile grants legal security, an open economy, gov¬

ernment support, and a modern financial system,

among other conditions to the foreign investor," he

boasts. "Companies that use Chile as a business

platform (e.g. regional HQs) can administrate

investments in other countries, without paying

Chilean income taxes on profits those investments

generate, benefited by International Trade and

Double Taxation Agreements subscribed by Chile."

investors more comfortable. I predict

foreign investment arriving in mining, in

infrastructure and in service companies,"

enthuses KPMG's Juan Cornejo.

Another effect of the OECD membership

will be to facilitate Chile's conclusion of tax

treaties. Chile has already prepared the treaty

with the USA, and other countries are soon

to follow. -

- Commercial and Corporate Services

- Finance and Foreign Investment Services

- Merger and Acquisition Services

- Property Services

- Labour and Employment Services

itigation, Arbitration and Court Mediation Services

Cuevas Abogados
www.cuevasabogados.cl
Tel + 56 2 374 2072

cuevasbogados@cuevasabogados.cl

/T

CUEVASQABOGADOS
Member of Pragma international network of law firms

aa&G ma
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Less oil, more water
Chile has to deal with a lack of fossil fuel resources -

hydropower is one renewable solution being deployed

Chile's limited domestic energy resources
do not suffice to meet its domestic

demand. In 2007, three mostly-imported

thermal energy sources (oil, coal and natural

gas) accounted for over 70% of primary

energy consumption. Wood and hydropower

contributed less than 30% (see chart).

The deficit is most glaring in crude oil. In

2008. Chile produced only 1 1.000 barrels

per day while consumption required

298,000 bpd. While the majority of oil was

historically imported from Argentina, Brazil,

Angola and Nigeria, state-owned ENAP is

now tapping new supply sources such as

Colombia, Ecuador and Egypt.

Given the oil deficit, alternative types of

energy supply had to be sought out. Natural

gas was a logical candidate. Up to 2004,

Argentina was a major and reasonably reliable

supplier. But when Argentina imposed export

restrictions for three straight years, Chile

searched for alternatives. One solution has

been a $1.1 billion liquefied natural gas

terminal at Quintero Bay (see box).

Coal presents a picture not unlike that of

oil. Annual production in 2007 of 66 1,000

short tons fell far short of consumption at

6.6 million short tons. Electricity companies

have turned to coal-fired plants in the wake

of the gas problems with Argentina. Coal is

Gross consumption of primary energy
(2008, petacalories)

Hydraulic
8%

Natural gas
10%

^B

Coal À
18% ^fl

Source: Energy Informalion Adminislration (EIA)

also easy since Chile is not required to reduce

CO, emissions by the Kyoto Protocol.

Among renewable energies, hydropower is

an attractive source that Chile is beginning to

capitalise on. Chile's two largest generators,

Endesa and Colbun have created a joint

venture, Hidroaysen, with a planned capacity

of 2,750 MW. Due for completion in 2018.

this $3.2 billion project will provide energy

for the equivalent of 10 million Chileans or

six thermal power facilities. Hydropower

fits in well with the Clean Development

Mechanism of the Kyoto Protocol.

Chile is also beginning to play the wind

energy card. Chile currently counts three

farms with 58 MW of capacity, but nearly

500 MW of additional capacity is planned.

Chile is already famous for its wines.

Hopefully, its two other Ws, water and wind,

can help it reduce its energy imbalances. -

Floating gardens
When Argentine gas supplies ceased, Chile turned to gas from

other sources, and asked Tractebel Engineering to show some
innovative stuff

"Mother Nature was unfair in her distribution of underground riches. Chile

ended up with copper, lithium and molybdenum, but little gas," explains

Henrique Trinckquel, the general manager of Tractebel Engineering Chile, the

division of the giant Belgian engineering company.

So Chile consumes quite a bit of liquid natural gas (LNG) to fire up some

its power plants, thus providing the 13,000 MW of required electric power.

"Chile required some innovative solutions to store the LNG whilst the

construction of permanent structures were completed."

"Our horizons in Chile are wide," beams Flavio Campos, the head of Tractebel

Engineering's operations in Latin America. "The Chilean authorities have

promoted laws that enforce the introduction of renewable energy, with 5%

and 10% quotas set for 2010 and 2014 respectively."

So what happens to the floating LNG facility when the permanent structure

is completed? "No worries for us," reassures Mr. Trinckquel, "We have one

hydro-power plant being built on the Laja river in southern Chile and two

thermal plants in the Mejillones area." Mr. Campos adds: "We are also very

active in electric sub-stations and energy transmission system technologies.

These will become more important as Chile diversifies into wind and solar

power and produces fluctuating amounts of energy."
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Clear water
The Chilean government relied on private sector investment to freshen up the
national water infrastructure and introduce better waste water treatment

T!
({ I he situation in the late 1990s was

a bit tricky," explains Gonzalo

Cordua, the general manager of

Nuevo Sur, the fourth largest water operator in

Chile. "We rely on fruit and agriculture exports

for a substantial part of our economy, yet some

of these trees and vineyards were drinking

water from rivers that did not necessarily pass

through waste treatment plants. It would have
been a matter of time before health concerns

arose and alarms went off."

Nuevo Sur - and its bigger sisters in the

wastewater treatment universe (see table)

- obviously benefited from Chile's water

Thirsty plants

Water consumption by sector, 2008

Drinking water

4% Mining
7%

Flush with ideas

For Nuevo Sur, some of the innovative projects lie in the vast Chilean 'outback' - be it the deserted

north where much of the mineral wealth is concentrated, or in the low-density areas of the south,

where farms, camps and military bases provide unusual challenges. "We are investigating how to

replace the chemicals used in porta-loos with more environmentally friendly solutions," explains

Nuevo Sur's Gonzalo Cordua. "R&D projects are underway with universities in Finland and Chile."

For Essbio general manager Eduardo Abuauad, growth will come from demographic expansion and

also from some innovative challenges: "We are researching how to apply the same technology used for

urban areas in smaller contexts, namely towns and villages in remote zones." Until now the threshold

size to justify a wastewater treatment plant was 10.000 inhabitants. Essbio is trying to reduce the

threshold to 2,000 people.

Furthermore, water companies that until now focused on wastewater treatment are also exploring

other waste treatment areas, namely for industry.

privatization scheme. "In 1998 we had only

1 6% of our waste water being treated,"

explains Magaly Espinosa, the head of the

Superintendencia de Servicios Sanitarios

(Superintendence of Sanitation Services).

"Ten years later, in 2009, we have 96% of

water treated, through a network of 21 1

treatment plants throughout the nation. This

cumulative investment of ca. $3 billion is

something that the Chilean government did

not want to pay from its pocket."

The water privatization went through some

initial bumps. During a first phase in the

1980s, the smaller public utilities were

regrouped into larger public entities. With the

creation of the SISS, a powerful regulatory

Liquid currency

Top five water companies in Chile, 2009

Name Ownership Client base

(2009, 'OOOs)

Revenues

(2008, $ M)

Aguas Andinas Agbar-Suez 1,550 380

Essbio Ontario pension fund 665 150

Esval Ontario pension fund 530 130

Aguas Nuevo Sur Essbio 220 50

Aguas Araucania Santander 195 45

body was created, to oversee the soon-to-be-

privatized regional service providers.

In 1998, further reforms were passed, in two

forms: firstly the sale of up to 65% of the

assets of existing water utilities; secondly

the granting of concession contracts via

build-operate-transfer (BOT) agreements

running for 30 years. Given the public outcry

at the sale option, as of 2001 the government

preferred the long-term concession route.

"The privatization model that we use in

Chile has proven very effective," explains

Eduardo Abuauad, general manager of

Essbio. "After the terrible earthquake, it

will have taken us only 40 days to restore

100% of water distribution capacity. We

have had much faster reaction times than was

previously the case."

"We have come a long way, and even though

94% of Chilean water production is in private

hands, we have made great environmental

progress. Our next steps will be to expand our

rural water program and confront challenges

in finding new groundwater sources and new

water desalination investments, namely in the

dry northern areas of the country," concludes

Magaly Espinosa.
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Traditional backbone
Mining still accounts for 1 6% of the Chilean economy, but its importance fluctuates

with commodity prices. Will new higher-value minerals change the equation?

Chile can be thankful for its

underground wealth. Although mining

represents a smaller share of the

country's overall economy (in terms of GDP)

than ten years ago, that is not a reflection on

a dwindling mining sector, quite the contrary.

Mining is growing in size, as new mines open

to exploitation and extensions of existing

mines are planned. Exports of minerals grew

almost four-fold in the past ten years, to

reach $30.8 billion in 2009.

Chilean miners have been digging for gold

since 1530 or earlier, but industrial mining

activity has seen an explosion since 1974,

when Decree Law 600 gave the private

mining sector free wing. Over the past three

decades, private copper production has been

multiplied over 25-fold, and now accounts

for 72% of total Chilean copper production.

Copper is still the king of the Chilean

minerals. Chile has an estimated 33% of

worldwide copper reserves, and supplies

over 35% of global mined copper. Every

year, about 5.5 million tons of copper are dug

out of the ground, typically from open- sky

pits, mostly located in the country's desolate

northern reaches.

Mostly copper
Chilean mineral exports, $ billions, 2008

Silver Lithium Other

Nitrates 50.3 s&l j&i

Digging deep

Main mining companies in Chile

Company name Year founded 2009 Revenues

($ Mitl)

Ownership Employees

Codelco 1955 14,300 Government 17,880

Antofagasta 1888 2,963 Private 4,005

BHP Billiton 1895/1860 44.113 Private 38,267

Rio Tinto 1873 44,036 Private 35.000

Xstrata Copper 1926 23,530 Private -

CAP 1988 2,600 Private -

Yet copper is not the only ace up Chile's

sleeve. Although copper represents 87% of

Chile's mineral wealth (see chart of exports).

Chile also produces good quantities of

gold and silver (as by-products of copper

production), as well as one quarter of all

molybdenum production. Furthermore,

Chile is the only world producer of natural

nitrates, and supplies more than 60% of the

world's iodine and more than 45% of all

lithium carbonate.

Although state-owned Codelco is the largest

Chilean copper producer, many foreign

mining companies have forayed into the

Source: CORFO. INE Chile Statistics

market, including Australian giants BHP

Billiton and Rio Tinto, and UK-linked Anglo-

American and Xstrata. Private mining now

represents 72% of the country's production.

According to Sonami, the agency that

oversees mining in Chile, a total of $45.4

billion in mining investments is on the

blackboard until 2017. These investments

cover all links in the value chain. Some are

for upstream geological exploration for new

sites. Others are for expansion of existing
mines. Yet others are for downstream

infrastructure in smelting or in export

facilities, namely harbors.

total = S30.8 Billion

Source: Central Bank Chile/SONAMl

Recession-proof and sustainable growth
For Christian Thiele, the general manager of Minera Esperanza, the rough conditions of the northern

Atacama desert of Chile may seem comfortable compared to the challenges he faced on the gigantic

Minera Esperanza project. "Just imagine trying to raise $2.3 billion in the middle of the worst recession

and the depressed copper prices of 2007-2008. If those financial hurdles are not enough, then add

the engineering feat of getting saltwater from the Pacific across 150 kilometres of desert to be used

in Chile's second largest mine."

"But what I am probably most proud of is the manner in which we approached the sustainability

aspects of the project," pursues Thiele. "Here three challenges were foremost. The use of seawater

means that none of the precious groundwater is used up. Then, our tailing system avoids infiltration

into the soil. Lastly, we have a strong local commitment. The closest town, Sierra Gorda, has

3,500 inhabitants. We'll be adding 1,500 full-time employees at the mine. We are providing career

chances on priority basis to local inhabitants."

No wonder this project won several awards for its project finance and sustainability aspects.
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Ante up

Principal mining investments in Chile, projected 2010

Investment Company name Amount ($M)

Diverse Codelco 12,000

Cerro Casale Barrick Gold 3,650

Escondida Desalination BHP Billiton 3,500

Escondida Phase 5 BHP Billiton 3,250

Collahuasi extension Anlgo American Chile 3,200

Although the copper price is the

barometer for new investment, the

stability of the Chilean market -

especially compared to its neighbors to

the north and east - makes it a long-term

magnet. . . as long as Asian markets

display their appetite for raw materials.

Value chain movement

Will Chile move down the value chain

in mining? "One of the issues we face is

that important end user markets such as
China and India have made very substantial

investments in copper smelters, and so they

do not wish to import refined copper. For

them copper concentrate is sufficient, since

their low labor and energy costs make it

efficient to smelt locally," explains Christian

Thiele, general manager of Minera

Esperanza, part ofAntofagasta group.

Source: Sonami

Sonami explains that potential does exist in

the research & development areas, namely in

developing better technology for furnaces, for

smelting or for fine-grinding technologies.

There are also projects underway with

the Chilean government, CORFO and the

Education Ministry to establish state-of-the-
art research centers.

"Chile's entrance into the OECD will not

have a direct impact on the mining sector,"

explains Charlie Sartain, the CEO of

Xstrata Copper. "But indirect effects will be

numerous and positive. It will highlight the

stability of the country. It will help stimulate

further financial investments, as foreigners

feel more comfortable with Chile's prospects.

And it will help mining exports through the

myriad trade agreements that will ensue.

I note that even in Australia, where I am

based, the perception of Chile has changed

favorably since its adhesion to the OECD."

Building its Chilean presence

Like many mining companies in Chile,

Xstrata is in a hurry. Like a phoenix reborn

from its ashes, Xstrata's management

took over a sleepy Swiss company and

has turned it into the world's fifth largest

mining company, with 2009 revenues of

$23.5 billion.

"Our presence in Chile is relatively recent,"

explains Charlie Sartain, the Australia-based

CEO of Xstrata Copper. "Although we have

been present here since 2004, we truly became

active in Chile via our 2006 acquisition of the

Falconbridge mining company."

"Chile has been very good at developing

itself, perhaps using Australia or Canada as

models," he pursues. "We plan to open our

South American project development division

here in Chile, with 200 staff coordinating

our activities for Chile, Peru and Argentina."

Why have chosen Chile? "It is politically

stable, and we expect good economic

policies will even improve under the new

government. With OECD membership, there

will also be new trade agreements, and we

expect it will be easier to attract funds from

investors for new projects."
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From Wall

Street to Santiago
Chile is developing a strong financial services sector, based on its

political stability, strong savings rate, and low lending rates.

The best benchmark for the growth of

the Chilean financial sector? As in

many countries, it seems to be the

sprouting number of skyscrapers that dot Las

Condes, the neighbourhood of Santiago that

hosts many of Chile's roughly 20 banks, 60

insurance companies, and numerous asset

management companies.

Finance is Chile's hottest economic engine,

thanks in large part to the country's stability,

down-to-earth economic policies, and

governance. Financial services already represent

16% of Chilean GDP, as much as mining.

"Chile remains a small financial platform,"

explains Alejandro Alarcon, head of ABIF,

Chile's banking association. "Our total

banking assets are the same as that of one

large Brazilian bank."

Assets by category

Banking system $112 billion

AFP (pension funds) $117 billion

Insurance assets $ 29 billion

Mutual funds $ 32 billion

Source: Principal Financial, Sept. 2009

Although small, Chile lies on sound bases,

as explains Lionel Olavarria, chairman of

BCI, Chile's third largest bank: "Our 1982

financial crisis - remember the petrodollars?

- ensured that we cleaned up our banking

framework and instilled some healthy

competition. It also freed our currency from

its previous dollar peg."

"One of the most important drivers of our

financial sector is the tremendously high

savings rate," pursues Joaquin Echenique of

Primamerica Consultores, a consulting firm

specialized in insurance. "Because there are

no company retirement plans, and only a very

limited government retirement plan, almost

two-thirds of the Chilean working population

have private pension plans, managed via five

asset management firms."

The Chilean savings rate is currently an

astounding 2 1 .6%, placing Chile in the ranks

of the top frugal countries worldwide. The

country's mandatory savings system for all

dependent employees certainly helps. Also
of assistance to the financial sector is the

fact that the Chilean government has been in

regular budget surplus for the past years.

Growth via openness

The openness of Chile's financial market

- namely to foreign investors - has been

an important driving factor. "Under our

constitution, domestic and foreign investors

have the same rights. The suspension of the

reserve requirement, and the elimination of

the one-year minimum requirement have

also been strong growth factors," emphasizes
Mr. Alarcon.

For insurance companies also, the entry is

quite easy. "Licensing an insurance company

is quite straightforward, although approval

from the superintendent is required, as well as

$3.6 million in capital. Additionally, Chile has
different licences for life insurance and for

property & casualty," explains Mr. Echenique.

Chile's banking sector underwent some

structural reform since 1997, when the

capital market laws helped enforce market

deregulation. Further openness was achieved

in the early 2000s under president Ricardo

Lagos, when the capital account was opened,

and tax levels were reduced (namely capital

gains tax and withholding tax).

Chile currently has twenty banks, of which

the largest is Santander, followed by Banco

de Chile (see table). Foreign banks poured

into the country when the sector opened up

to foreign investment. Aside from Santander,

other players from abroad include Scotia

Bank. Itau, Deutsche Bank, HSBC and

others. "There is still good growth potential

for banks, as there subsists a substantial

Trends in investors and Assets Under Management (AUM)
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explains Mr. Olavarria of BC1: "I trust

our new government to be more active in

this area, and also hopefully in helping

to create a separate high-yield market for

small-cap companies. Chile needs more

investment opportunities, especially since

many companies are family-controlled and
therefore inaccessible to outside investors."

number of Chileans without bank accounts,"

says Mr. Olavarria of BCI.

With this vast pool of savings to invest,

it will come as no surprise that Chile has

experienced fast growth. "Mutual funds have

had 20% compound annual growth over the

past ten years," expounds Valentin Carril of

Principal Financial. "Our biggest challenge is

to find good investments in Chile, especially

since Chile Central Bank bonds yield only

around 3%."

Further growth can be expected due to Chile's

low risk premium, as Felipe Bosselin, deputy
chairman of the Association of Mutual Funds,

explains: "Our prudent macro-econommic

management has translated into a low risk

premium, which will mean a lower external

funding cost for Chilean companies and

therefore an increasing investment portfolio."

It does not help that Chile's stock exchanges

are not the most dynamic. "We need to

work on that front," says Mr. Alarcon. "Our

Boisa de Comercio is old and not very deep

with an insufficient amount of titles traded.

The more recent Bolsa Electronica, which

operates between Chilean banks, could speed

things up." Another boost could come from

commodity markets, especially since Chile is

home to so much mineral production.

The extension of the Chilean exchanges

could also facilitate the integration with

other South American countries, as

Change of perception
For Chile, accession to the OECD is an achievement that required years of preparation and slow

structural transformation of its economic fibre. "Although becoming an OECD member will not

change that much in our daily lives, it will definitely change our perception by foreigners."

As if to reinforce this point, Valentin Carril of Principal Financial drums: "The OECD is akin to a well

guarded club, and being a member sends a signal to investors about tranquillity with Chile."

In terms of regulation, most sectors will not be heavily affected. "One big change will be in the

application of International Financial Reporting Standards, but Chilean companies with global

operations had already made that shift," explains Juan Ignacio Cornejo of KPMG.

"For a small country, the entry to the OECD brings the advantage of being better and more deeply

connected to the rest of the developed world. That's a positive thing, since it means we are even more

connected to the global economy," explains Jaime de la Barra of Compass Group (Chile).

Another benefit will be better economic knowledge, according to Mr. Carril of Principal Financial: "There

has traditionally been a fraction of Chileans skeptical of free market prospects for long-term growth.

Now that Chile is in the OECD, it makes it easier to stay the course. Furthermore, Chile has had a

certain lack of knowledge about economics. The OECD has generated a wealth of knowledge about

economics. The latter will therefore help the former."

"In our view, the best thing about joining the OECD is that it will help us export financial services.

Capital markets have developed in the past 30 years, and this will give us better access. It will be
easier to raise or invest funds. Chile can become a net exporter of financial services," enthuses Jaime

de la Barra of Compass Group.

Two faces of insurance

"Insurance in Chile has two flavours."

exposes MetLife's general manager Victor

Hassi. "There are companies that offer life

insurance and there are companies that offer

P&C (property and casualty)." Currently

life is the larger of the two, with about $4.5

billion in premiums, whilst non-life represents

$2.4 billion. Because separate licenses must

be obtained for the two businesses, not all

companies are active in both (see table).

"The Chilean insurance market still has much

growth potential," waxes Mr. Echenique.

"When compared to our neighbours Brazil

and Argentina, we have high sales levels

(about $370 of premiums per capita vs. about

$200 for them), but we are still only at one-

fifth of the Spanish level."

Regulatory Environment

As could be expected, Chile's financial

sector is subject to rules and regulations.

"As regards the insurance sector, the

superintendent has significant power but acts

on a rules-based foundation," pursues Mr.

Echenique. "The supervision is at the central

level. This explains why insurance failures are

few and far between. The last failure, 7 years

ago, amounted to less than $70 million - a

drop compared to AIG. The failure statistics

in the USA are far worse, for example."

One of the clouds on the regulatory horizon

- for domestic companies at least - is the

forthcoming shift to IFRS accounting rules.

"These new rules will have an impact on

how companies declare assets and liabilities

and set aside reserves. Big discussions are

ongoing, given the possibly dramatic impact

on reserve requirements, and on recognizing

assets," says Mr. Hassi of MetLife.
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Is the market over-regulated? The pot of

gold that has asset managers and insurance

companies drooling is the $117 billion trove

of pension funds, whose management is

limited to five companies. "The Chilean

government should open up to pension fund

management," sighs Mr. Alarcon. "A bill

has been submitted to Parliament, but banks

cannot yet participate. We would also like the

derivatives market to be opened up further.

Lastly, the regulator should allow more access

to international capital markets." Jaime de la

Barra, chairman of investment firm Compass

Group, is in full agreement: "There is a risk of

the market becoming too rigid. Policy makers
need to be careful not to stifle innovation."

For BCI bank, another growth path would

lie in divestment by the Chilean state

of some assets, such as mining or other

industrial companies.

For the insurance sector, there is a progressive

shift from rules-based regulation to risk-based

assessments, as Mr. Echenique clarifies: "We

are moving into risk-based management,

following European methods. This shift

will focus on managing risk-based capital

assessment, using statistical models. It will

take a couple of years to implement though."

Even if the market opens up to the

management of the pension fund pool, Chilean

asset managers will face the usual difficulty of

finding good placements for the money. "Our

biggest problem is that Chile is a small country

with a large pool of money to invest, yet

relatively few good investment opportunities,"

comments Mr. Carril of Principal.

Growth factors

What will drive the further growth of the

Chilean financial sector? At least four factors

shine through.

The underlying economic growth of Chile

will have its normal multiplier effect on the

sector. "Chile has a good economic system

that weathered the recession well and enables

the country to pull ahead quickly. Growth

Top five banks in Chile

Name Founded 2009 Assets

($ Bill.)

Employees

Santander-Chile 1978 $39.2 8,430

Banco de Chile 1894 $32.9 10,270

BCI (Banco de Crédita e Inversiones) 1937 $24.8 7,070

BBVA-Chile 1883 $12.8 2.230

Corpbanca 1871 $12.0 2,939

Source: ABIE

Tremors for Swiss-Re?

On the night of February 27, 2010, an 8.8 magnitude earthquake shook Chile, causing extensive

damage in the Maule region, and claiming 565 lives.

For Chilean insurance companies, the earthquake should be far less damaging. As Victor Hassi of

Metlife explains, "The effect on life insurance companies will be limited, since thankfully the death toll
was limited."

For the second segment of the insurance market, the property & casualty companies, the impact will

also be dampened by the salvaging balm of foreign re-insurance companies, as Joaquin Echenique of
Primerica Consultores explains: "The total insured losses have been estimated at $ 7 to 8 billion, but

most of that was re-insured outside of Chile, so the burden will fall on the re-insurance companies."

Echenique warns that while the above range includes interruption of business, that portion of the
losses can depart considerably from initial estimates.

The quake may have secondary tremors on the insurance industry, as healthcare costs rise due

to hospital reconstruction, and mid-term adjustments by re-insurance companies for eathquake

premiums. Chileans can therefore expect the earthquake to have an impact on the premiums they pay.

will be derived from the reconstruction and

rebuilding projects," purports Mr. Hassi of

MetLife. The expected 6% growth for 2010

will probably be followed by higher levels

thereafter, he pursues.

The change of government to a more

business-friendly version will also have

an impact. "The change of president is not

drastic, but it will be good for competition,

and might lead to more sophisticated use of

funds," explains Mr. Carril. The fact that the

new government wishes to stimulate growth

by focusing on employment and on small and

midsize companies is also a factor.

Novel marketing techniques, combined with

a non-saturated market also mean growth

will remain healthy in the near future. "We

experimented with direct marketing and

telemarketing in 2007, and although it

represents a small portion of sales, it shows

good promise," says Hassi of Metlife.

"Another growth factor has been the extension

of our network of branches nationwide."

"The increasing globalization of our business

is a key driver," explains Mr. de la Barra

of Compass Group. "The outlook is very

positive outlook for the next five years. Much

investment is coming in." For Compass, the

sectors showing the best promise include

healthcare, education, infrastructure and real

estate, which never suffered from a bubble

so the market fundamentals are strong.

"Education is one area I would stress," says
Mr. de la Barra. "There is a current deficit

which needs to be addressed. There is also a

need for school construction, especially post-

earthquake (see box)."

Where does this take us?

"Although Chile has had some growth pains,

I think we have come to a nice equilibrium

between the American free-wheeling finance

sector and the European quality of life,"

posits Mr. Carril of Principal Financial.

"Growth is no longer our sole economic

objective as it was twenty or thirty years

ago. Nowadays, there is a greater desire for

an equitable society, for goals that include

non-economic riches." He may be hoping

that Chile's new membership in the OECD
will maintain that balance.
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Vouching for its students
A pioneer in the use of school vouchers, Chile is fine-tuning its educational system

Chile has made impressive progress in
terms of educational attainment, but

the quality of education is still lagging

and there are equity problems. The coverage

of primary education is close to universal,

while secondary and tertiary attainment

rates have increased substantially in recent

decades. However, educational outcomes

remain well below OECD standards, even

after adjusting for Chile's lower income per

capita. Indeed, according to OECD's PISA

surveys, Chile's educational performances

are more strongly related to children's

socio-economic backgrounds than anywhere

else in the developed world. That means

equity problems.

Chile introduced a voucher system in the

1980s. This program, which introduced

an essentially flat subsidy-per-student for

municipal and private subsidised schools,

led to a massive entry of private schools.

So the Chilean primary and secondary

school system now consists of three main

parts: municipal schools, private subsidised

schools, and private fee-based schools which

receive no subsidies and are financed by

student fees (see chart).

Private or public?

Proportion of students by school type (2008)

Corporation

Private fee-based 1.6%

6.9%

Source: www.mlneduc.cl

The three parts of the Chilean school system

perform quite differently on the PISA test.

With the OECD average PISA score at

500, Chile's municipal schools average

410, the private subsidised schools 440,

and the private fee-based schools 520.

Overall though. Chile surpasses its big Latin

American peers, such as Brazil at 390.

These results point to a potential equity

problem. Resources invested in municipal

school children have long been lower than

in the two other branches, as fees are high in

private non-subsidised schools and private

subsidised schools can ask for top-up fees

to complement the voucher subsidy. An

increased voucher for the poorest children,

the Subvenciôn Escolar Preferencial (SEP),

was introduced in 2008, which should

alleviate this difference. Schools that accept

the extra voucher commit to progress in

educational outcomes for these disadvantaged

children while receiving technical assistance.

Research has shown that the mix of

classmates has more effect than the child's

own socio-economic background on learning

outcomes. In this regard, a recent provision

of the General Education Law (Ley General

de Educaciôn) should prove helpful - it

forbids the selection of students based on

their ability or socio-economic backgrounds

before the 6th grade. If strongly enforced,

this measure should help limit the practice

of selecting students that are likely to have

higher abilities to begin with. It would be an

opportunity to enhance the beneficial effects

of competition on schools' efforts to help all

children progress, regardless of their initial

starting point. The higher voucher for poor
students should also boost the incentives and

capacity to teach these children with tools

adapted to their needs. Requiring all schools

to enter the SEP-system would encourage

more socio-economic integration too.

Studies have shown that preschool education

plays a major role in improving equality

of opportunity. In preschool, children from

disadvantaged backgrounds can build

fundamental cognitive and emotional

abilities. Accordingly the government has

doubled preschool spending between 2005

and 2010, allowing for a 55% increase

in subsidised kindergarten places and the

creation of some 70,000 nursery places. «

OECD (2010), Economic Survey of Chile, Paris
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From recovery to sustained growth
Structural economic challenges
and preparing for recovery were
the dominant themes at this year's

Ministerial Council Meeting

(27-28 May), under the chair of Italy's
prime minister, Silvio Berlusconi.

Fiscal challenges, jobs, green growth,
innovation, development, trade and

investment, and societal progress all

figured on the agenda. These highlights
are based on the full conclusions, which

can be read at www.0ecd.org/mcm2010

"A crucial task" is how ministers described

fiscal consolidation, given that budget
positions of most OECD countries had
deteriorated as a result of the crisis.

"Credible and transparent" plans were
needed, ministers concluded, which should

be implemented without jeopardising
growth. This was particularly important for
employment, another key concern at the

meeting, and the need to avoid a "jobless"
recovery. Ministers recognised the OECD's

"unique contribution" on employment in
cooperation with organisations such as the
International Labour Organisation.
Jobs growth and other challenges, such as
ageing and global imbalances, depend on
structural reform, and ministers renewed

their commitment to this field, while

appreciating the "comparative advantage"
of the OECD's work on structural policies.

One potential source of growth, ministers
agreed, was the green economy, to
further development, while responding to
environmental challenges. Innovation was
important and so was trade, and ministers
resolved "to ensure that measures taken to

pursue green growth are consistent with

our international trade obligations". They
welcomed OECD work on a green growth
strategy, and looked forward to the delivery
of a report in 2011. That report should be
strongly linked to the Innovation Strategy,
whose final report was delivered to the

2010 meeting. Ministers recognised that
innovation was broad based, covering such
issues as education, entrepreneurship and
public research, and the report provided
direction for further work.

Trade and investment are a traditional

focus of attention at the annual ministerial

meeting. This year, despite the crisis,
ministers noted that protectionism had
not spread "as widely as many had feared".
International coordination was one reason

for this, but vigilance had to be maintained.
Ministers supported efforts to bring the Doha
round of trade negotiations to a close.

They also welcomed the formal launch of
the update of the OECD Guidelines for
Multinational Enterprises and the role these

played in contributing to more "responsible
business conduct". In this spirit, members,
as well as Brazil, Estonia, Israel, the

Russian Federation and Slovenia,

endorsed a Declaration on Propriety,
Integrity and Transparency in the Conduct
of International Business and Finance

issued at the meeting.

Global economic cooperation is key to
economic growth and development,
and ministers reaffirmed their strong
commitment to achieve the Millennium

Development Goals (MDGs) in 2015,
and to monitor international aid

commitments. They recognised the
urgent need for progress in areas such
as building more effective tax systems
in developing countries and fighting
offshore tax evasion.

Progress is not just about growth of
course, and members invited the OECD

to develop proposals for further work
on measuring progress in society
more broadly.

Finally, they welcomed the OECD's
contribution to various international

fora, such as the G20 and the G8, and

encouraged the organisation to continue
its quality work. RJC

*Note: In addition to Ministers from Member countries,

Ministers from non-member economies were invited to

attend the MCM, including the four candidate countries

for accession to the OECD-Estonia, Israel, the Russian

Federation, and Slovenia-and the five countries with which

the OECD has a programme of enhanced engagement:

Brazil, India, Indonesia, People's Republic of China and

South Africa. Ministers from Argentina and Hong Kong,

China were invited as regular observers to the trade

session. Several international organisations also attended

the plenary session as observers: the Bank for International

Settlements (BIS), the Council of Europe, the European

Free Trade Association (EFTA), the International Fund for

Agricultural Development (IFAD), the International Labour

Organization (ILO) , the International Monetary Fund (IMF),

the World Bank and the World Trade Organization (WTO).

The Business and Industry Advisory Committee to the

OECD (BIAC) and the Trade Union Advisory Committee to

the OECD (TUAC) were invited as experts.

The full Ministerial Conclusions, as well as the Declaration

on Propriety, Integrity and Transparency in the Conduct of

International Business and Finance, the Interim Report of

the Green Growth Strategy and Ministerial Report on the

OECD Innovation Strategy, are all available at

www.oecd.org/mcm2010
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Forum plots road to recovery

Christina Romer, Chair, Council of Economic Advisers of the United States, John Hope Bryant, Founder, Chairman and CEO,

Operation HOPE and Stéphanie Antoine, Presenter from France24 television, at this year's OECD Forum.

What is the future of capitalism? How
can innovation be unleashed, or skills be

matched to jobs? Can trust in business be

restored? Is green growth a myth or a reality,

and how can it be financed? These were just

some of the questions which drew over a

thousand people from around the world to
the OECD Conference Centre in Paris for

this year's OECD Forum at the end of May.

Held in conjunction with the Ministerial

Council Meeting, the annual OECD Forum

is an opportunity for representatives from

civil society, business, labour, academia and
the media, as well as ministers, to discuss

pressing policy issues in an open and

frank manner ahead of a major ministerial

gathering. Under the banner of the "road

to recovery: innovation, jobs and clean

growth", this year was no exception, given

the backdrop of the economic crisis, rising

unemployment and major challenges such

as climate change. For daily summaries of

the debates and a list of speakers, visit

www.oecd.org/forum2010

Recent speeches
by Anget Gurria

Israel's accession agreement to the OECD

29 June 2010

Remarks delivered at the Embassy of Israel, Paris,
France.

G20: Keep up reforms in order to boost jobs

27 June 2010
Remarks delivered at the G20 Summit, Toronto,
Canada.

G20: Global economic conditions and short-term

prospects for recovery.

26 June 2010
Remarks delivered at the G20 Business Summit,

Toronto, Canada.

Economy: Does the developing world hold the key to
building a stronger global economy?

25 June 2010
Remarks delivered heading into the G20 Summit,
Toronto, Canada.

Release of the OECD/FAO Agriculture Outlook

15 June 2010
Remarks delivered at the launch of The Agricultural
Outlook 2010, Rome, Italy.

Why commodity market volatility matters for
developed countries?

15 June 2010
Remarks delivered at an event on commodity market
volatility, Rome, Italy.

Building a stronger, cleaner, fairer world economy;
the role of the OECD in the new global economic
architecture

9 June 2010
Remarks delivered at the Brookings Institution,
Washington D.C, USA.

Fiscal consolidation

7 June 2010
Remarks delivered at the International Forum of

Americas, Montréal, Canada.

Labour market strategies in a time of crisis: OECD
countries' experience

7 June 2010
Speech by Angel Gurria, OECD Secretary-General,
delivered at HEC Montréal, Canada.

The role of the OECD in providing independent
analysis

2 June 2010

Remarks delivered at the Estonian Academy of
Sciences, Taillinn, Estonia.

The recovery of the global economy, the challenges
ahead and the role of the OECD: Where do we go
from here?

1 June 2010

Remarks delivered at the University of Ljubljana,
Slovenia.

Signing ceremony of the Accession Agreement on
Slovenia's accession to the OECD

1 June 2010

Remarks by Angel Gurria, OECD Secretary-General,
Ljubljana, Slovenia.

Strategic Orientations by the OECD Secretary General

27 May 2010
Remarks delivered at the meeting of the Council at
Ministerial Level, OECD Conference Centre, Paris,
France.

Launch of the OECD's Innovation Strategy

27 May 2010
Remarks by Angel Gurria, OECD Secretary-General,
delivered at the OECD Conference Centre, Paris,
France.

OECD expanding its membership and its horizons

27 May 2010
Remarks delivered at the Ministerial Level Council

Meeting Public Session on Accession, OECD
Headquarters, Paris, France.

Launch of the Economic Outlook 2010

26 May 2010
Remarks delivered at the launch of the Economic

Outlook, OECD Headquarters, Paris, France.

3rd annual meeting of the OECD urban roundtable
for mayors and ministers, "Cities and Green Growth"

25 May 2010
Speech by Angel Gurria, OECD Secretary'-General
delivered at OECD Headquarters, Paris, France.
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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.

JUNE JULY

16 The Role of Internet Intermediaries in Advancing
Public Policy Objectives, workshop organised by

the OECD Directorate for Science, Technology and
Industry.

17 Long-Term Investments in the Age of

Globalisation, high-level conference organised by
the Long-Term Investors Club, with participation of
Deputy Secretary-General Pier Carlo Padoan. Rome,

Italy.

17-18 E-procurement and Integrity, seminar organised
by the MENA-OECD Governance Initiative working
Group I on Civil Service and Integrity and the
MENA-OECD Governance Initiative Working

Group II on E-government and Administrative
Simplification. Rome, Italy.

21 Measuring Unemployment and Exclusion
from the Labour Market, workshop organised
by the OECD Local Economic and Employment
Development (LEED) Programme within the
Framework for Information Exchange in Local
Development project.

25 Administrative Change: The Impact of the
Global Crisis on Public Employment, conference

organised by the Public Governance and
Territorial Development Directorate with the Greek
authorities. Athens, Greece.

25-27 G8 and G20 Leaders Summit, with participation

of Deputy Secretary-General Pier Carlo
Padoan. Toronto, Canada.

28-29 Environmental Biotechnology Research and
Development workshop, organised by the

Directorate for Science, Technology and Industry.

29 Exposure Measurement and Exposure

Mitigation Concerning Manufactured
Nanomaterials, organised by the Environment
Directorate. Karlsruhe, Germany.

3-5 Implementation of National Strategies in

Fighting Against Corruption, meeting of the Arab
Administrative Development Organization, jointly

organised with the MENA-OECD Governance
Initiative. Cairo, Egypt.

7-9

11-15

Manufactured Nanomaterials. working party

meeting.

9-10 Opportunities and Challenges in the Emerging

Field of Synthetic Biology, symposium organised by
the Directorate for Science, Technology and Industry,
the US National Academies of Science and the UK

Royal Society. Washington, DC, US.

Transport Research Society, world conference with
participation of the OECD International Transport
Forum. Lisbon, F

12 Leveraging Partnerships for Sustainable
Economies, biennial of the Americas Round Table on

Trade. OECD participation. Denver, Colorado. USA.

21-23 Latin American Corporations and the Fight against

Foreign Bribery, conference organised by the
Directorate for Financial and Enterprise Affairs in
the framework of the OECD-Latin America Anti-

Corruption Programme. S3o Paulo, Brazil.

AUGUST

6 OECD statistic news releases: Composite Leading
Indicators.

26-28 Economic Symposium organized by the Federal
Reserve Bank of Kansas City, with participation of

the OECD. Jackson Hole, Wyoming.

29-30 The Global Outlook for the Next Decade, Bled

Strategic Forum, with participation of the OECD.
Bled, Slovenia.

SEPTEMBER

7 Education at a Glance 2010, published by the OECD
Directorate for Education.

13-15 Higher Education in a World Changed Utterly,

high-level conference organised by the OECD's
Programme on Institutional Management in Higher
Education (IMHE).

14-17 Internet Governance Forum, organised by the
Directorate for Science, Technology and Industry.
Vilnius, Lithuania.

16-17 Biotechnology for Environment in Future,

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

20-21 High-level Forum on Jobs for Youth: Addressing
Policy Challenges in OECD Countries, jointly

organised by the Norwegian Ministry of Labour and
the OECD. Oslo, Norway.

20-22 Millenium Development Goals Summit, UN high-
level meeting, with participation of the OECD. New
York, US.

OCTOBER

6 Council of Europe Parliamentary Assembly,

annual debate on the OECD. Strasbourg, France.

7-8 Health Priorities in the Aftermath of the Crisis,

ministerial meeting on health, organised by
the Directorate for Employment, Labour and
Social Affairs.

9-11 Annual meeting of the International Monetary
Fund and the World Bank Group.

Washington D.C., US.

11-12 E-Leaders, high-level meeting for senior
government officials responsible for e-government.
Brussels. Belgium.

14-15 OECD Global Forum on Trade, organised by the

Directorate for Trade and Agriculture. Chengdu,
People's Republic of China.

21-22 Industry and Policy Approaches to Foster Green

Growth in Tourism, high-level roundtable organised
by the OECD with the Ministry of Tourism of Israel.
Jerusalem, Israel.
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Making peace last

BOOKS

OECD iLibrary

The road from

conflict to

peace and from
destruction to

development is
far from smooth.

In fact, research

shows that half

of all countries

that have been

ravaged by conflict

are at war again within a decade. Transition
Financing: Building a Better Response, part
of the OECD's Conflict and Fragility series
ofbooks, examines how the international

community can help countries move

from resolving conflicts to a lasting peace,
grounded in what the authors describe as
"sustainable development". It involves a

transition to greater national ownership
and a greater capacity to ensure public
safety and welfare.

Over one third of official development

assistance is targeted at fragile and conflict-
affected countries every year. But this aid

is not always effective in reaching the
areas where it is most needed. Though

many determining forces are outside
donor control, donors do have influence,

most importantly through decisions about
which activities to finance and how. Indeed,

financing is not just about resources, but
behaviour, aid architecture, power, priorities

and institutions. A financing decision

has consequences that go far beyond the
rimescale and scope of the funded activity.

While the challenges are daunting,
Transition Financing argues that a more

holistic approach to foreign aid could
produce better outcomes. For example, the
institutional division between short-term

humanitarian assistance and long-term

development programmes, common to
many donor countries, leaves little room for
transition activities. Once peace has been
established in a conflict-affected country,

the international community has a tendency

to abruptly switch the emphasis from
peacekeeping efforts to rather centralised
state-building. New sets of actors enter

the fray, distorting the recovery process.
A lack of co-ordination results in

inefficiencies, duplication of effort and
a dilution of responsibility that weakens
peacekeeping and leads to factions.

Transition Financing calls for improved

co-ordination within governments and
among donors, and offers advice on how
to take better account of domestic resource

mobilisation and debt relief, which are

too often overlooked in postconflict
periods By drawing on case studies of
Afghanistan and Sudan, and highlighting
examples such as the "largely successful"
Dutch Stability Fund and the reasons behind
the rather less satisfactory financing in

Timor-Leste, Transition Financing identifies
a set of best practices to help transition work
more smoothly. It will be of interest to
anyone involved in conflict resolution,
humanitarian assistance or

development work.

ISBN 978-92-64-08397-4

Another lost generation?
Entering the
workforce for

the first time is

a challenge for
most people,
but can be even

more difficult

for immigrants.
Recent data

collected across

OECD countries

reveals that

children of immigrants experience higher
unemployment and have more difficulty
finding jobs than children of native parents.
Even when they are born and raised in their
country of residence, the employment rate
of children of immigrants can be as much
as 20% lower than their counterparts.

Equal Opportunities? The Labour Market
Integration ofthe Children of Immigrants
attributes part of this difference to the

target group's educational levels, which
are generally lower than that of children
of native parents and often reflect parents'
lower socio-economic backgrounds. Still,
in some cases, parents' income and level of
education do not tell the whole story. Limited

access to professional networks, little
knowledge about local labour markets, and
widespread discrimination by prospective

employers also pose formidable obstacles to
the job search of these children.

The report confirms distinct differences
in outcomes across OECD countries and

among immigrant groups. For instance,

children of immigrants fare better, on
average, in the United States, Canada and
Australia, than they do in Europe. Children
ofTurkish, North African or Mexican

descent are generally worse off than the
offspring of European or Asian immigrants,
regardless of their country of residence.
Such disparities suggest that opportunities

for disadvantaged groups partly depend on
institutional settings in particular countries.

With children of immigrants accounting
for over 10% ofyoung adults in the labour
market in most OECD countries, focusing

on improving labour market outcomes
for this group is not a luxury. Drawing
from past experiences, this report argues
that wisely-implemented mentoring and
job-matching programmes, as well as
affirmative action policies, can help close the
achievement gap for children of immigrants.
It urges governments to learn from each
other in order to develop more effective and
proactive policies that will not only improve
employment opportunities for young people,
but will boost social cohesion in the process.

ISBN 978-92-64-08239-7
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New OECD publications Now available on www.oecd-ilibrary.org

This collection of essays

analyses the reform

experiences of the 30

OECD countries in nine

major policy domains in

order to identify lessons,

pitfalls and strategies that

may help foster policy

reform in the future.

African Economic

Outlook 2010 focuses

on public resource

mobilisation and aid

in Africa, presenting a

comprehensive review

of best practices in

tax administration,

policies and multilateral

agreements, including recommendations for

meeting future challenges.

Perspectives on

Global Development

2010: Shifting Wealth

examines the changing

dynamics of the global

'm economy over the last 20
" years, and in particular

the impact of the

economic rise of large developing countries, such

as China and India, on the poor.

Publications listed on these pages are available

via our online bookshop at the bookshop URLs

indicated. They are also available online at OECD

library subscribing institutions at the dx.doi. org

URLs indicated. If your institution is not a subscriber,

ask your librarian to subscribe today!

ECONOMICS

OECD Economic Surveys: Korea 2010

9-Jul-2010, 135 pages, $75 £45 ¥8 100
www.oecd.org/bookshop79789264083219
dx.doi.org/10.1787/19990707

OECD Economic Surveys: Luxembourg 2010
21-May-2010, 126 pages, $75 £45 ¥8100
www.oecd.org/bookshop79789264077324
dx.doi.org/10.1787/19990782

OECD Economic Surveys: Netherlands 2010

22-Jun-2010, 136 pages, $75 £45 ¥8100
www.oecd.org/bookshop79789264083141
dx.doi.org/10.1787/19990367

OECD Economic Surveys: South Africa 2010

9-Jul-2010, 110 pages, $75 £45 ¥8 100
www.oecd.org/bookshop79789264083189

dx.doi.org/10.1787/16097513

Making Reform Happen:
Lessons from OECD Countries

15-Jun-2010, 300 pages, $126 £81 ¥11700

www.oecd.org/bookshop79789264086289
dx.doi.org/10.1787/9789264086296-en
«See left

AGRICULTURE

Review of Fisheries in OECD Countries 2009:

Policies and Summary Statistics

25-Jun-2010, 412 pages, $121 £76 ¥11200
www.oecd.org/bookshop79789264079748
dx.doi.org/10.1787/rev_fish_pol-2009-en

The Economics of Rebuilding Fisheries:
Workshop Proceedings

6-May-2010, 250 pages, $60 £38 ¥5 600
www.oecd.org/bookshop79789264075412
dx.doi.org/10.1787/9789264075429-en

Climate Change and Agriculture:

Impacts, Adaptation and Mitigation
22-Jun-2010, 136 pages, $46 £29 ¥4200
www.oecd.org/bookshop79789264086869
dx.doi.org/10.1787/9789264086876-en

Guidelines for Cost-effective

Agri-environmental Policy Measures

22-Jun-2010, 118 pages, $42 £27 ¥3 900
www.oecd.org/bookshop79789264086654

dx.doi.org/10.1787/9789264086845-en

DEVELOPMENT

African Economic Outlook 2010

22-Jun-2010, 286 pages, $70 £45 ¥6 500
www.oecd.org/bookshop79789264086524
dx.doi.org/10.1787/aeo-2010-en
«See left

Perspectives on Global Development 2010:

Shifting Wealth

27-Jul-2010, 200 pages, $84 £54 ¥7 800

www.oecd.org/bookshop79789264084650
dx.doi.org/10.1787/9789264084728-en
«See left

Transition Financing:

Building a Better Response

21-May-2010, 136 pages, $35 £22 ¥3 200
www.oecd.org/bookshop79789264083974

dx.doi.org/10.1787/9789264083981-en

African Central Government Debt 2010:

Statistical Yearbook

11-May-2010, 130 pages, $54 £35 ¥5 000
www.oecd.org/bookshop79789264084438
dx.doi.org/10.1787/9789264084445-en

EDUCATION

Closing the Gap for Immigrant Students:
Policies, Practice and Performance

6-May-2010, 110 pages, $40 £25 ¥3 700
www.oecd.org/bookshop79789264075771

dx.doi.org/10.1787/9789264075788-en

EMPLOYMENT

OECD Employment Outlook 2010:

Moving Beyond the jobs Crisis

16-Jul-2010, 250 pages, $112 £72 ¥10400
www.oecd.org/bookshop79789264084681
dx.doi.org/1 0.1787/19991266
See right»

Equal Opportunities? The Labour Market

Integration of the Children of Immigrants
29-Jun-2010, 256 pages, $105 £67 ¥9 700

www.oecd.org/bookshop79789264082397
dx.doi.org/10.1787/9789264086395-en
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Energy Policies of IEA Countries:
Canada 2009

27-Apr-2010, 264 pages, $101 £63 ¥9 300
www.oecd.org/bookshop79789264060432
dx.doi.org/10.1787/9789264060449-en

Energy Technology Perspectives 2010:
Scenarios and Strategies to 2050

1-Jul-2010, 264 pages, $140 £90 ¥13000
www.oecd.org/bookshop79789264085978

dx.doi.org/10.1787/9789264085985-en

See right»

ENVIRONMENT

OECD Environmental Performance Reviews:

Ireland 2010

21-May-2010, 284 pages, $60 £38 ¥5600
www.oecd.org/bookshop79789264079496

dx.doi.org/10.1787/9789264079502-en

i_iMamaiiimwrwi_____________i

Annual Report on the OECD Guidelines
for Multinational Enterprises 2009:

Consumer Empowerment

15-Jun-2010, 204 pages, $87 £55 ¥8100
www.oecd.org/bookshop79789264075016
dx.doi.org/10.1787/19990952

Supporting Investment Policy and
Governance Reforms in Iraq

28-Jun-2010, 244 pages, $81 £51 ¥7 500
www.oecd.org/bookshop79789264077249

dx.doi.org/10.1787/9789264077256-en

OECD Investment Policy Reviews:
Morocco 2010

11-May-2010, 106 pages, $47 £29 ¥4 300
www.oecd.org/bookshop79789264079601
dx.doi.org/10.1787/9789264079618-en

GOVERNANCE

Public Administration after "New Public

Management"

2-Jul-2010, 112 pages, $35 £22 ¥3 200
www.oecd.org/bookshop79789264086432

dx.doi.org/10.1787/9789264086449-en

Risk and Regulatory Policy:

Improving the Governance of Risk
6-May-2010, 248 pages, $98 £63 ¥9100
www.oecd.org/bookshop79789264082922

dx.doi.org/10.1787/9789264082939-en
See right»

OECD Reviews of Risk Management Policies:

Italy 2010: Review of the Italian National Civil

Protection System

6-May-2010, 174 pages, $63 £40 ¥5 800
www.oecd.org/bookshop79789264082199

dx.doi.org/10.1787/9789264082205-en

OECD Reviews of Human Resource

Management in Government: Brazil 2010:
Federal Government

21-May-2010, 312 pages, $53 £34 ¥4900
www.oecd.org/bookshop79789264082212

dx.doi.org/10.1787/9789264082229-en

OECD Territorial Reviews: Sweden 2010

29-Jun-2010, 226 pages, $54 £34 ¥5 000
www.oecd.org/bookshop79789264081 1 1 6

dx.doi.org/10.1787/9789264081888-en

OECD Territorial Reviews: Venice, Italy 2010

8-JUI-2010, 211 pages, $54 £34 ¥5 000
www.oecd.org/bookshop79789264083493

dx.doi.org/10.1787/9789264083523-en

The OECD's annual

report on employment
and labour markets.

This edition includes the

following articles: "Moving

Beyond the Jobs Crisis",
"The Global Crisis in

"Institutional and Policy

Determinants of Labour Market Flows", and "Part-

Time Work".

Energy Technology

Perspectives 2010

°ï v presents updated
scenarios from the preser

""50 that show

1 new technologies

>e most important

in key sectors and in

different regions of the

world. It highlights the importance of finance to

achieve change, examines the implications of

the scenarios for energy security and looks at

e deployment of low-carbon

technologies in major developing countries.

This publication presents

recent OECD papers on

risk and regulatory policy.

They offer measures for

developing, or improving,

coherent risk governance

policies.
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Follow the OECD on

www.facebook.com/theoecd

www.flickr.com/oecd

www.twitter.com/oecd

www.youtube.com/oecd
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GOVERNANCE cont'd NUCLEAR ENERGY

Better Regulation

in Europe is a series

of country reports

launched by the OECD

in partnership with the

European Commission.

The objective is to

assess regulatory

management capacities in the 15 original

member states of the European Union . This

includes reviewing trends in their development

and identifying gaps in relation to good practice

as defined by the OECD and the EU in their

guidelines and policies for Better Regulation.

This 2010 edition of

the OECD International

Migration Outlook

analyses recent

levelopments in

, tion movements

and policies in OECD

countries, and provides

the latest available data on migration flows.

Better Regulation in Europe: Belgium 2010

4-Aug-2010, 189 pages, $42 £27 ¥3 900

www.oecd.org/bookshop79789264087064

dx.doi.org/10.1787/9789264087859-en
«See left

Better Regulation in Europe: Finland 2010

11-Jun-2010, 141 pages, $42 £27 ¥3 900

www.oecd.org/bookshop79789264085619

dx.doi.org/10.1787/9789264085626-en

«See left

Better Regulation in Europe: Germany 2010

11-Jun-2010, 164 pages, $42 £27 ¥3 900

www.oecd.org/bookshop79789264085879

dx.doi.org/10.1787/9789264085886-en

«See left

Better Regulation in Europe: Sweden 2010

4-Aug-2010, 186 pages, $42 £27 ¥3 900

www.oecd.org/bookshop79789264087811

dx.doi.org/10.1787/9789264087828-en

«See left

OECD Rural Policy Reviews: Québec,
Canada 2010

ll-Jun-2010. 304 pages, $63 £40 ¥5 800

www.oecd.org/bookshop79789264082144

dx.doi.org/10.1787/9789264082151-en

INDUSTRY AND SERVICES

Organising Local Economic Development:

The Role of Development Agencies and

Companies

6-May-2010, 496 pages, $182 £117 ¥16 900

www.oecd.org/bookshop79789264060814

dx.doi.org/10.1787/9789264083530-en

SMEs, Entrepreneurship and Innovation

15-Jun-2010. 226 pages, $54 £34 ¥5 000

www.oecd.org/bookshop79789264080317

dx.doi.org/10.1787/9789264080355-en

OECD Studies on SMEs and Entrepreneurship:

Poland 2010: Key Issues and Policies

16-Jul-2010, 220 pages, $67 £42 ¥6200

www.oecd.org/bookshop79789264081864

dx.doi.org/10.1787/9789264081918-en

Nuclear Production of Hydrogen:

Fourth Information Exchange Meeting
23-Jun-2010, 464 pages, $133 £85 ¥12 300

www.oecd.org/bookshop79789264087132

dx.doi.org/10.1787/9789264087156-en

SCIENCE AND INFORMATION TECHNOLOGY

Measuring Globalisation:
OECD Economic Globalisation Indicators 2010

11-Aug-2010, 230 pages, $84 £54 ¥7 800

www.oecd.org/bookshop79789264084353

dx.doi.org/1 0.1 787/9789264084360-en

Consumer Policy Toolkit

9-Jul-2010, 126 pages, $40 £25 ¥3 700

www.oecd.org/bookshop79789264079656

dx.doi.org/10.1787/9789264079663-en

OECD Reviews of Regional Innovation:

Catalonia, Spain

11-Jun-2010, 272 pages, $70 £45 ¥6 500

www.oecd.org/bookshop79789264082045

dx.doi.org/10.1787/9789264082052-en

SOCIAL ISSUES / MIGRATION / HEALTH

International Migration Outlook: SOPEMI 2010

8-Jul-2010, 320 pages, $119 £76 ¥11 000

www.oecd.org/bookshop79789264086012

dx.doi.org/10.1787/migr_outlook-2010-en
«See left

Improving Health Sector Efficiency:
The Role of Information and Communication

Technologies

22-Jun-2010, 156 pages, $42 £27 ¥3 900

www.oecd.org/bookshop79789264084605

dx.doi.org/10.1787/9789264084612-en

OECD Health Data 2010

30-June-2010, CD-ROM, $119. £76, ¥11 000

www.oecd.org/bookshop79789264086074

dx.doi.org/10.1787/health-data-en

See right»
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TAXATION

Taxing Wages 2009

21-May-2010, 516 pages, $189 £121 ¥17 500

www.oecd.org/bookshop79789264082991

dx.doi.org/10.1787/tax_wages-2009-en

See right»

Implementing the Tax Transparency
Standards: A Handbook for Assessors and

Jurisdictions

6-Aug-2010, 214 pages, $63 £40 ¥5 800

www.oecd.org/bookshop79789264088009

dx.doi.org/10.1787/9789264088009-en

TRANSPORTATION

Improving Reliability on Surface Transport
Networks

11-May-2010, 164 pages, $67 £42 ¥6 200

www.oecd.org/bookshop79789282102411

dx.doi.org/10.1787/9789282102428-en

Effective Transport Policies for Corporate

Mobility Management

27-Apr-2010. 104 pages, $47 £29 ¥4 300

www.oecd.org/bookshop79789282102497

dx.doi.org/10.1787/9789282102558-en

The Future for Interurban Passenger

Transport: Bringing Citizens Closer Together

21-May-2010, 556 pages, $196 £126 ¥18 200

www.oecd.org/bookshop79789282102657

dx.doi.org/10.1787/9789282102688-en

Trends in the Transport Sector 2010

15-Jun-2010,88pages, $35 £22 ¥3 200

www.oecd.org/bookshop79789282102718

dx.doi.org/10.1787/trend_transp-2010-en

WEBCAST WATCH	
www.youtube.com/oecd

50 years of income inequality
Professor James K. Galbraith, University of Texas at

Austin, talked to OECD TV about the movement of

global inequality over the last 50 years and in the wake
of the economic crisis.

http://www.youtube.com/watch?v=JaUxttL4s14

Migration: Key to long-term

economic growth
International migration has fallen during the economic

crisis, but as the recovery moves into gear migrants will

once again be needed to fill labour and skill shortages,

according to the OECD International Migration Outlook.

http://www.youtube.com/watch?v=rDyhXrXVBbA

Explaining the jobs gap: The story behind the
numbers

With the global economy still fragile, unemployment

is likely to stay high until the end of 2011. This video
examines which countries have been hit hardest and

how many jobs they will need to create to get back to

pre-crisis levels

http://www.youtube.com/watch?v=jnhxF2fqTsl

Create jobs and cut public debt spending: Myth
or a reality?

How can governments both create millions of jobs and

cut back on public debt ? Stefano Scarpetta, the OECD's

head of employment, talks about the challenges and

what governments must do to help the unemployed

http://www.youtube.com/watch?v=c5NUsSKo1aQ

OECD Week 2010: Voices of recovery
For three days in May, the OECD was at the heart of the

global debate on new ways to rebuild our economies.

Government ministers, business and trade union leaders,

campaigners, experts, members of the public - all had

their say about innovation, jobs and clean growth.

http://www.youtube.com/watch?v=CGE0S80swKo

FORTHCOMING

OECD Economic Surveys: Chile 2010

OECD Economic Surveys: Turkey 2010

OECD Economic Surveys: United States 2010

Education at a Glance 2010

Highlights from Education at a Glance 2010
OECD Model Tax Convention on Income

and Capital 2010

Obesity and the Economics of Prevention:

Fit not Fat

CURRENT BESTSELLERS

Available at www.oecd.org/bookshop

OECD Factbook 2010

OECD Economic Outlook, Volume 2010, Issue 1

OECD Insights: From Crisis to Recovery

The Causes, Course and Consequences of the
Great Recession

Measuring Innovation: A New Perspective

The OECD Innovation Strategy Getting a Head

Start on Tomorrow

Transfer Pricing Guidelines 2009

OECD Model Tax Convention, Condensed

Version, 2008

The OECD's

comprehensive CD-ROM

of comparable statistics
on health and health

care systems in OECD
countries. Detailed data

are available as far back

as 1960.

Taxing Wages provides

unique information on

income tax paid by
workers and on social

security contributions

levied upon employees

and their employers
in OECD countries. In

addition, this annual

publication specifies family benefits paid as
cash transfers.

See our new online library, OECD Library

at www.oecd-ilibrary.org

See a list of OECD Library subscribing institutions at

www.oecd.org/publishing/SourceOECDsubscribers

See our list of publications sales agents at:

www.oecd.org/publishing/distributors
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Fish and clippers
Few industries

have such a

mixed image
in the public

mind as fishing.
People admire

the bravery and
skill of boat

crews battling
the elements

to catch fish,

but deplore

overexploitation of stocks and the associated

environmental damage. For the industry,

the goal is to become more efficient and
profitable. However, this cannot be achieved
if the very natural resources on which

fishing depends are destroyed. Fishing finds
itself at the meeting point of two major

challenges. First, how to manage a shared

and fragile resource at local, national,
regional and international levels. Second,
how to make reform succeed in the face of

conflicting interests.

Globalisation, north-south relations,

changing attitudes and lifestyles, and the
way natural resources are managed all
influence fisheries. Fisheries: While Stocks

Last? draws on the OECD's extensive

expertise in fisheries issues, as well as
in other areas, from the environment to

structural change. Apart from the fishers
and their families, it also draws on the

points of view of NGOs, government
specialists and scientists. The result is a

portrayal of a modern, globalised industry,

albeit one facing major challenges, some of

its own making.

Fisheries: While Stocks Last? shows the

background to the numerous economic,
social, environmental and legal issues

influencing the different sectors of

the fishing industry (capture fisheries,
aquaculture, industrial fishing, small-scale

fishing and sports fishing), as well as the

ways in which fishing responds to changes
in the economy, technology and lifestyles.

Fishing is a vital source of food for millions
of people and a major source of revenue,

particularly in developing countries. But

it is not just about economic efficiency.

It is about a way of life, and about social
and cultural identities. And it can be

an important dimension in regional
development. Any fisheries initiative

has to take into account impacts outside

fisheries, and will involve finding the right
mix among commercial, recreational and

subsistence fishers. It is about striking a
balance among the various factors that

contribute to fishing, including labour,
capital, technology and management.

Fish stocks may be under pressure, but
Fisheries: While Stocks Last? show how

fisheries can continue to play an important

role in society for a long time to come.

ISBN 978-92-64-07737-9

ORDER FORM

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

Yes, please sign me up for six issues a

plus free OECD in Figures annual
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¥ 9 700
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issue. Subscribers will be provided with the English

language edition unless otherwise indicated.
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Suicide decline

There were an estimated 140,000 suicides
in OECD countries in 2006, the most recent

year for which internationally comparable data
is available. Death rates were lowest in the

southern European countries ofGreece, Italy

and Spain, as well as Mexico and the UK,

at fewer than seven deaths per 100,000 people.

They were highest in Korea, Hungary,
Japan and Finland, at 18 or more deaths per

100,000 people.

Suicide rates have fallen in most OECD

countries since 1990, most notably in

Denmark, Luxembourg and Hungary, where
they fell by at least 40%-although Hungary's

rate is still relatively high. By contrast, they

rose in Japan, Korea and Mexico-Mexico's rate

being relatively low. In Korea, suicide among
men almost tripled after 1990, reaching

32 per 100,000 in 2006; rates for women
were the highest in the OECD area, at 13 per
100,000. Various factors have been blamed,

including economic troubles, weakening social
integration and the erosion oftraditional family
support for the elderly.

In general, suicide is three to four times more

common among men than women in OECD

countries. Suicide is also related to age, with
people aged under 25 and the elderly especially

at risk. Note, compiling statistics on suicide can
be a challenge.

Visit www.oecd.org/health/healthdata
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Suicide rates

Suicides per 100,000 population, latest year
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Jobs gap
By the end of 2011, OECD countries will

need to create 15 million new jobs just to

get employment levels back to where they
were before the crisis hit.

Over the past two years (to the first
quarter of 2010), unemployment

increased by half in OECD countries to

8.7%. The rise in some countries, such
as Iceland, Ireland and Spain, was even

greater. Spanish unemployment was over

11 percentage points higher in May 2010

than in December 2007, compared with

a slide of 2.8 percentage points for the
OECD generally. Germany's gap declined,

thanks among other things to shorter
working hours (see page 9).

But that's only half the story. Add those

people who have stopped looking for
work and part-timers who would like to
work full-time, and the true numbers for

unemployment and under-employment

throughout the OECD area are nearly

twice as high as headlines suggest.

Recovery should help somewhat, though

not immediately, as employment growth

usually lags in the business cycle.

This time unemployment could
prove to be more intractable than

usual, and the prospect of long-term
structural unemployment setting in
seems real indeed.

A strong case can clearly be made for

supporting jobs programmes,

but governments must make sure they
get maximum impact from that spending,
while removing some of the barriers to
jobs growth in their labour markets too.

Order the OECD Employment Outlook 2010

atwww.oecd.org/employment/outlook

Jobs deficits
Unemployment rates % of labour force, comparing May 2010 with December 2007

December 2007
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Australia

Austria

Gross domestic product

Leading indicator
Consumer price index

Gross domestic product

Leading indicator

Consumer price index

Gross domestic product

Leading indicator

Consumer price index

Gross domestic product

Leading indicator
Consumer price index

Chile Gross domestic product

Leading indicator

Consumer price index

Czech

Republic

Denmark

Finland

France

Germany

Greece

Gross domestic product

Leading indicator
Consumer price index

Gross domestic product

Leading indicator
Consumer price index

Gross domestic product

Leading indicator
Consumer price index

Gross domestic product

Leading indicator
Consumer price index

Gross domestic product

Leading indicator
Consumer price index

Gross domestic product

Leading indicator
Consumer price index

*w*

% change from:

previous previous

period year

level:

current same period

period last year

04 09

Mar. 10

quo

Q4 09

Mar. 10

Mar. 10

quo
Mar. 10

Apr. 10

Q4 09

Mar. 10

Mar. 10

Q110

Mai. 10

04 09

Mar. 10

Mar, 10

04 09

Mar. 10

Mar. 10

04 09

Mar. 10

Mar. 10

Q4 09

Mar. 10

Mar. 10

Q4 09

Mar. 10

Mar. 10

Q4 09

Mar. 10

Mar. 10

0.9

0.5

0.9

0.4

0.7

1.1

0.1

0.6

0.3

1.2

0.5

0.0

-1.5

0.5

0.7

0.2

0.3

0.2

1.0

0.6

0.0

0.3

0.5

0.6

0.0

0.5

0.0

1.0

0.5

-0.8

0.0

3.1

2.7 Current balance

5.6 Unemployment rate
2.9 Interest rate

-1.9 Current balance

8.5 Unemployment rate
2.0 Interest rate

Hungary Gross domestic product

Leading indicator

Consumer price index

Q4 09

Mar. 10

Mar. 10

-0.4

0.1

0.7

-5.3

15.0

6.0

Iceland Gross domestic product

Leading indicator

Consumer price index

Q4 09

Apr. 10

3.3

0.2

-7.0

8.3

Ireland Gross domestic product

Leading indicator

Consumer price index

Q4 09

Mar. 10

Mar. 10

-2.3

0.9

0.1

6.9

-3.1

Italy Gross domestic product

Leading indicator
Consumer price index

04 09

Mar. 10

Apr. 10

-03

0.1

0.4

-3.0

11.8

1.5

Japan Gross domestic product

Leading indicator
Consumer price index

Q409

Mar. 10

Mar. 10

0.9

0.9

0.3

-1.4

12.3

-1.1

Korea Gross domestic product

Leading indicator
Consumer price index

Q110
Mar. 10

Apr. 10

1.8

-0.6

0.5

7.8

6.8

2.6

Luxembourg Gross domestic product

Leading indicator

Consumer price index

Q4 09

Mar. 10

Apr. 10

-0.2

0.8

0.3

1.4

14.5

2.3

Mexico Gross domestic product

Leading indicator
Consumer price index

Q4 09

Mar. 10

Mar. 10

2.0

-0.1

0.7

-2.4

9.5

5.0

-2.4 Current balance

17.1 Unemployment rate
1.1 Interest rate

-2.5 Current balance

1.4 Unemployment rate

3.9 Interest rate

Current balance

Unemployment rate
Interest rate

Current balance

Unemployment rate
Interest rate

Current balance

Unemployment rate
Interest rate

Current balance

Unemployment rate
Interest rate

Q4 09

Mar. 10

Apr. 10

Q4 09

Mar. 10

Apr. 10

-15.86

5.3

4.55

2.49

4.9

04 09

Mar. 10

Apr. 10

Feb. 10

Dec. 09

Apr. 10

Q4 09

Mar. 10

Apr. 10

62.60

7.3

-3.98

10.2

0.86

11.0

5.03

Dec 09

Mar. 10

Apr. 10

-3.04

-5.11

5.7

3.10

1.78

4.6

1.1

11.9

1.8

Current balance

Unemployment rate
Interest rate

Q409

Mar. 10

Apr. 10

2.62

8.1

-4.32

7.7

-1.2

13.7

1.4

Current balance

Unemployment rate
Interest rate

Q4 09

Mar. 10

Apr. 10

-9.25

8.2

0.49

-6.40

8.1

0.89

1.0

1.5

Current balance

Unemployment rate
Interest rate

Q110
Mar. 10

Mar. 10

1.30

8.6

0.50

0.04

10.9

2.62

-3.1

3.4

0.7

Current balance

Unemployment rate
Interest rate

Q4 09

Mar. 10

Apr. 10

0.58

7.9

1.42

-1.04

6.0

2.50

-3.0

10.9

2.2

Current balance

Unemployment rate
Interest rate

Q409

Mar. 10

Apr. 10

4.01

7.6

0.69

1.65

5.3

2.06

-5.1

11.5

0.6

Current balance

Unemployment rate
Interest rate

Feb. 10

Mar. 10

Apr. 10

-0.17

9.0

-0.14

7.7

-0.3

9.6

1.6

Current balance

Unemployment rate
Interest rate

Feb. 10

Mar. 10

Apr. 10

-4.98

10.1

-5.50

9.1

46.18

7.4

-1.13

79

-3.03

96

977

Q4 09 -0.04 0O6

Q110 7.4 6.9

Apr. 10 8.00 14.54

Q4 09 -0.90 -1.03

Mar. 10 13.2 10.9

Apr. 10
* *

-10.82

7.8

Current balance

Unemployment rate
Interest rate

Feb. 10

Mar. 10

Mar. 10

12.42

5.0

0.17

7.49

4.8

0.47

Current balance

Unemployment rate
Interest rate

Mar. 10

Mar. 10

Mar. 10

1.20

3.8

2.83

5.79

3.7

2.45

Current balance

Unemployment rate
Interest rate

Q4 09

Mar. 10

Apr. 10

0.48

5.6

0.31

5.4

Current balance

Unemployment rate
Interest rate

Q4 09

Feb. 10

Apr. 10

077

5.2

4.63

-5.36

5.1

5.99

Netherlands Gross domestic product

Leading indicator
Consumer price index

Q409

Mar. 10

Mar. 10

0.2

0.6

1.2

-2.6

11.6

1.0

Current balance

Unemployment rate
Interest rate

Q4 09

Mar. 10

15.26

4.1

5.59

3.1
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% change from: level:

previous

period

previous

year

current same period

period last year

New Zealand

Norway

Poland

Portugal

Slovak

Republic

Spain

Sweden

Switzerland

Turkey

United

Kingdom

United

States

Euro area

Non-members

2 Brazil

'China

2 India

Gross domestic product

Leading indicator

Consumer price index

Gross domestic product

Leading indicator

Consumer price index

Gross domestic product

Leading indicator

Consumer price index

Gross domestic product

Leading indicator

Consumer price index

1 Russian Gross domestic product

Federation Leading indicator

Consumer price index

Gross domestic product

Leading indicator
Consumer price index

Gross domestic product

Leading indicator

Consumer price index

Gross domestic product

Leading indicator

Consumer price index

'Indonesia Gross domestic product

Leading indicator

Consumer price index

2 South Gross domestic product

Africa Leading indicator

Consumer price index

Q409 08 0.9 Current balance

Mar, 10 -0.2 1.8 Unemployment rate
QUO 0.4 2.0 Interest rate

Gross domestic product

Leading indicator
Consumer price index

Q4 09

Mar. 10

Mar, 10

0.1

0.0

0.5

-1.2

2.1

3.4

Gross domestic product

Leading indicator

Consumer price index

Q409

Mar. 10

Mar. 10

1.3

1.0

0.3

3.1

6.4

2.6

Gross domestic product

Leading indicator

Consumer price index

Q4 09

Mar. 10

Mar. 10

-0.2

0.9

1.1

12.3

0.5

Q4 09

Mar. 10

Mar. 10

Q110

Mar. 10

Mar. 10

Q4 09

Mar. 10

Mar. 10

Q309

Mar. 10

Mar. 10

Q4 09

Mar. 10

Mar. 10

Mar. 10

Feb. 10

Q4 09

Mar. 10

Mar. 10

Q409

Mar. 10

Mar. 10

2.0 -3.5

1.9 23.2

0.1 0.8

Gross domestic product Q4 09 -0.1 -3.1

Leading indicator Mar. 10 0.6 10.9

Consumer price index Mar. 10 0.7 1,4

Gross domestic product Q4 09 -0.6 -1.5

Leading indicator Mar. 10 0.9 11.2

Consumer price index Mar. 10 0.2 1.2

Gross domestic product Q4 09 0.7 0.0

Leading indicator Mar. 10 0,6 13,5

Consumer price index Mar. 10 0.1 1.4

Gross domestic product Q4 09 2.3 4.1

Leading indicator Mar. 10 0,9 13.2

Consumer price index Mar. 10 0,6 9.6

Gross domestic product quo 0.2 -0,3

Leading indicator Mar. 10 0.3 11.1

Consumer price index Mar. 10 0.5 3.4

0.8 2,5

0.8 12,8

0,4 2,3

0.0

0.5

0.9

1,0

0.6

0.7

2.0

-0.3

0.5

-0.3

1.2

0.5

0,3

0.0

Q4 09 1.5

Mar. 10 1.0

Mar. 10 -0.2

0.8

0.7

0.8

-2.2

12.3

1,4

Current balance

Unemployment rate
Interest rate

-9.2 Current balance

15.2 Unemployment rate
6.5 Interest rate

4,3 Current balance

13.0 Unemployment rate
5,2 Interest rate

Q4 09

Q4 09

Apr. 10

-2.26

7.3

2.69

Q4 09 19.95

Feb. 10 7.31

Q1 09 -3,06

-1.98

4.7

3.12

Current balance Q409 14.91 16.67

Unemployment rate Jan. 10 3.3 3.0

Interest rate Apr. 10 2.39 2.87

Current balance Jan, 10 -1.18 -1.17

Unemployment rate Mar, 10 9.1 7.9

Interest rate Apr. 10 3.86 4.30

Current balance Feb. 10 -1.73 -1.53

Unemployment rate Mar. 10 10.5 9.0

Interest rate Apr. 10 * *

Current balance Q3 09 0,18 -1.59

Unemployment rate Mar, 10 14,1 10.6

Interest rate Apr. 10
* *

Current balance Feb. 10 -9,08 -12.38

Unemployment rate Mar. 10 19,1 17.4

Interest rate Apr. 10 * *

Current balance Q4 09 6.07 9.24

Unemployment rate Mar. 10 8.7 7.8

Interest rate Apr. 10 0.29 0.30

Current balance Q4 09 12.47 5.50

Unemployment rate Q409 4.6 3.7

Interest rate Apr. 10 0.25 0.40

Current balance Q4 09 -4.30 -5.71

Unemployment rate Dec 09 11.7 11.7

Interest rate Apr, 08 16.65 17.86

Current balance Q4 09 -2.75 -10.78

Unemployment rate Jan. 10 7,8 6,8

Interest rate Mar, 10 0.60 1.83

Current balance Q4 09 -115.59 -154.88

Unemployment rate Mar. 10 9.7 8.6

Interest rate Apr. 10 0.30 0.89

Jan. 10 -11.56 -21.00

Mar. 10 10.0 9,1

Apr. 10 0.64 1,42

12.29

20.80

-8,38

Current balance

4,7 Unemployment rate
1,7 Interest rate Dec. 09 1,86 1.90

6.2 Current balance Q2 09 -5.81 -9.02

6.3 Unemployment rate
14.9 Interest rate

5.4 Current balance Q4 09 3.47 -0.59

12.7 Unemployment rate
3.4 Interest rate Mar, 10 6.98 10.65

-1.6 Current balance Q109 -3.88 -6.20

7,4 Unemployment rate
4,8 Interest rate Mar, 10 6.95 8.62

Gross Domestic Product: Volume series; seasonally adjusted. Leading Indicators: A composite indicator based on other indica¬

tors of economic activity, which signals cyclical movements in industrial production from six to nine months in advance. Consumer

Price Index: Measures changes in average retail prices of a fixed basket of goods and services. Current Balance: Billion U5$;

seasonally adjusted. Unemployment Rate: % of civilian labour force, standardised unemployment rate; national definitions for

Iceland, Mexico and Turkey; seasonally adjusted apart from Turkey. Interest Rate: Three months; *refers to euro area.

,.=not available

'Accession candidate to OECD

: Enhanced engagement programme

Source: Main Economic Indicators, April 2010
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Poverty declines

The number of people worldwide living in

absolute poverty-the World Bank defines

this as people surviving on less than $1.25 a

day-has fallen by about half a billion since

1990. China is a major contributor to the

decline: its absolute poverty fell from about

60% in 1990 to only around 16% in 2005.

India, too, saw some progress, as poverty

there fell from 60% to 42%.

According to Perspectives on Global

Development: Shifting Wealth, about 65 poor

and middle-income economies have grown
twice as fast as richer OECD ones over the

past 20 years. The upshot has been

convergence between rich and poor

countries, and a decline in absolute poverty.

Such a shift is not enough to end poverty

of course-factors such as better governance
also count. Indeed, some countries in

sub-Saharan Africa have notched up

impressive earnings from natural
resources but have seen few benefits

reaching the poor, whereas some other

countries that have enjoyed no economic

convergence at all have made impressive

inroads on poverty.

Still, the shifting economic geography

could boost these "poor" or "struggling"

countries over the longer term, as

emerging economies like China and
India create new flows of aid, trade and

investment opportunities in the

developing world.

See www.oecd.org/dev/gdo

Poverty rates decline
% living with less than $1.25 a day

in developing countries

20%

1990 1993 1996 1999 2002 2005

Source: OECD

Post-final analysis

The staging of the World Cup in South

Africa was a tribute to that country's

transformation since Apartheid in the

1990s. However, poverty persists. Some

54% of South Africans are poor, based on a

national definition of poverty of living on $4

a day. And poverty and inequality still reflect

race, as our graph shows. While widespread

access to services such as housing, water

and electricity has improved substantially,

the link between race and poverty remains

remarkably strong by international
standards, as the income of black South

Africans continues to lag behind whites and

Asians in the country.

Moreover, inequality within racial groups

and especially the black African community

is rising too. For South Africa generally, one

of the more robust measures of inequality
called the Gini coefficient rose from .66

to .70 between 1993 and 2008, indicating

more inequality. But the measure increased

even more sharply-from .54 to .62-in the

African community itself. This changing

poverty profile will influence how South

Africa tackles inequality. As a recent report

for the OECD notes, "Instead of targeting

action at people on grounds of race,

programmes could be more effective if they
focus on inequality within social groups."

See www.oecd.org/southafrica and

www.oecd.org/statistics/factblog

Leibbrandt, Murray, and Ingrid Woolard, Arden

Finn and Jonathan Argent (2010), "Trends in South

African Income Distribution and Poverty since the

Fall of Apartheid", OECD Social, Employment and

Migration Working Papers No 101, Paris.

Personal income per capita per race group in South Africa

Absolute value (2000 rands)
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As ofSeptember 6th, 7 direct weekly flights

from Santiago to Paris, the capital of fashion,

romance and glamour.
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