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Readers’ views

We welcome your feedback. 

English lesson

The OECD Observer was as usual 
informative and interesting, but I wish to 
comment on “Higher Education: Funding 
and affordability” by David Willetts (No 
287, Q4 2011). Mr Willetts is Minister 
of State for Universities and Science, 
Government of the United Kingdom. The 
article is accurate about the changes in 
funding of higher education which are now 
being introduced here. Non-UK readers 
however will probably not appreciate 
(although stated) that he writes about 
higher education solely in England. 

The minister fails to mention that Scotland, 
Wales and Northern Ireland, which have 
partial devolution, are funding universities 
differently, with a greater proportion of 
students’ costs being met by government. 
Readers should therefore note that there 
is no universal United Kingdom, or even 
British, policy on university funding.

Tudor Miles, Greenwich, London

Later recovery? OECD Observer poll

In an informal opinion poll posted on 
www.oecdobserver.org, “When will a global 
economic recovery take hold?” 12% of 
respondents replied by mid-2012, 13% by 
end-2012, some 17% said 2013, and 58% of 
respondents said “later”. There were 628 
responses, between end December 2011 
and May 2012. Vote in this quarter’s poll at 
the website.

Comments and letters may be edited for 
publishing. Send your letters to 
observer@oecd.org or post your comments 
at www.oecdobserver.org or 
www.oecdinsights.org
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EDITORIAL

New approaches to bring all on board!

Can 2012 finally mark a new departure for our economies? Can the 
year bring better prospects for our people? Can we embark on a new 
era of stronger, greener and more inclusive growth? This is surely the 
hope of many, and it is also the goal of policymakers as they gather for 
the OECD Ministerial Council Meeting in May with the theme “All on 
board–Polices for Inclusive Growth and Jobs”, followed in June by the 
G20 Leaders’ Summit in Los Cabos, Mexico, and by the Rio+20 UN 
Conference on Sustainable Development.

We are still dealing with the fallout from the global crisis. The recovery 
that started in 2010 did not have the necessary impetus to put the 
world economy back on a solid growth path. It did not bring jobs back 
for the many unemployed. The rebuilding of confidence in markets, 
governments and institutions is still pending. 

It is urgent to act now to break away from this negative spiral! It is 
time to turn this “new normal” into a “different normal”. But how can 
we lay the foundations for stronger, cleaner and fairer economies? 
How can we turn this painful crisis into a new era of broad, inclusive 
and sustained prosperity? 

Since the onset of the crisis, we have scrutinised its causes, trying to 
focus not only on what went wrong, but also on what could be done to 
help countries face the emergency and jump start a jobs-rich recovery. 
We put together a Strategic Response to the Crisis and have since 
launched a number of sectoral strategies: on green growth, innovation, 
jobs, skills and development. We have pioneered work on youth, 
gender, income inequality and migration. 

But this is not enough! The world economy is going through a 
paradigm shift and, thus, we need to identify which of our previous 
ideas, frameworks and tools still hold and which need to change. And 
we want to bring together these two efforts–the proactive strategy to 
continue to help countries develop new sources of growth and the 
renewal of our economic thinking–under an initiative called “New 
Approaches to Economic Challenges”. What is it about? 

OECD member and partner countries are confronted with a hesitant 
recovery, high unemployment, growing inequality (“go social”) and 
unsustainable public finances. 

At the same time, new sources of growth and competitiveness 
need to be identified, including innovation, green growth and 
skills (“go structural” and “go green”) to put our economies back 
on a strong, more inclusive growth path. Updating and upgrading 
the regulatory and implementation capacities of governments 
at all levels; their understanding of how markets function and 
how to deal with the multiple downside risks, will be a key part 
of the exercise. Restoring household and business confidence 
in markets, governments and institutions (“go institutional”), 
addressing long-term challenges related to ageing, resource 
scarcity, climate change and global development, also have to be 
added to the “to-do” list. 

The political aim of the initiative is to contribute to better policies 
for better lives, to focus not only on “what to do”, but also on 
“how to do it”. We believe a new multidimensional gauge of 
progress is now required: one that will incorporate well-being, 
equity, inclusiveness and the environment. We have to build on 
successful cases, such as the OECD’s Better Life Initiative, but 

also to go beyond and develop an analytical framework and  
the tools needed to assess the trade-offs between different well-
being goals and identify the most effective paths towards  
inclusive growth. 

We need to improve our understanding of the mutually 
reinforcing aspects of economic and environmental policies, as 
well as the opportunities they offer and the pitfalls to be avoided. 
As knowledge grows in importance, we must work to incorporate 
the likes of software, design, organisation and other “intangible” 
assets into our economic models. Our “new approaches” must 
also cover other well-being factors, such as equality, investing 
in people and providing them with the right opportunities by 
fostering their skills and education.

This is an ambitious agenda which can only happen if people and 
institutions work together. For that, our governance systems must 
adapt and improve in areas such as corporate and public sector 
accountability, fighting corruption and strengthening democratic 
participation.

Institutions such as the OECD must respond to people’s needs. 
In our OECD Week next 22-24 May, which brings together senior 
policymakers and stakeholders to both our OECD Forum and to 
our Ministerial Council Meeting, we intend to discuss policies 
to generate growth, competitiveness and jobs combined with 
inclusion, integrity and well-being. 
 
www.oecdobserver.org/angelgurria
www.oecd.org/secretarygeneral

The world economy 
is going through a 
paradigm shift

Angel Gurría  

Secretary-General of the OECD

Our ambitious agenda can only happen if people and 
institutions work together
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How Turkey was able to differentiate itself
Ali Babacan, Deputy Prime Minister for Economic and Financial Affairs, Turkey, 
and Chairman of the OECD Ministerial Council Meeting 2012 

Having left the most difficult years of the global crisis behind us, 
it is now universally recognised that Turkey is one of the countries 
which has managed to put its economy back on the path to strong 
growth in a short period of time. 

The outstanding performance of the Turkish economy has been 
demonstrated by 9.2% and 8.5% growth rates recorded in 2010 
and 2011, ranking Turkey as one of the fastest growing economies 
globally. Unlike most other countries, Turkey has been able to 
increase employment by 3.7 million since the first quarter of 2009. 
What factors contributed to Turkey’s resilience against the impacts 

of the global crisis? Approaching this question only from a “time 
of the crisis” angle would lead to an incorrect diagnosis of the case. 
What Turkey has achieved today reflects the outcome of policies it 
has been implementing with determination over the last decade, 
with the aim of achieving a stable, dynamic and well-functioning 
market economy. 

Looking back, we see that two areas of reform have been especially 
instrumental for Turkey in facing the global crisis: the existence of 

disciplined fiscal and monetary policies, along with a strengthened 
banking sector. 

Fiscal discipline was at the heart of our programme after we 
experienced the bitter consequences of derailed public finances 
and high and chronic inflation during the 1990s. Long-lasting 
fiscal discipline, in parallel with the existence of stability-oriented 
monetary policies, have tremendously improved the predictability 
of our economic policies, thus boosting confidence in the economy. 
This has had two important effects: Confidence in our currency has 
risen and the borrowing costs for both the public sector and the 
private sector have decreased significantly.

Fiscal discipline, a decline in borrowing costs and strong growth 
led to a sharp reduction in EU-defined government debt stock as a 
share of GDP, from 74% in 2002 to 40% in 2008. The fiscal space 
created during this period increased our room for manoeuvre later 
on in the crisis.

Improved banking sector supervision and our regulatory 
framework, which were in place before the crisis, led to a strong 
banking sector with high capital adequacy and high profitability, 
and enabled the sector quickly to return to regular lending activities 
during the crisis.

Policies implemented at the same time also enabled a quick 
rebound of the economy by limiting any loss of confidence both 
in domestic and international markets. Supportive policies were 
utilised in a timely, well-targeted and measured manner at the peak 
of the crisis. The main objectives of these policies were to prevent 
any sort of liquidity shortages in the markets, increase investor and 
consumer confidence, minimise employment losses, improve the 
employability of those out of work, support job seeking activities 
and ease access to unemployment insurance. 

Aware of the importance of preserving this positive policy outlook, 
we announced a Medium-Term Programme in September 2009 
in which fiscal discipline and price stability were assured. The 
announcement of longer-term policy perspectives boosted both 
investor and consumer confidence, which led to a rise in domestic 
demand and employment. Creating a virtuous circle between 
growth and employment generation was instrumental in Turkey’s 
strong rebound after the global crisis. 

Turkey has succeeded in outperforming many countries in various 
areas during the global crisis, and our main goal now is to continue 
by strengthening our position. The stability we have maintained 
over the last decade has allowed us to introduce long-term targets 
and plans of action. In order to secure even greater prosperity, we 
will continue with reforms to enhance the competitiveness and 
flexibility of the economy. 

Visit www.treasury.gov.tr 

Turkey’s achievements reflect the outcome of policies that have 
been implemented with determination over the past decade 
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Meeting the global water challenge

Through our Creating Shared 
Value reporting, we aim to share 
information about our long-term 
impact on society and how this 
is linked to the creation of our 
long-term business success. 

Alongside our other CSV key 
focus areas of nutrition and 
rural development, this year’s  
report summarises Nestlé’s 
response to the water challenge 
in five key areas: 

www.nestle.com /csv
Visit the CSV Section of our website for a complete report 
of our progress, challenges and performance in 2011

> Public policy
> Collective action
> Direct operations
> Supply chain
> Community engagement

Nestlé’s Aman Bajaj Sood (left) and 
farmer Harinder Kaur take part in a 
Farmer Water Awareness Programme 
provided near the Nestlé factory in 
Moga, India.
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The G20: Initiatives to 
face global challenges
Ambassador Patricia Espinosa, Minister of Foreign Relations, Mexico

We live in a globalised world where a significant event occurring 
today in a given place has direct and immediate consequences in 
the rest of the world. Hunger in Africa and the political turmoil 
in the Maghreb have translated into new migration flows towards 
countries of greater relative development. 

Unemployment in the latter means fewer imports and, in 
consequence, diminished growth outlooks in emerging economies. 
The current energy trends contribute to global warming, which not 
only affects our economies but also our health and even threatens 
our survival as a species.

Undoubtedly, we must either accept our shared future, or we will 
have none. In the wise words of Gro Harlem Brundtland, a quarter 
of a century ago: “We live in an era in the history of nations when 
there is greater need than ever for co-ordinated political action and 
responsibility”. This is what Mexico has been referring to as  
co-responsibility in international relations.

In accordance with this sense of co-responsibility, Mexico has been 
a committed participant in some of the most important global 
forums, such as the UN Security Council or the Conferences 

on Climate Change, the 16th edition of which was celebrated in 
Cancun, Mexico, towards the end of 2010. For this very reason, 
Mexico now chairs the work of the Group of 20, or G20, aiming 
to set the stage for a new global economic order through the co-
ordination of macroeconomic policies that provide stability to the 
markets, guarantee liquidity flows, strengthen the recovery of the 
global economy and ensure economic growth and well-being in 
every country of the world.

Mexico has sought to balance the G20 agenda to make sure that 
addressing urgent matters does not detract from other equally, if 
not more, important issues in the medium and long term. The five 

priorities that Mexico has established this year for the work of the 
G20 are:

1. Economic stabilisation and structural reforms for growth and 
employment. We believe that the recovery of confidence in the 
markets is essential to restore sustainable growth, and it must be 
complemented by a joint commitment to carry out the necessary 
structural reforms.

2. Strengthening the financial systems and fostering financial 
inclusion to promote economic growth. Current instability of the 
markets in developing countries shows the need to improve the 
current regulatory framework. At the same time, we must further 
inclusion, financial education and consumer protection as effective 
ways of promoting growth, reducing poverty and fostering the 
responsible use of banking services.

3. Improving the international financial architecture.  
It is imperative to continue strengthening and reforming the 
international financial institutions such as the IMF, the World 
Bank and the Financial Stability Board.

4. Enhancing food security and addressing commodity 
price volatility. The fluctuations in food prices affect the most 
impoverished families. Therefore, Mexico promotes food security 
through the strengthening of production and productivity of the 
food and agriculture sector at the global level in a sustainable and 
inclusive way.

5. Promoting green growth–a type of economic growth based 
on strategies to improve productivity, foster innovation and 
research, and create new business opportunities and markets 
that are sustainable in nature. This is a horizontal theme in 
the G20 agenda, present in other areas such as energy, food 
security, employment opportunities and training, infrastructure, 
international co-operation for development and climate  
change financing.

Mexico aims for the G20 to face some of the most pressing 
challenges in terms of global governance more efficiently, and for it 
to be able to adopt measures not only to face the current crises, but 
also to address structural challenges and thus prevent new crises 
such as the one experienced in 2008. In order to accomplish this 
task, we are working with governments not currently represented 
in the G20, as well as with representatives of civil society, the 
private sector, labour unions, academia, youth, parliamentarians 
and global and regional international organisations.

I am convinced that the next G20 summit that will take place in 
Los Cabos, Mexico, in June will contribute to shape a new global 
economic order that will stimulate the economic growth of our 
nations, while promoting the greater well-being of each and every 
sector in our societies.

Visit www.g20.org

EDITORIAL

We must either accept our shared future, or we will have none
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News brief
Soundbites
Unprofitable stereotype 

“The thing is, businesses still see 
women as mothers, or future mothers, 
who can walk away from their jobs, 
either for a time or for good. In short, 
they are unreliable troublemakers. And 
businesses make them pay for it.” 
Nathalie Raulin, in a special focus on women’s 
issues, www.liberation.fr, 4 May 2012 

Investment call

Austerity has led peripheral 
governments to cut back spending on 
public works. While this is inevitable, 
they should not overdo it.

Editorial in Financial Times, 10 April 2012

Profit warnings

Economy-wide corporate profit margins 
are over 10%, not only the highest on 
record, but now fully 20% higher than 
they were at the most recent peak, 
before the onset of the great recession.

James Saft, Reuters commentator, March 2012

The world is flat

 “The saying internally is that flat is the 
new up.” 
Unnamed Asian-based investment banker, on 
30-40% pay cuts in investment banking, in 

International Herald Tribune, 15 February 2012

The average tax and social security burden 
on employment incomes increased in 
26 out of 34 OECD countries in 2011 
according to the new OECD Taxing Wages 
publication. The tax burden is measured 
by the total taxes paid by employees and 
employers–once family benefits are taken 
into account–as a percentage of total 
labour costs.

In most countries the higher overall tax 
burden was due to personal income tax, 
rather than increased social security 
contributions. Only five countries raised 
their statutory tax rates on average 
earnings. In most cases the rise in the tax 
burden was due to a higher proportion of 
earnings being subject to tax because the 
value of tax free allowances and tax credits 
fell relative to earnings. In a few countries 
including the Czech Republic, Hungary 
and Ireland they were actually reduced in 
nominal terms.

Tax payers in Ireland, Luxembourg, 
Portugal and the Slovak Republic were 
among those hit with the largest increases. 
Those in New Zealand and the US saw 
their tax burden fall. Single people in 
Hungary faced the biggest increase in the 
tax burden, but families with children 
enjoyed the biggest reduction due to a 
reform of the child tax relief scheme 
that changed from a tax credit to a more 
advantageous tax allowance in 2011.

Visit: www.oecd.org/ctp/taxingwages

Diabetes alarm
Some 83 million people suffer from 
diabetes in the OECD area. On current 
trends, that will rise to almost 100 million 
by 2030.

Speaking at the European Diabetes 
Leadership Forum in Copenhagen, OECD 
Deputy Secretary-General Yves Leterme 
said, “preventing and treating diabetes and 
its complications costs about €90 billion 
annually in Europe alone. With health 
budgets already under great pressure and 
national budgets severely strained, for the 
sake of our health and the health of our 
economies we must find ways to prevent and 
manage diabetes in a cost-effective manner.”

In the coming 10 years, more than two out 
of three people will be overweight or obese 
in some OECD countries. Across OECD 
countries, obese people earn up to 18%  
less than non-obese people. And they  
are eight times more likely to develop  
type 2 diabetes. 

Visit: www.diabetesleadershipforum.eu

Economy 
Composite leading indicators from the 
OECD, which are designed to anticipate 
turning points in economic activity, 
continue to point to a positive change in 
momentum in the OECD as a whole but 
with some divergence between major 
economies, Japan and the US showing 
strong signs of regained momentum 
while Italy and France point to continued 
sluggish economic activity.
 
The OECD area unemployment rate was 
8.2% in February 2012, and has remained 

broadly at this level since January 2011. 
The euro area unemployment rate rose 
by 0.1 percentage point (for the eighth 
consecutive month) to 10.8% in February, 
maintaining a record high since the 
start of the global financial crisis. The 
unemployment rate for Spain is the 
highest in the OECD area.

Unit labour costs in the OECD area fell 
0.3% in the third quarter of 2011, marking 
a decrease in most major economies. In 
Canada and Germany, they fell by 0.4% 
and in the United States by 0.3%, mainly 
driven by improved labour productivity. 
ULCs fell by 1.7% in Japan, partly due to 

a technical rebound in GDP growth after 
the earthquake disaster.

Merchandise trade contracted in most 
major economies in the fourth quarter 
of 2011. Total imports of G7 and BRICS 
countries shrank by 0.2%, following the 
0.7% fall recorded in the previous quarter. 
Total exports fell 1.2% compared to a 
0.9% increase in the previous quarter.

Consumer prices in the OECD area rose 
by 2.7% in the year to March 2012, with 
diverging and offsetting  movements in 
energy and food price inflation. Energy 
prices rose by 6.5% in the year to March, 

Rising tax burden
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Plus ça change...

“We may in the nineteen sixties witness a 
revolution in economic thought, when investment 
in education and research will become 
emancipated from the family of “exogenous 
factors” and take its due place among the 
variables of traditional economic theory.” 

“What makes an economy grow”, by Ingvar 
Svennilson, in Issue No 1 1962 

NEWS

Korea recovered faster and more vigorously 
from the global crisis than most OECD 
countries, but strong economic growth 
alone will not be enough to address the 
fundamental challenges posed by its 
rapidly ageing population and rising 
inequality, according to the OECD’s latest 
Economic Survey of Korea published in May.

Poland has also been a strong performer 
through the global economic crisis, 
making impressive steps toward reducing 
the income gap with its EU partners. 
With the European economy slowing, the 
country must take new measures to reduce 
government deficits, implement reforms 
and lay the foundations for sustainable 
long-term growth, according to the OECD’s 
Economic Survey of Poland in April.

Sweden should establish an independent 
committee to oversee its National Pension 
Funds and set a clear, measurable financial 
objective for investments to ensure their 
long-term viability, according to the 
working paper OECD Review of the Swedish 
National Pension Funds released in April.
Slovak Republic should help preschool 
teachers improve their skills, and should 
encourage preschool teachers to keep 
improving their qualifications throughout 
their career and attract more young 

Source: OECD
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people, especially men, to the profession, 
according to Quality Matters in Early 
Childhood Education and Care: Slovak 
Republic, issued in March. 

England should involve parents and 
communities more closely in the running 
of kindergartens and encourage firms to 
offer more flexible working hours in order 
to improve the quality of early childhood 
education and care services, according 
to Quality Matters in Early Childhood 
Education and Care: United Kingdom 
(England) issued in April. 

The UK has significantly boosted its 
foreign bribery enforcement efforts but 
needs to be more transparent when 
resolving cases, according to a new report. 
on the UK’s application of the OECD anti-
bribery convention. 

Hungary’s law banning bribery of foreign 
public officials is relatively good on paper 
but lacks effective application, according 
to a new OECD report in March. See www.
oecd.org/bribery 

Visit www.oecd.org/newsroom

Country roundup

The three winners of the 2012 Global 
Youth Video Contest have been 
announced: Kato Jonan, 24, from Uganda 
for “Education and skills”; Rachit Sai 
Barak, 20, from India for “Education is 
everything”; and Sharon Chan, 24, from 
Australia for “The empowering toolbox”. 
The judges–which included the 2011 
competition winners–made their choice 
from 180 entries and over nine hours of 
viewing. 

Public-private partnerships (PPPs) can 
provide savings for government and 
returns for business. Currently schemes 
in OECD countries represent about $0.8 
trillion, with projects of a similar amount 
in the pipeline. But PPPs can be difficult 
to get right in practice, costing money and 
possibly damaging credibility on all sides. 

A new OECD Recommendation on 
Principles for Public Governance of Public-
Private Partnerships can help get PPPs 
right, by providing best practice advice 
on what works and what doesn’t. They 
offer concrete guidance on when to use a 
PPP–better for building roads than, say, for 
projects using rapidly evolving technology. 
Institutional design, regulation, 
competition, transparency, fiscal policy and 
long-term follow-up all matter. 

For more, see www.oecd.org/gov

up from 7.9% in February, while food 
price inflation slowed to 3.5% in the year 
to March, down from 3.8% in February. 

Visit www.oecd.org/statistics

Aid falls
Major donors’ aid to developing countries 
fell by nearly 3% in 2011, breaking a long 
trend of annual increases. Disregarding years 
of exceptional debt relief, this was the first 
drop since 1997. Continuing tight budgets 
in OECD countries will put pressure on aid 
levels in coming years. See Databank, page 
96, and www.oecd.org/development

Visit: www.oecd.org/dac 
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A new vision of growth and well-being
Pier Carlo Padoan, Chief Economist and Deputy Secretary-General of the OECD

The economic headlines may have 
brightened somewhat in 2012, but 
an OECD Spring this is not. The 
economic and financial crisis has left 
deep scars that will take a long time 
to heal and which will shape policy-
making for years to come. 

Lower potential output, higher total and 
long-term unemployment, vast public and 
private debt, and volatile capital markets 
are just some features of the new reality 

policymakers face. Income inequality has 
widened further too, which is not helpful 
for long-term growth, while there is the 
rising cost of addressing climate change 
to take on board. These challenges 
are daunting. 

If advanced countries are to avoid 
permanently lower growth and welfare, 
returning to business-as-usual must be 
ruled out. Today’s “new normal” of lower 
growth and tighter public finances makes it 

hard to maintain welfare and meet higher 
social costs. Policymakers need to take 
decisive policy action, but for long-term 
growth, they will need more than that. 

Advanced economies that are close to the 
so-called “technological frontier” will only 
grow to the extent that they can move that 
frontier forward, and this requires tapping 
into new sources of growth. 

In contrast, emerging economies are 
still in the process of catching up with 
developed ones, and should continue to 
grow as a result. But while the process 
of shifting wealth, with a recalibration of 
world GDP towards Asia and other major 
emerging economies more generally, is 
an opportunity, it is also a serious global 
challenge. 

The crisis has proven that instability 
is an inherent characteristic of market 
economies. The “great moderation”–that 
promised era in which business cycles 
would be less volatile–proved to be 
illusory and dangerously misleading. 
A host of misguided policies in financial 
markets, distorted incentives and 
insufficient systems of control contributed 
to an environment in which excessive risk 
taking and a (mis)allocation of resources 
towards unsustainable investment 
became all too widespread. 

International imbalances, between 
surplus and deficit countries in 
particular, reflected skewed savings and 
investment choices, but also ill-adapted 
policies on reserve accumulation and 
exchange rates. As globalisation and inter-
connectedness affect every dimension 
of our economic and social lives, these 
nationally oriented policies proved to be 
not only ineffective, but made the global 
imbalances worse. All the more reason 
why this era of shifting wealth calls for 
more international co-operation between 
developed and emerging economies, 
particularly as we must try to avoid 
unbalanced global growth in the 
years ahead.

ECONOMY & INCLUSIVE GROWTH
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Understanding why imbalances, whether 
at global, national or business levels, grow 
and persist is essential to identifying 
market failures. Redressing them will 
demand new policy thinking, advice and 
design on all fronts.

Take also the problem of public debt, which 
has risen sharply since the crisis started. 
To be sure, domestic policies are partly to 
blame. Some OECD countries are paying 
a high price for not having done more to 
balance their budgets during the good 
times. In other countries public finances 
seemed in good shape before the crisis, 
but the cost of lax policies that encouraged 
property bubbles and a swelling in private 
debt is now being sorely felt. 

More attention must be paid to the 
relationship between public finances and 
growth. There is now clear evidence that if 
debt becomes too high, growth will suffer 
on a permanent basis. A better allocation 
of spending and taxation can help address 
this problem. Likewise, more attention 
must now be devoted to how public goods 
such as education, health, environmental 
protection, etc, will be provided and what 
roles the state and markets can play. 

Towards a new growth vision 
Ultimately, the pre-crisis paradigm was 
unsustainable, economically, socially 
and environmentally, and we need a new 
vision of well-being for both advanced 
and emerging economies that recognises 
new challenges, new opportunities and 
new sources of growth. The vision would 
promote green growth and innovation, 
as well as skills, inventiveness and other 
value-adding “intangible assets”. It would 
address some of the causes of the crisis, by 
financial market reforms, for instance, to 
promote stability and growth, discourage 
reckless investment and safeguard wider 
public interests. Growth in our new model 
would be more inclusive than before 
the crisis, since exclusion and widening 
inequalities can damage long-term welfare. 
Moreover, improving the quality of life 
would be recognised as a distinct, desirable 

and measurable outcome of policy.

Advancing towards this new vision of 
inclusive growth would demand a good 
understanding of the relationships and 
trade-offs between myriad factors, and the 
likely side-effects and spillovers of different 
policy options. 

Consider inequality, which has widened 
in many OECD countries in recent 
decades. The proverbial “rising tide” has 
not lifted all boats, as a small portion of 
top earners captured a large share of the 
overall income gains in some countries, 
while other incomes have risen only a 
little, if at all. Would growth-enhancing 
policy reforms have positive or negative 
side effects on income inequality? Which 

redistributional policies might also be 
beneficial for long-term growth? What are 
the complementarities and trade-offs? 
Some policies could produce a double 
dividend by boosting long-run GDP per 
capita and reducing inequality. Investing 
in education and skills, promoting the 
integration of immigrants and helping 
more women into decent employment,  
are just a few examples. 

But other policies entail trade-offs. For 
instance, shifting the tax mix away from 
labour and corporate income taxes towards 
consumption and real estate taxes could 
improve incentives to work, save and 
invest, but could undermine equity if 
regressive tax instruments are not offset  
by measures such as cash transfers for 
lower earners. 
 
Green potential 
Green growth offers the promise of 
boosting welfare via several channels, 
including human capital, technology and 
innovation, while also helping to deal 
with rising fossil fuel costs and climate 

change. Strategies for green growth must 
be centred on the mutually reinforcing 
aspects of economic and environmental 
policy, and seeing the full value of natural 
capital as a factor of production in its 
own right. 

We know that with existing production 
technology and consumer behaviour, there 
is a frontier, a limit beyond which further 
depletion of natural capital will undermine 
overall growth. We do not know precisely 
where that limit lies but we do know 
that we must promote growth that relies 
far less on depleting natural capital. We 
also know innovation will be needed to 
push the technological frontiers outwards 
and help us achieve this decoupling. 
As focusing on GDP as a measure of 
economic progress generally overlooks the 
contribution natural assets make to wealth 
and well-being, the new growth model 
would have to overcome this by using 
measurements that encompass the quality 
and composition of growth.

Green growth raises several policy 
questions which must be addressed. For 
instance, to what extent would introducing 
a carbon tax to tackle climate change, 
affect jobs or cause carbon intensive 
industries to move to other countries? 
Understanding such distributional impacts 
of environmental policies is important for 
competitiveness, for instance.

Assessing future impacts is also key, 
so our approach must also incorporate 
a long time horizon: environmental 
impacts are cumulative and some may 
be irreversible. Though policies are not 
irreversible, growth and technological 
change tend to build on one another, 
creating dependencies and lock-in. One 
only has to think of today’s energy and 
transport sectors to understand this inertia. 
Action taken now can prevent any such 
lock-in from occurring, and help anticipate 
unfavourable or even catastrophic 
outcomes in such a way as to avoid 
significant economic costs in the future. 

The crisis has proven that instability 
is an inherent characteristic of market 
economies
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Nor should our new vision be narrowed 
down to a few economic factors. A 
classical, pre-crisis model that privileged 
pure efficiency and output can no longer 
be relied on for designing and evaluating 
new broader policies, or for measuring 
a country’s overall performance. Rather, 
a multi-dimensional welfare function is 

needed that can allow for the fact that 
society may wish to sacrifice short-term 
economic growth in favour of other well-
being priorities, such as healthcare or more 
leisurely work-life balance.

With this multi-dimensional framework we 
would be able to paint a coherent picture 
of the linkages and identify the different 
variables that affect imbalances and cause 
potential market failures. We would then 
shape the long-run policies and response 
strategies accordingly. 

The OECD has built up half a century 
of cross-cutting experience scrutinising 
and advising on the causes of growth. 
We know, in light of the crisis, that our 
growth model must now be reviewed and 
revamped for the challenges ahead. Our 
new model will be a means to helping 
us better understand how economic, 
structural and institutional policy choices 
might shape global growth prospects in 50 
years time. Above all, it will help us devise 
better policies for better lives. 
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Financial market overhang rather 
than excessive fiscal spending 
threatens confidence today. And there 
are sounds investments which can 
make society healthier. 

Our economic thinking has been revealed 
to be unsound in recent years. In fact, it 
has been distorted by the overwhelming 
power of vested interests in the financial 
sector. This is now quite evident. 

In 2008, we were shown how dangerous 
and costly any illusions of financial stability 
were. The false reassurance financial 
theories provided ironically proved to be 
a destabilising force. Right now, anyone 
considering productive investments in 
the real economy is afraid that the toxic 
financial system will blow up and take the 

world down again. Trust in financiers as 
the arbiters of balance and the nerve centre 
of our economic system has 
been shattered. 

In light of the calamitous evidence 
since 2008, we can now see that we will 
not emerge from this crisis until the 
architecture of our financial system is 
thoroughly reformed. It is this overhang 
rather than excessive fiscal spending that 
threatens business confidence today. The 
simple assumption that we can anchor 
the economic system with certainty in the 
future is a convenience for mathematical 
modelling. But it is absurd. It led to 
the creation of bad maps of financial 
behaviour, and those maps led to excessive 
leverage, inadequate regulation, and toxic 
complex securities. Then, in 2008, our 
ship rammed into the rocks.

A classical, pre-crisis model that 
privileged pure efficiency and output can 
no longer be relied on for measuring a 
country’s overall performance

A pathway to sound 
economic thinking 
Robert A. Johnson, Executive Director, Institute for New Economic Thinking (INET) 

©
 IN

ET

ECONOMY & INCLUSIVE GROWTH



14 

The old financial paradigm is what led us 
to mark-to-model complex securities and 
banks that were too big to fail, in addition 
to being overly opaque and over-leveraged. 
It is this combination that led to a situation 
where banks were bailed out instead of 
taking losses on bad investments–and 
then those same banks were able to turn 
around and demand that entire countries 
be put through the ringer to make sure the 
banks get repaid. Once again, the banks 
use their political power to prevent debt 
restructuring and taking losses on bad 

investments, all while using large amounts 
of the money meant for recapitalisation to 
pay out record bonuses and stockholder 
dividends. 

Our flawed financial regulatory system 
contributes to bad policy choices in 
the real economy. The aversion to debt 
restructuring, in part because of the 
fear of unleashing a financial contagion 
in our opaque regulatory system, leads 
officials to resort to the dead-end policies 
of austerity. But austerity will not bring us 
out of this mess. You cannot cut your way 
to growth and solvency while in a slump. 
But the traditional Keynesian approaches 
of just spending money to get the 
economy back to full employment aren’t 
appropriate either, because in addition to 
stimulus you are incurring debt that will 
have to be serviced over the long term. 
Investment, even during times of demand 
shortfall, must still be chosen to enhance 
productivity. Otherwise the long-term debt 
burden will be unsustainable and crisis 
will merely be delayed. 

But at the margin you can invest in things 
that more than pay for the incremental 
debt. In that case you are making a sound 
investment, making debt more sustainable, 
and making society healthier. One example 
of such a possibility in the United 

States is the significant opportunities 
for investment in failing infrastructure 
and education systems that today could 
be financed at interest rates below 2%. 
In times of persistent unemployment, 
a nation can get the benefits of the 
Keynesian boost to employment, preserve 
the human capital in the labour force 
that would otherwise atrophy through 
persistent idleness, and improve 
productivity in the long term. 

The failure of these old approaches to 
financial structure and regulation, and 
dead-end approaches to debt and demand 
management speak to the need to create 
a more integrated and relevant economics 
that places real human beings and real 
institutions at its centre, not the narrowly 
defined, misleading, and simplistic 
abstractions, that are unconsciously 
embodied in the logic of mechanical 
finance. These visions of conventional 
wisdom, pretending to be scientifically 
valid, ignore the broader costs borne by 
humanity, and the pain is only revealed 
when it emerges as rage, violence, social 
uprising, and other reflections of the 
malfunction of our political economy. 

As Joseph Schumpeter once described, 
economics at its core is about three 
things: politics, politics, and politics. The 
parables of financial theory are themselves 
a reflection of the blind spots and taboos 
in modern politics that anthropologists 
identify when studying tribal cultures. 
Some assumptions simplify and are 
helpful and illuminating. Others introduce 
harmful ideas that are meant to serve 
concentrated powerful interests. 

We need to move beyond blind faith in 
the presuppositions of the old financial 
models. It is time to open up and 
examine those blind spots and taboos 
that have contributed to this false portrait 
of financial process, regulatory design 
and macroeconomic management. The 
foundations that have been implicitly 
accepted are ripe for vigorous challenge in 
light of the damage they have created to 

society. We need new economic thinking, 
however unsettling that might be. Only 
then will economics be able to provide 
us with realistic and relevant maps of the 
economy that will help us get an unstable 
and unproductive financial sector aligned 
with the needs of society.
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We will not emerge from this crisis until 
the architecture of our financial system is 
thoroughly reformed
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The limits to legislation
Heather McGregor, Managing Director and Principal 
Shareholder, Taylor Bennett

When it comes to fixing the economy, 
could the collective efforts of business 
and other interested parties be a better 
solution than passing new laws?

In any economic debate over the free 
market versus the state, there is usually 
an acceptance that government needs 
to intervene. As every economics 
student knows, the free market, if left 
unchecked, makes little if any allowance 
for public goods. But the degree to which 
governments should intervene is always 
hotly debated, and as a small business 
owner I have seen at first hand the result 
of constant intervention: massive collateral 
damage.

A good example of this is the 50% income 
tax rate, imposed in the UK by a Labour 
government but continued by the current 
Conservative-Liberal coalition. In the 
2012 budget it was announced that this 
would be scaled back to 45% from April 
2013, which sounds encouraging until you 
realise that for those at the margin, earning 
between £100,000 and £150,000 a year, 
the loss of personal allowances means that 
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the effective tax rate is far higher than  
45%, or even 50%. In my own business,  
if I want to give myself, or my most senior 
employees, an extra £100, it will cost the 
business nearly £300. In my case this has 
directly resulted in my placing a limit on 
my working hours and suggesting to my 
semi-retired husband that he work more, 
as his tax rate is lower. That works for our 
household, but not for the UK–I run a 
business that, if I work harder, expands 
and creates jobs. He simply spends a few 
more hours a week coaching cricket.

There is no doubt that much needs to be 
done to get the OECD economies back 
on their feet, but additional government 
legislation on things like executive pay, 
or women in boardrooms, both of which 
loom large in the UK, just as in many 
other countries, is not the answer. Both 
these issues need addressing, but by 
the collective effort of interested parties, 
rather than legislation. In the case of 
executive pay, existing shareholder rights, 
and current employee representation on 

pension fund boards, should be used much 
more effectively than they are. And quotas 
for women on boards will simply lead to 
tokenism, which will do nothing for the 
advancement of women in the workplace. 
As a steering committee member of the 
30% Club, a UK-based advocacy group that 
seeks to recruit chairmen to make a public 
commitment to a target for their boards, 
I have seen our efforts, and those of the 
government-initiated Davies Committee, 
which published an independent review 
entitled “Women on Boards” in 2011, 
lead to a rapid rise in the rate of female 
appointments, without the need for 
legislation. I think other countries would 
manage just as well without legislation, but 
they would need a similar “collective effort 
of interested parties”. 

Legislation on either count might win 
approving headlines in tabloid newspapers, 
but it will not do anything to encourage 
sustainable economic growth, which is the 
only thing that matters right now. Until 
growth returns, people will see their real 
incomes shrinking and unemployment will 
remain terrifyingly high. In the UK, for 
instance, the Office for National Statistics 
said in March 2012 that the unemployment 
rate was 8.4% of the economically active 
population, the highest figure since 1995. 

But the more shocking statistic is youth 
unemployment. In the three months to 
January 2012, there were 1.44 million 
unemployed 16 to 24-year-olds in the 
UK, an unemployment rate for them 
of 22.5%. Of these, 311,000 were in full 
time education but were looking for work 
to help pay for it. So that leaves 731,000 
unemployed 16 to 24-year-olds not in 
education, which is not only a waste,  
but a time bomb. 

If this continues, the UK is going to face 
a huge competition problem in about five 
to ten years’ time. The young people of, 
say, China, will be better educated and 
will have proven skills and experience. 
Competition for international investment, 
already challenging, will become even 
tougher if we have a whole generation of 
poorly skilled workers. And the UK is not 
alone. OECD countries ranging from Spain 
and France to the US, and non-OECD 
countries such as South Africa, will suffer 
just as much. 

But even on this issue I would question 
the need for additional government 
intervention, and argue for more corporate 
engagement. My own business, an 
executive search firm with a 30-year 
history, knew by 2004 that we would face 
a talent shortage in about ten years’ time, 
especially among ethnic minorities who are 
much in demand from those of our clients 
based in the UK. Instead of turning to the 
government to solve the problem, we used 
a proportion of our profits to develop and 
fund a 10-week paid training programme 

I would question the need for additional 
government intervention, and argue for 
more corporate engagement
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for graduates from ethnic backgrounds. 
This programme is designed to give 
recent graduates employability skills, 
and also to expose them to a wide range 
of workplaces, opening their minds to 
possible jobs and helping them to secure 
those jobs. 

We have a pleasingly high success rate 
and have increased the numbers on the 
programme each year, with the help and 
support of many of our clients. This 
award-winning programme, which I am 
proud to say was originated and developed 
without any government help, was cited 
by the World Economic Forum in January 
2012 as an example of best practice in 
talent mobility. There is also the work of 
Career Academies UK (CAUK), a charity 
that I chair, which works to raise the 
aspirations of 16 to 19-year-olds through 
the provision of supplementary teaching, 
mentors and paid work experience. 
Founded in the UK ten years ago, and 
based on a successful model in the US, 
it has never qualified for more than a 
tiny amount of government support, and 
has been funded almost exclusively by 
the money and time of 1,000 different 
employers of all sizes. In comparison, the 
UK government’s apprentice schemes are 
a minefield of red tape and take ages to 
set up. 

In summary, legislation is too often 
seen as the answer. But government 
intervention, such as the US 
administration’s worthy but misguided 
wish to see every American a homeowner, 
can lead to massive collateral damage, 
as any shareholder or counterparty of a 
major financial institution will tell you. 
In the pursuit of growth, before rushing 
to put things on the statute book, consult 
business owners and employers and see if 
there isn’t a better way. 
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Was a major lapse of consumer 
protection at the heart of the subprime 
crisis? For consumer advocate Ira 
Rheingold, only better financial 
regulation and consumer protection 
will prevent future meltdowns. 

Over the past five years, the European 
Union and the United States have been 
facing the greatest collective economic 
crisis since the Great Depression. Failing 
banks, mountainous debt, minimal 
consumer savings and disastrous 
unemployment rates threaten our 
countries’ immediate and long-term 

Protecting consumers, and 
the economy too
Ira Rheingold, Executive Director, National Association of Consumer Advocates (NACA), United States
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financial well-being. How we respond to 
this crisis, and how we apply the lessons 
of our own culpability in allowing this to 
happen, will go a long way in determining 
whether the EU and the US can regain 
their moral and financial standing in  
the world. 

As we tackle this difficult challenge, it 
is essential that the needs and voices of 
ordinary consumers be put at the forefront 
of our decision making. This clearly has 
not been the case recently and we’re paying 
the price right now. After two decades as a 
consumer advocate, our current crisis came 
as no surprise to me or my colleagues. It 
has been clear to us since the late 1990s 
that many of our nation’s big institutions 
had lost their way. We watched our 

economies grow dependent on consumer 
debt and simultaneously encouraging the 
reduction of those very same consumers’ 
real incomes and savings. We watched as 
big banks recklessly disregarded the needs 
of consumers and investors, as well as 
their own long-term safety and soundness, 
for immediate and irresponsible profits. 
As we watched this happening, consumer 
advocates warned our governments in 
their race to “deregulate” and “harmonise” 
that the failure to rein in this thoughtless 
and dangerous behaviour and to properly 
protect their nation’s consumers would 
lead to collective financial ruin. And as 
consumer voices were ignored, that’s 
exactly what happened.

What should be clear to everyone by now 
is that the central blame for the breakdown 
of our economies ultimately lies with the 
dishonest and unfair banking practices of 
the world’s largest financial institutions. 
The lending these multinational 
companies conducted, with ridiculously 
complex and opaque financial instruments, 

was negligibly underwritten, unsuitable 
and unsustainable for borrowers, arranged 
by people not bound to act in the best 
interests of the borrower, and filled with 
terms so complex that many individual 
consumers (and investors) could not fully 
understand the nature or magnitude of the 
risks they were taking. 

Had our governments put the needs of 
ordinary consumers first and provided 
effective protection that had truly punished 
institutions engaged in these practices, 
much of the current economic disaster 
could have been averted. Unfortunately 
they did not, and unfair and deceptive 
practices prospered. Simply, when 
financial institutions do a cost-benefit 
analysis of regulation and determine that 
unfair and deceptive practices not only go 
unpunished, but are actually rewarded, 
then those practices will ultimately become 
standard industry behaviour. 

So how do we create a fair and just 
consumer-centric regulatory scheme? 
First, it is essential that we allow all 
levels of government to participate in 
the development of consumer protection 
regulation. Because much of the financial 
services industry operates cross-border, 
these companies must be monitored 
internationally, as their behaviour carries 
risks into every market in which they do 
business. Additionally, while it is important 
that we create international standards of 
financial service industry behaviour, these 
standards–and the desire for international 
harmonisation– must not stymie early 
action or stronger standards by individual 
nations. Conversely, it is equally essential 
that international regulators prevent these 
institutions from avoiding one country’s 
stricter regulations by “exporting” their 
home country’s more lax regulations, 
thus leading to a competitive race to the 
bottom among countries seeking to attract 
corporate headquarters.

Second, on the national level, where 
much of the regulatory failure occurred, 
consumer protection law must be seen as 

an essential part of creating a robust and 
sustainable marketplace and economy. 
For our economies to function properly, 
the financial services market must be 
built and structured from the consumer’s 
perspective. Transparency, substantive 
restrictions, effective and robust 
enforcement and sufficient consumer 
consultation rights must be built into a 
well-managed and well-regulated financial 
services structure. 

Finally, in developing these viable and 
effective consumer protection schemes, 
national governments must allow for a 
strong concurrent and complementary 
role for provincial or state government 
regulators. This level of government can 
provide necessary early enforcement of 
existing standards and also develop new 
standards to address emerging practices 
before they cause widespread consumer 
harm or systemic risk. State and provincial 
legislatures are often in a unique position 
to spot and stop bad practices before 
they become universal. To ensure rapid 
and appropriate responses to abuses in 
the financial credit markets, consumer 
protection and regulation of financial 
institutions must be allowed at all levels 
of government.

Our current financial crisis need not have 
happened and it need not ever happen 
again. We must always remember that in 
our ever more complex and inter-related 
world, the motivation and interests of 
financial institutions often conflict with the 
general well-being of ordinary consumers 
and the long-term economic soundness 
of our nations. Only with a carefully 
constructed and multi-governmental 
regulatory scheme that places consumers 
and consumer protection at its centre will 
we have a fair and honest local and global 
marketplace that is safe and stable, and 
not subject to another corporate-driven 
financial meltdown.
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The breakdown of our economies 
ultimately lies with the dishonest and 
unfair banking practices of the world’s 
largest financial institutions
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EDF generates nearly 10% of France’s elec-
tricity from hydropower: each year its plants 
provide an average of 46 TWh, equivalent to 
the total annual consumption of the Ile-de-
France region.

EDF’s French hydropower production has made 
France the European Union’s leading renewable 
energy producer and is helping to meet national and 
European targets whereby 23% of electricity must be 
sourced from renewable energy by 2020. Combined 
with nuclear energy, it plays a key role in enabling the 
EDF group to produce 95% of its electricity in France 
without CO2 emissions, and to contribute significantly 
to the country’s security.

EDF’s hydropower generation system in metropoli-
tan France includes more than 600 dams and close 
to 450 power plants of different sizes. Hydropower 
is currently the most competitive renewable energy, 
and thanks to its responsiveness, allows to address 
fluctuations in electricity demand.

Two main elements characterise the context in which 
EDF’s hydropower production activity is carried out:

  Predominantly European regulation developments. 
The Water Framework Directive (WFD) is methodi-
cally implemented.

  Growing concerns regarding climate change 
which, together with the protection of biodiversity, 
are now a priority in environmental policies.

In both cases, discussions and decisions take place 
at European, even global, level while a frequent, 
important aspect of hydropower is a case-by-case, 
site-by-site approach, at a local level. This too is 
where the strongest relationships are formed with all 
stakeholders.

An active discussion  
with all stakeholders

EDF takes the view that they should:

  be beyond reproach with respect to their opera-
tions and compliance with all regulations;

  continue and expand their ability to listen to and 
to take into account the views of stakeholders, and 
find the best compromises in the management of 
water resources;

  promote hydropower, given its competitiveness 
and its flexibility, but also its contribution to reduc-
tions in the emission of greenhouse gases. 

Concrete actions are therefore taken only after dis-
cussion with all the stakeholders. Finding compro-
mises is complex because in many cases the different 
uses of water are in conflict with one another. Fur-
thermore, as EDF manages almost 75% of France’s 
surface reserves (7 billion m3 of water), it is expected 
to hold the positions of both arbitrator and overall 
river manager.

That is why EDF not only closely monitors the state of 
resources but also manages its stocks with the grea-
test vigilance in order to guarantee their availability in 
the event of exceptional circumstances. For instance, 
dry summers not only reduce water resources but also 
raise the water temperature. This has led EDF to adapt 
its methods of operation.

An optimized and responsible 
management of water resources

In order to ensure optimal management of its hydro-
plants, EDF has implemented and operates an integra-
ted hydro-meteorological monitoring and forecasting 
system in Grenoble. 

For example, in high mountain ranges, cosmic-ray 
snow sensors calculate the thickness of snow-pack 
water content in order to predict as accurately as pos-
sible the amount of water which will pour into the 
dams when the snow thaws. Combined with measu-
rements of water flow and precipitation, snow-gauge 
measurements allow EDF to forecast the production 
capacities of hydropower stations.

Nearly one billion m3 of water is set aside each year 
by EDF for purposes other than power generation 
either in line with the specifications or agreements 
or because other users have financed a share of the 
reserves.

This is the case for agricultural irrigation, drinking 
water supply and river navigation, but also for the 
creation of artificial snow, for water recreation, tou-
rism, or other leisure activities.

Thus EDF’s hydropower production plays a decisive 
role in the management of water resources at a natio-
nal level as well as in regional economic development. 
It also contributes to support employment in the 
valleys.

The preservation and even restoration, of aqua-
tic environments and the protection of fauna and 
flora are also priorities for EDF, and are materialized 
through many policies, such as:

  Maintaining a minimum flow downstream of the 
installations, so-called “in-stream flow”, needed 
for the development of the aquatic environment; 
it is set to a minimum of 1/10th or 1/20th of the 
average flow of the river, depending on the type 
of installation;

  Creation of crossings so that the dam is not a bar-
rier to migratory fish (salmon, shad or eels). Almost 
100 dams are already equipped;

  Management of sedimentary deposits, crucial to 
the management of river morphology.

In additive, it is generally expected from EDF dams 
to protect downstream from rises in water levels and 
floods, even when the dams were not initially desi-
gned for this purpose, and to support the river flow 
during dry spells. EDF plays a crucial role in the mana-
gement of these natural but extreme events.

EDF sits in on all local and national consultations on 
water management set up by public authorities: water 
agencies, local water committees, etc. It is involved 
with them in the definition of river basin management 
plans, as provided for by law.

EDF’s hydropower plant,
at the heart of water management   challenges in France

In total, more than 1,500 EDF researchers and engineers are employed, along with 3,500 ope-
rators who work at the plants, to maintain and modernise the equipment, limit its impact, 
contribute to river management and protect aquatic environments and, in addition, develop 
hydropower.

This innovative engineering is exported 

The best example is the Nam Theun hydropower plant in Laos with a capacity of 1,070 MW, 
commissioned in 2010. Not only is it vital for Laos development’s, but sponsored by World 
Bank, and in the light of its ambitious environmental and social programmes, it is regarded 
as a prime example of meeting the expectations of local populations .
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EDF generates nearly 10% of France’s elec-
tricity from hydropower: each year its plants 
provide an average of 46 TWh, equivalent to 
the total annual consumption of the Ile-de-
France region.

EDF’s French hydropower production has made 
France the European Union’s leading renewable 
energy producer and is helping to meet national and 
European targets whereby 23% of electricity must be 
sourced from renewable energy by 2020. Combined 
with nuclear energy, it plays a key role in enabling the 
EDF group to produce 95% of its electricity in France 
without CO2 emissions, and to contribute significantly 
to the country’s security.

EDF’s hydropower generation system in metropoli-
tan France includes more than 600 dams and close 
to 450 power plants of different sizes. Hydropower 
is currently the most competitive renewable energy, 
and thanks to its responsiveness, allows to address 
fluctuations in electricity demand.

Two main elements characterise the context in which 
EDF’s hydropower production activity is carried out:

  Predominantly European regulation developments. 
The Water Framework Directive (WFD) is methodi-
cally implemented.

  Growing concerns regarding climate change 
which, together with the protection of biodiversity, 
are now a priority in environmental policies.

In both cases, discussions and decisions take place 
at European, even global, level while a frequent, 
important aspect of hydropower is a case-by-case, 
site-by-site approach, at a local level. This too is 
where the strongest relationships are formed with all 
stakeholders.

An active discussion  
with all stakeholders

EDF takes the view that they should:

  be beyond reproach with respect to their opera-
tions and compliance with all regulations;

  continue and expand their ability to listen to and 
to take into account the views of stakeholders, and 
find the best compromises in the management of 
water resources;

  promote hydropower, given its competitiveness 
and its flexibility, but also its contribution to reduc-
tions in the emission of greenhouse gases. 

Concrete actions are therefore taken only after dis-
cussion with all the stakeholders. Finding compro-
mises is complex because in many cases the different 
uses of water are in conflict with one another. Fur-
thermore, as EDF manages almost 75% of France’s 
surface reserves (7 billion m3 of water), it is expected 
to hold the positions of both arbitrator and overall 
river manager.

That is why EDF not only closely monitors the state of 
resources but also manages its stocks with the grea-
test vigilance in order to guarantee their availability in 
the event of exceptional circumstances. For instance, 
dry summers not only reduce water resources but also 
raise the water temperature. This has led EDF to adapt 
its methods of operation.

An optimized and responsible 
management of water resources

In order to ensure optimal management of its hydro-
plants, EDF has implemented and operates an integra-
ted hydro-meteorological monitoring and forecasting 
system in Grenoble. 

For example, in high mountain ranges, cosmic-ray 
snow sensors calculate the thickness of snow-pack 
water content in order to predict as accurately as pos-
sible the amount of water which will pour into the 
dams when the snow thaws. Combined with measu-
rements of water flow and precipitation, snow-gauge 
measurements allow EDF to forecast the production 
capacities of hydropower stations.

Nearly one billion m3 of water is set aside each year 
by EDF for purposes other than power generation 
either in line with the specifications or agreements 
or because other users have financed a share of the 
reserves.

This is the case for agricultural irrigation, drinking 
water supply and river navigation, but also for the 
creation of artificial snow, for water recreation, tou-
rism, or other leisure activities.

Thus EDF’s hydropower production plays a decisive 
role in the management of water resources at a natio-
nal level as well as in regional economic development. 
It also contributes to support employment in the 
valleys.

The preservation and even restoration, of aqua-
tic environments and the protection of fauna and 
flora are also priorities for EDF, and are materialized 
through many policies, such as:

  Maintaining a minimum flow downstream of the 
installations, so-called “in-stream flow”, needed 
for the development of the aquatic environment; 
it is set to a minimum of 1/10th or 1/20th of the 
average flow of the river, depending on the type 
of installation;

  Creation of crossings so that the dam is not a bar-
rier to migratory fish (salmon, shad or eels). Almost 
100 dams are already equipped;

  Management of sedimentary deposits, crucial to 
the management of river morphology.

In additive, it is generally expected from EDF dams 
to protect downstream from rises in water levels and 
floods, even when the dams were not initially desi-
gned for this purpose, and to support the river flow 
during dry spells. EDF plays a crucial role in the mana-
gement of these natural but extreme events.

EDF sits in on all local and national consultations on 
water management set up by public authorities: water 
agencies, local water committees, etc. It is involved 
with them in the definition of river basin management 
plans, as provided for by law.

EDF’s hydropower plant,
at the heart of water management   challenges in France

In total, more than 1,500 EDF researchers and engineers are employed, along with 3,500 ope-
rators who work at the plants, to maintain and modernise the equipment, limit its impact, 
contribute to river management and protect aquatic environments and, in addition, develop 
hydropower.

This innovative engineering is exported 

The best example is the Nam Theun hydropower plant in Laos with a capacity of 1,070 MW, 
commissioned in 2010. Not only is it vital for Laos development’s, but sponsored by World 
Bank, and in the light of its ambitious environmental and social programmes, it is regarded 
as a prime example of meeting the expectations of local populations .
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Since its launch, the Index has received 
nearly one million visits from almost 
every country on the planet and has been 
referenced internationally as a model 
for presenting material on measuring 
well-being. Feedback from users through 
a demographic survey has enabled the 
OECD to draw some initial conclusions 
on what is currently driving well-being. 

Public users of the Better Life Index 
who have agreed to share their results 
consistently place greatest importance 
on “life satisfaction”, “education” and 
“health”, regardless of their country of 
origin. 

There is also little difference between 
the sexes, suggesting that men do not 
really come from Mars or women from 
Venus. While there is not a significant 
variation between generations, younger 
people (15-34) put greater emphasis on 
“work-life balance,” “income” and “jobs,” 
whereas older people (over 65) prioritise 
“health” and the “environment.” Overall, 
“community,” “income” and “governance” 
rank far lower in relative terms. 

The US, France, Canada, Germany 
and the UK have generated the highest 
number of users, but the index has 
received substantial visits and interest 
from non-OECD countries. It is 
interesting to note that views about the 
relative importance of the different factors 
that make up a good life are broadly 
similar across countries, suggesting the 
existence of a global community—users 
in the Nordic countries have the same top 
three well-being priorities as those in the 
global “south”. 

The Better Life Index will be widening its 
coverage further as it enters its second 
year. The geographical range will be 
extended to include Brazil and Russia, 
bringing the total number of countries 
covered to 36. The index is also widening 
its language coverage, with a full French 
version which we hope will be the first of 
a string of language versions. This will be 
a critical element for expanding the global 

Voyage of discovery
Anthony Gooch, Director, OECD Public Affairs and 
Communications Directorate

The OECD Better Life Initiative can 
make a difference to policies, and to 
people’s lives too, though that also 
depends on participation.

Five years into the most significant 
financial, economic and social crisis 
to confront OECD countries since the 
creation of the organisation, concern 
for rising inequalities has entered the 
mainstream of political discourse.  
At the same time there is a real demand 
from citizens, voters and taxpayers 
for both measures of and answers 
to their aspirations for well-being, 
going beyond the material to capture 
dimensions relating to quality of life and 
sustainability.

Viewed in this broad context, the 
OECD’s decision to launch the Better 
Life Initiative as one of the centre-pieces 
of its 50th anniversary in 2011 takes on 
greater relevance as policymakers seek to 
respond to a growing demand to redefine 
well-being and conceive and implement 
policies to deliver it. As measurement is 
the cornerstone of any such exercise, we 
need to start by asking ourselves whether 
we are measuring the right things to 
capture well-being in the 21st century.  

Do we continue to put excessive stock 
into material and individual measures, 
such as GDP developed decades ago that 
are increasingly out of synch with today’s 
world?

The OECD Better Life Initiative has been 
conceived to place citizens at the heart 
of the process of finding answers to the 
fundamental questions that will frame the 
parameters of the post-crisis landscape. 
The initiative builds on close to a decade 
of international reflection on measuring 
the progress of societies. 

It is composed of two principal elements: 
Your Better Life Index (BLI), an online 
way for people to visualise well-being 
in OECD countries according to what 
is important to them, launched in May 
2011, and How’s Life?, a major report 
issued last October bringing together for 
the first time internationally comparable 
measures of well-being in line with 
recommendations in the Stiglitz-Sen-
Fitoussi Commission report. 

Your Better Life Index is an interactive 
online instrument that helps citizens 
to measure how countries perform 
according to their own personal priorities. 
Users are asked to “weigh” 11 topics that 
contribute to well-being –community, 
education, environment, governance, 
health, housing, income, jobs, life 
satisfaction, safety, and work-life balance 

to generate their own Better Life Index. 
An overall description of the quality of life 
in each country is also provided, including 
how it performs across the 20 individual 
indicators that make up the 11 topics. 
Freely-accessible OECD reports and other 
sources of information are also provided 
to assist those who want to learn more. 

OECD BETTER LIFE INITIATIVE

Your Better Life Index provides an 
innovative way of empowering and 
educating everyone who cares about 
building a stronger, cleaner and 
fairer world
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user community, exponentially increasing 
the feedback received through completed 
indexes. 

In fact, each year Your Better Life Index 
will endeavour to enrich the user’s 
experience by including more factors 
important for measuring well-being. In 
response to user findings, new indicators 
will be added in 2012 to strengthen the 
“education”, “jobs”, “environment” and 
“housing” dimensions. Users will also be 
able to compile their index taking account 
of degrees of equality between men and 
women across the dimensions. Similarly, 
users will be able to see other inequalities, 
for example, whether their income level 
affects how healthy they feel or how likely 
they are to vote. 

The capacity of Your Better Life Index 
to make a difference in how policies are 
developed depends on participation. With 

this goal in mind, emphasis has been 
placed on enhancing the user experience 
to encourage participation and to make 
feedback more immediate. Users will now 
be able to compare themselves directly 
with others based on location, gender 
and age. Comments and suggestions 
are more than welcome. Already, as a 
result of user feedback, we have added an 
embed feature which enables journalists, 
bloggers and other users to capture their 
BLI and place it directly onto web sites 
and blogs.

Your Better Life Index provides an 
innovative way of empowering and 
educating everyone who cares about 
building a stronger, cleaner and fairer 
world. For the public this means being 
better informed about policies and their 
effects on well-being. For policymakers, 
this means a better understanding of 
citizen priorities in order to shape better 

policies. For the OECD, this means 
making recommendations that more 
accurately reflect people’s concerns.  
Our challenge is to encourage more 
public engagement and dialogue in  
order to make a more meaningful impact 
on what policies are needed. It is a voyage 
of discovery and a work in progress.
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Why measure subjective well-being?
Richard Layard, Director, Wellbeing Programme, London School of Economics’ Centre for Economic Performance

The search for measures of progress 
that might replace GDP is a timely 
and necessary one, but only a single 
metric will do the trick. 

What an achievement! Only 8 years ago 
the OECD first asked “What is progress?”. 
Since then we have had three major 
OECD conferences on the subject and 
now a major OECD initiative on the 
international measurement of subjective 
well-being. Last year Britain became the 
first advanced country to take its own 
measurements, and there is worldwide 
demand for an alternative to GDP as a 
way of assessing how we are doing.

But what should the alternative be? 
Until now both the OECD and the UK 
government have, probably wisely, 
been pulling their punches. They 
have been saying that many things are 
important–subjective well-being, yes, 
but also education, health, law and order, 
governance, income, and so on. Visitors 
to the OECD Better Life Initiative website 
are invited to choose their own weights in 
deciding how much each of these matter. 
But, if so, what is happening may not 
make much difference. After all, we have 
had the Social Indicators movement for 

about fifty years, during which time the 
grip of GDP as the talisman of national 
performance became ever stronger. We 
shall only displace the use of GDP by 
providing a single, convincing alternative.

That alternative is, to me, obvious. It is 
the quality of life as people subjectively 
experience it. In a fully democratic world 
the weights that policymakers attach to 
different aspects of life should reflect the 
importance they have to the population 
at large. In other words, policymakers 
should take the subjective well-being of 
the population as their goal and think of 
all other goods like education, health and 
income as means to that end.
If you ask why, I would argue as follows. 
There is one simple test of what is the 
ultimate good for humans–that we find it 
self-evidently good. So we can list all the 
goods we consider important: freedom, 
health, achievement, income, happiness 
and so on. We can then ask of each “Why 
is it good?”. If we ask, for example, why 
freedom is good, people will say slavery 
makes people miserable. Similarly with  
ill-health, and so on. But if we ask, why 
 does it matter if people are miserable or 
happy, no reason can be given. It is  
self-evident.

This is the philosophical reason for the 
long-established tradition of thought 
which believes that the best societies 
are those in which there is the most 
happiness and the least misery. In 
the 18th and 19th centuries this was 
a commonplace view, and it helped 
to usher in a more humane social 
order. But in the early 20th century it 
took a severe blow from the growth of 
philosophical scepticism about whether 
you could know how anyone else felt. 
This was compounded by the behaviourist 
revolution in psychology which believed 
that all you could study was behaviour and 
not feelings or motives.

Fortunately psychology has changed track 
in the last 50 years, and returned to the 
view that feelings have an objective reality. 
For example, researchers have correlated 
the happiness which an individual self-
reports and the corresponding estimate 
made by a friend. The correlation is 
good–which (when you think of it) is an 
essential condition for effective friendship 
and social life. But more decisive for the 
intellectual debate has been the discovery 
by neuro-psychologists of the areas of 
the brain where happiness and misery 
are experienced. Here we have good 
correlations–both across time and across 
individuals–of self-reported happiness 
and electronic readings in the brain. 
This I believe should settle the argument 
about whether our feelings have sufficient 

objective reality to be taken very seriously. 
It should also make us reasonably 
confident in using self-reports as the main 
way in which we measure how happy 
people are.

That is why it is so encouraging that the 
OECD are now developing standard ways 
in which to measure subjective well-being 
that could be used by governments for 

Policymakers might wish to give 
more weight to reductions in misery, 
compared with increases in happiness
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their own domestic purposes and for 
purposes of international comparison.

Of all the measures of subjective well-
being, life-satisfaction has been the most 
intensively studied. In one extremely 
helpful approach life-satisfaction 
depends on satisfaction with the 
different domains of life. And domain-
satisfaction depends in turn on more 
detailed causes including public service 
delivery and satisfaction with the service. 
It thus provides information of real use 
to policymakers.

So how would a policymaker use 
regularly-collected data? There are many 
ways. The policymaker would monitor 
trends in the aggregate life of the 
community and see which areas are going 
better and which worse.

They would look hard at the distribution of 
well-being, and see who is in misery and 
who is flourishing. From this the policy-
maker would get ideas for policy change. 
There are then two ways in which he 

could assess these possible changes in 
terms of their effect on overall life-
satisfaction: one would be to use a causal 
model to form an impression of what 
difference an action might make to the 
well-being of the population. A more  
exact estimate would come from a 
controlled experiment.

In every case the final outcome of course 
would be the well-being of the population, 
and the policymaker might wish to give more 
weight to reductions in misery, compared 
with increases in happiness. That would be 
an ethical choice, but all other steps in the 
analysis would be based on positive social 
science. It seems to me highly likely that this 
type of quantitative analysis will become 
routine practice in many governments 
within the next 20-30 years. 

I have been involved in cost-benefit 
analysis using the money metric for 
40 years. But its weakness becomes 
increasingly apparent–it inevitably 
ignores income distribution (treating each 
dollar as equivalent) and it cannot handle 

many of the most important influences 
on human happiness which are social 
influences not amenable to willingness-
to-pay analysis. The concept of QALY 
(quality-adjusted life year) used in health 
research is much better but, as practised, 
it involves arbitrary weighting of different 
dimensions of experience. So, once again, 
we come to the over-arching criterion of 
life-satisfaction. 

It is wonderful that the OECD has taken 
the initiative to find a better concept 
of progress. But it would be a tragedy 
if despite current scepticism about the 
GDP criterion, nothing changed, due to 
disagreement about a coherent alternative. 
The money metric has a strong but 
limited logic. It will only be displaced 
by another single metric. If what we 
ultimately value is the quality of human 
experience, that metric should be centred 
on happiness and misery.
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Expect the issue of solidarity between 
generations to become a major policy 
challenge in the years ahead, and not 
just in OECD countries. Here’s why. 

Different generations depend on 
one another in complex ways. 
“Intergenerational solidarity” is a 
mechanism for supporting mutually 
beneficial exchanges, both monetary and 
non-monetary, between generations.  

The conflict between generations: Fact or fiction? 

SOCIETY & INTEGRITY 

John Martin, Director, and Edward Whitehouse, OECD Directorate for Employment, Labour and Social Affairs

These exchanges are too often seen 
as one way: younger workers paying 
taxes to support older people’s benefits 
and healthcare. In fact, they go in 
both directions and involve both the 
state and families: forwards, towards 
younger generations, are investments in 
infrastructure, education, innovation and 
bequests to one’s heirs; and backwards, to 
older generations, are pensions and care, 
and public and family care for older people. 

Informal care–for frail older people 
or grandchildren–also flows in both 
directions between the generations. 

These two-way exchanges underpinning 
intergenerational solidarity work well in 
times of demographic balance. But, as is 
well known, we are not in such a time. The 
OECD celebrated its 50th anniversary in 
2011. In 1961, the year of the OECD’s birth, 
around 18.5 million children were born in 
the 34 countries that make up the current 
membership. That was subsequently to 
prove about the highest number of the 
post-war baby boom. Relative to total 
population, the number of births halved 
over the five decades since the OECD was 
founded. Life expectancy at birth has risen 
by ten years since the OECD was founded, 
to 76 years for men and 82 for women. 
This is a remarkable achievement and very 
good news. 

However, the result is population ageing, 
which could prove a particular stress point 
for relations between generations. There 
are currently four people of working age 
for every one of pension age on average 
in OECD countries. This ratio will fall 
to three-to-one by the late 2030s and 
two-to-one by 2050. Future generations 
may be less willing and able to shoulder 
a continually growing tax burden to 
support a growing share of inactive people. 
Informal care for older people was easier to 
arrange when it could be shared between a 
number of children or in-laws. Families are 
not only smaller, but also more complex 
nowadays: a result of divorce, remarriage 
and lone parenthood. These developments 
weaken the bonds between family 
members. More women–who traditionally 
took on most of the care burden–are in 
paid work and facing a potential conflict 
between their career and caring. 

With these pressures, it is useful to know 
the state of relations between generations 
today. Although it is difficult to measure 
intergenerational solidarity, some evidence 
can be gleaned from attitudinal surveys. 
One such survey, conducted in 2009, 
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asked the provocative question “Are older 
people a burden on society?” The great 
majority of citizens disagreed with this 
statement in 21 European countries that 
are members of the OECD. Some 62% of 
people strongly disagreed, with a further 
23% somewhat disagreeing. Only 14% 
agreed with the statement to either degree.

There were significant patterns in 
responses. People aged 40-50–who expect 
to retire in the next 10 to 25 years–were 
most likely to disagree that older people 
are a burden, while those in their 20s 
were somewhat less likely to disagree. 
Interestingly, it is older people themselves 
who tend to think that they are a burden 
on society, with people aged 55 and over 
more likely than average to agree with the 
statement used in the survey.

Looking at cross-country differences, 
people were more likely to agree that 
older people are a burden in countries– 
such as Belgium, the Czech and Slovak 
Republics, Hungary and Portugal–where 
the over 65s receive a high proportion of 
their incomes from the state. In contrast, 
intergenerational relations are stronger 
where other sources play a more important 
role in providing old-age incomes, such 
as Denmark, Ireland, the Netherlands 
and the UK. There is a similarly strong 
relationship between attitudes and the 
proportion of 60-65 year olds working and 
on demographic measures of how old the 
population will be in the future. 

What are the implications for public 
policies? Consider pensions, which are 
the largest element of public spending 
affected by ageing (with health and 
long-term care making up most of the 
rest). Intergenerational solidarity is at its 
strongest when older people are seen to be 
taking actions to help themselves, through 
private saving for retirement and/or 
continuing to work. This provides support 
for the OECD’s three-pronged strategy for 
long-term pensions policy.

Public benefits remain the backbone of 

retirement-income support in OECD 
countries, accounting for 60% of old-age 
incomes on average. OECD countries 
spent, on average, around 8.5% of national 
income on public pensions in 2010. 
Demographic pressures alone could 
approximately double that proportion by 
2050, although expenditure trends differ 
substantially between countries. However, 
recent pension reforms are currently 
forecast to restrain the growth in spending 
to 11.5% of national income. Many pension 

reforms will result in large cuts in benefit 
levels at a given retirement age and might 
risk a resurgence of old-age poverty in the 
future. Countries face a difficult challenge 
in balancing social adequacy and financial 
sustainability of pension systems.

A key solution is longer working lives. 
Half of OECD countries are already 
increasing pension ages or will do 
so. However, most of these hard-won 
increases will be outpaced by increases 
in life expectancy. This is why a growing 
number of countries are opting to link 
benefit eligibility or levels automatically to 
life expectancy. 

Encouraging people to work longer at 
a time of high unemployment does not 
seem a good idea to many politicians 
and voters. But keeping older workers 
in the labour force does not reduce 
job opportunities for the young. This 
is clear both from looking at patterns 
of employment of younger and older 
workers across countries and in a single 
country over time. Yet this misperception 
still has strong currency. In only four 
countries European countries–Denmark, 
Ireland, the Netherlands and the UK–did 
a majority of people disagree with the 
statement “as older people work until a 
later age, fewer jobs will be available for 

younger people”. Support for this fallacy 
was strongest in Greece, Hungary, Italy 
and Portugal. 

Around half of OECD countries’ pension 
reforms involve greater targeting of 
public benefits on those most in need. 
This has occurred either through sparing 
lower-income workers from the full force 
of pension reductions or by increases 
in safety-net benefits. Targeting offers a 
second way of improving both adequacy 
and sustainability. But it would, of course, 
further weaken the link between pensions 
and contributions, which is already being 
powerfully tested by population ageing.

Finally, as public pensions are scaled back 
to help keep their cost affordable in the 
future, more private retirement saving 
will be needed to fill the pension gap. 
This greater diversification of sources of 
retirement incomes is a more secure way 
of providing pensions. 

Intergenerational conflict over public 
resources would be damaging for all age 
groups and generations. It would imply 
a breakdown not only in the state’s role, 
but also in the informal nexus of support 
within and between families which is so 
vital a complement to the welfare state in 
providing the essential glue which holds 
society together. 

The ageing challenge affects most of the 
world, but it is strongest in Asia. The 
demographic transition that took over a 
century in Europe and North America will 
happen in less than a generation. Ageing 
Asia needs to face these problems soon 
and there could be lessons in the way 
OECD countries have responded. 
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The hurting middle class
Arianna Huffington, President and Editor-in-Chief, Huffington Post

The middle class has long been the 
backbone of prosperity and economic 
stability in developed countries. But 
the crisis is exert increasing pressure 
on this pillar of society. Does the 
middle class need saving?

The global recession has been technically 
over for some time, but the effects of the 
recession are still being felt all over the 
world. And in order to understand the 
greatest obstacle that still stands between 
us and a true recovery—a cavalier lack of 
urgency on the part of our leaders—it’s 
necessary to look back at the origins of  
the crisis.

It was a potent mix of causes-including 
calculated greed and uncalculated 
recklessness on the part of the world’s 
financial elite—that unleashed a series 
of economic plagues upon the world, 
including mass unemployment, home 
foreclosures and crippling debt. On top 
of this, we’re facing a crisis of leadership; 
many politicians are proposing solutions 
that will only make the problems worse 
and continue to reward those who caused 
the crisis in the first place.

Do you remember when Wall Street was 
in trouble back in September 2008? The 
financial and political establishments 
got together over a weekend and threw 
everything against the wall to make sure 
Wall Street was rescued. But when it 

came to the financial struggles of ordinary 
people, that same sense of hair-on-fire 
urgency was completely missing. And 
unfortunately, the same can be said of 
many other countries. Bailouts continue 
in Europe, but it’s the banks, not people, 
being bailed out.

Around the world, the economic debate 
has been hijacked by deficit and austerity 
hawks proposing spending cuts that will 
not only fall most heavily on working 
families and keep millions out of work 
but actually kill the chance for growth and 
exacerbate the long-term deficit problems 
they purport to solve. Some of these 
proposals are coming from well-meaning 
but deeply wrong-headed officials. Many 

others are coming from those who are 
trying to use this crisis to radically roll back 
society to the days before social insurance 
and other safety net programmes provided 
the essential services that helped grow the 
middle class.

In the US, more than 4 million homes 
have been foreclosed since 2008. 
The unemployment rate is 8.2%, and 
more than 23 million Americans are 
unemployed or under-employed. This 
is considered “good news” by many in 
Washington and the media. But at this 
rate of growth, as Joseph Stiglitz recently 
wrote, it could take 13 years to reach full 
employment. It doesn’t take a Nobel Prize 
in economics to see that the recovery’s 
not moving fast. In a recent Gallup poll, 
71% of Americans said they “worry a great 
deal” about the economy—making it our 
number one national concern.

Meanwhile, politicians are engaging in 
a misguided debate about budget cuts, 
instead of brainstorming on ways to 
increase revenue, growth and jobs, the 
only real ways to achieve long-term deficit 
reduction. And America’s middle class, 

The economic debate has been hijacked 
by deficit and austerity hawks

SOCIETY & INTEGRITY 



28 

the driver of so much of our creative and 
economic success, is under assault, taking 
with it a key component of the American 
dream: the promise that, with hard work 
and discipline, our children will have the 
chance to do better than we did, just as 
we had the chance to do better than the 
generation before us.

And the damage is by no means limited 
to the American middle class. Euro area 
unemployment is 10.8%, slated to rise 
as high as 11% by the end of 2012—a 
record high. Unemployment in the UK 
is growing—it was 8.4% at the end of 
2011. In my native Greece, unemployment 
is 21%. And in Spain, where the youth 
unemployment rate exceeds 50%, the term 
“lost generation” has taken hold.

Pushing back against this dreary reality is a 
bottom-up dynamic fuelled by social media 
and community engagement. The push for 
real solutions is less likely to come from 
politicians than from millions of people 
in thousands of communities taking the 

initiative to share, engage, connect, solve 
problems and demand some control over 
their future.

In Abundance: The Future is Better Than You 
Think, Peter Diamandis and Steven Kotler 
tell the stories of brilliant and empathetic 
innovators urgently going about the work 
of improving the human condition. It’s 
a reminder of the possibility of changing 
the world by tapping into our collective 
intelligence and wisdom. People like Burt 
Rutan, a Californian aerospace engineer 
who became frustrated by the state of 
government-run space exploration and 
built a human-carrying spaceplane that 
outperformed the government’s model, at a 
lower cost.

The authors highlight what they call 
the “Rising Billion,” the world’s poorest 
people whose limited circumstances 
have historically locked them out of the 
conversation. But by 2020, nearly 3 
billion people will be added to the 
Internet’s community, creating a “giant, 

collective meta-intelligence,” as the authors 
describe it.

In the end, we have to decide what kind of 
society we want to be. It’s certainly in the 
public interest to continue to have a society 
with a growing middle class, equal access, 
and upward mobility. What we don’t have, 
at least right now, is a political pathway for 
that widely shared vision. Special interests 
have seized control of the system and put 
up roadblocks.

The question is, will those roadblocks lead 
to cynicism and apathy, or will the people 
find other pathways? As a congenital 
optimist, I believe that the people, with 
the help of technology and social media, 
will find ways to build a critical mass 
that will bring about the changes we so 
desperately need.
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CleanGovBiz: A new push
against corruption
Richard Boucher, Deputy Secretary-General of the OECD

The OECD’s CleanGovBiz 
Initiative helps governments fight 
corruption, while working with civil 
society and the private sector to 
promote integrity. 

Corruption is a global scourge that causes 
great human suffering and whose costs 
go far beyond the money lost to bribery, 
embezzlement, or fraud. Counterfeit 
medical drugs at best do no good and 
at worst can kill; bridges built with 
substandard materials at best cost more 
to maintain and repair, and at worst may 
collapse, injuring and killing people.

Corruption covers a wide range of 
activities. There is the multinational 
company whose bribe wins the contract 
to build a local highway. Or the local 
official who demands a bribe in exchange 
for a driving license. In both cases it 
is ultimately the individual taxpayer or 
customer who foots the bill. At the end of 
the day, those hurt most by corruption are 
the world’s weakest and most vulnerable.

Momentum is building for a new push 
against corruption as citizens around 

the world are no longer willing to bear 
the burden of corrupt regimes. The 
Arab Spring and the Occupy Wall Street 
movement, as well as protests around the 
world, from Brazil to India via Spain, are 
a clear sign of growing public frustration 
and impatience with current political 
structures and their perceived inability or 
reluctance to address issues of unfairness 
and corruption. At the same time, the 
tight budget constraints imposed by 
the crisis are increasing pressure on 
governments and companies to use 
available resources more efficiently.

All of these elements underline the 
need to intensify the global fight against 
corruption in the interest of economic 
recovery, achieving better services with 
tax-payers’ money and re-establishing 
public trust in institutions, governments 
and markets.

The OECD has a good track record 
of helping government and business 
fight corruption and improve integrity. 
The OECD Anti-Bribery Convention, 
which dates back to 1997, was the first 
instrument of its kind to tackle the 
offer or payment of a bribe, making it 
a criminal offence to bribe a foreign 
public official in order to win a contract. 
Other initiatives such as the Guidelines 
for Multinational Enterprises, and the 
Corporate Governance Guidelines set an 
ethical framework for private companies’ 
practices that cover more than just 
the boardroom stretching to include 
subcontractors and suppliers on the other 
side of the world.

OECD guidelines and recommendations 
also help governments improve integrity 
in public service, comprising areas 
from public procurement to transparent 
budgeting, so that people can see how 
their taxes are being spent. And the 
organisation’s work on combating 
illegal tax evasion has enabled 
governments to collect €14 billion in 
additional revenues from more than 
100,000 wealthy taxpayers.

But corruption is a complex multi-headed 
monster, which needs to be tackled in 
a comprehensive approach if it is to be 
conquered. For this reason, the OECD 
developed the CleanGovBiz initiative, 
which for the first time draws together 
under a single umbrella OECD’s existing 
anti-corruption tools which ministers 
identified in the Declaration on Propriety 
Integrity and Transparency in 2009, 
offering easy access and user-friendly 
advice on how to make the best use of 
them. CleanGovBiz’s comprehensive 
Toolkit for Integrity provides priority 

policy measures, guidance how to 
implement them and a rich set of 
examples of good practices on how to 
tackle corruption and build integrity in 
multiple different policy areas, such as 
regulatory and competition policy, public 
financial management, lobbying, tax 
administration and criminalising bribery, 
to name a few. 

In addition to OECD instruments, the 
new toolkit also contains the instruments 
of the other most important organisations 
involved in the fight against corruption: 
the United Nations, the World Bank, the 
Financial Action Task Force, Transparency 
International, the Extractive Industries 
Transparency Initiative and the World 
Economic Forum. 

CleanGovBiz also provides Integrity 
Scans, which are like “stress tests” to 
support governments in assessing the 
strengths and weaknesses of their legal, 
administrative and economic frameworks, 
and in identifying the steps necessary 
to improve integrity in a quick but 
comprehensive way.

Visit www.CleanGovBiz.org

Citizens around the world are no longer 
willing to bear the burden of corrupt 
systems
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Occupy: Some lessons for a better tomorrow 
Naomi Colvin, Economics Working Group, Occupy London, UK

St Paul’s Cathedral London: “full of life and spark”

A crisis may focus minds, but it often 
takes more than that to believe that change 
is possible. Citizens worldwide have 
made just that leap of faith. In OECD 
member countries, a grassroots movement 
has manifested itself in the overnight 
occupation of public space and the exercise 
of direct democracy on the model of what 
happened in city squares across Spain just 
over a year ago. After those demonstrations 
reached Wall Street, Occupy went global 
and I have been fortunate enough to 
be involved with the movement as it 
developed in London.

Indignation is often described as a protest 
against capitalism but, while the financial 
crisis and the austerity policies that 
followed acted as a trigger, that description 
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doesn’t really capture what’s been going 
on. Occupy isn’t primarily a protest against 
the existing system, it’s a worked example 
of how things could be done better, by 
harnessing individual capabilities to the 
furtherance of goals established through 
an inclusive political process.

Occupy London started on an international 
day of action on 15 October 2011. We were 
aiming for the London Stock Exchange 
but ended up, perhaps serendipitously, 
outside one of London’s most famous 
buildings. Occupy London Stock Exchange 
was a tented village nestled below the 
grand neoclassical edifice of St Paul’s 
Cathedral, a defiantly untidy huddle full 
of life and spark. I’m not going to pretend 
that everything that happened within that 

huddle was perfect, but I do think there 
are lessons to be drawn from those five 
months that might help us move forward 
on a larger scale.

The first lesson to draw from Occupy 
is that civil society has the scope to be a 
dynamic force for change. People came to 

Occupy London knowing that they wanted 
something to happen, maybe without 
knowing exactly what, or even who they 
should be working with, but the experience 

Occupy isn’t primarily a protest against 
the existing system, but a worked 
example of how things could be  
done better
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to need some truly brave thinking if we 
are to align our economic goals with 
environmental imperatives.

The scale of these challenges, and others 
like them, are immense. It’s beyond 
the capabilities of any group in society 
to find the answers in isolation. The 
answers will be found through wide and 
deep participation in a debate that takes 
the principle of civic equality seriously. 
I hope the global institutions, and their 
employees, engage in this debate. There 
is tremendous knowledge and expertise to 
be found in the OECD, the International 
Monetary Fund (IMF) and elsewhere. 
In any event, civil society is changing, 
and changing fast. It is becoming more 
confident and more capable. The lessons 
aren’t over for any of us.
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of political education and participation was 
addictive. In the past year, public spaces 
have played host to ad hoc working groups 
who have taken it upon themselves to 
research and debate policy priorities and 
work through tough choices. In London 
these efforts produced statements on 
corporations, economics, the environment 
and local government within weeks. 

The achievements of the occupations 
make it impossible for policymakers 
to claim that what they do cannot be 
understood by the public they serve. 
When existing commonplaces ring 
hollow–I think we know now that complex 
derivatives didn’t make the financial 
system more stable–there is a democratic 
imperative to bring ordinary citizens into 
the business of policymaking, and to treat 
their preferences seriously.

The second lesson to draw from Occupy 
is that when people are galvanised and 
working towards common goals, the 
energy harnessed can be enormous. The 
basic infrastructure of Occupy London’s 
site at St Paul’s–accommodation, kitchen, 
university, medical care, sanitation, legal 
team and media operation–came together 
within 48 hours, without any of it having 
to be consciously planned. Inclusive, non-
hierarchical organising can be incredibly 
efficient, bringing totally unforeseen 
resources and ideas into play. There is 
scope for policymakers to use some of 
these tools to extend the range of the 
possible, but to do so requires a compelling 
narrative and the means for citizens to 
have genuine input both in the project 
itself and the formation of that narrative. 

London’s Occupy and Spain’s indignados 
make great play of their use of consensus 
decision making in large assemblies. 
Lowering the barriers to participation 
enables more people to be included 
in the deliberative process, even those 
who might not have seen themselves 
participating in political activity before, 
but it’s equally vital that dissenting 
voices have a distinct and important role 

to play. Consensus itself can be a slow 
and cumbersome procedure, but there 
is something valuable to take from this, 
something close to Kant’s idea of the 
public use of reason: engaging in the 
public sphere, as Occupy does, eliminates 
some of the restrictions associated with 
the private use of reason–above all, the 
bureaucratic inhibitions on plain speaking. 

We all know that we face profound 
challenges in the way we organise 
our economies, our societies and our 
government. In order to start to tackle 
these issues, we need to start encouraging 
brave ideas within institutions as well as 
outside them. 

The experience of popular movements 
over the past year demonstrates that there 
is enormous popular desire to participate 
in politics but, equally, that there is a 
real disenchantment with systems that 
are perceived to be dominated by special 
interests. The idea that ordinary citizens 
have been left to pay for the bankers’ crisis 
is as damaging to the idea of democracy 
as it is to basic fairness. There’s a reason 
why “We are the 99%” has become such a 
rallying cry. 

There are external threats to democratic 
governance too, and some of these 
may need to be tackled anew on an 
international scale. Tax havens and 
secrecy jurisdictions bring governments 
into a harmful race to the bottom that is 
against their population’s interests. They 
are a major driver of inequality, which 
we know correlates to poor health and 
social outcomes. The OECD has played an 
important role in drawing policymakers’ 
attention to these issues, but those efforts 
now need to be stepped up. 

There are other urgent problems to be 
tackled. Without fundamental reform 
of the banking system that alters the 
current balance of privatised benefits 
and socialised risks, we are more likely 
than not to find ourselves in the midst of 
another crisis. Beyond that, we’re going 

Order this now!
How do we stop the current crisis in 
youth employment from  having serious 
long-term consequences? 
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Reimagining governance
Sunjoy Joshi, Director, Observer Research Foundation, New Delhi

Globalisation and the emergence of 
interlinked yet diverse civil society 
groups pose a serious challenge to 
established governance frameworks. 
Change appears to be the only option. 

Much water has flowed under the 
bridge since 1961 when the OECD was 
established. We no longer find ourselves 
in a world dominated by superpowers; the 
cast iron regimes of yesteryear have been 
shown to be weak and flailing, and the 
befuddled responses of even established 
regimes to contemporary challenges pose 
a whole host of new questions about the 
global governance apparatus. 

Governance is essentially a power 

discourse, with the control of ideas and 
ideals at the very core. However, the 
debate on governance has never before 
witnessed such an intense and widespread 
contest between those governing and 
the governed. 

The paradox is evident. On the one 
hand, parts of the world have seen clear 
battle lines between governments and 
their subjects. On the other hand, it has 
become increasingly difficult to separate 
the governed from the government as civil 
society sallies forth to take on roles that 
were hitherto thought to be the exclusive 
domain of governments. 

One thing is clear: the rigidity of formal 
governance structures is constantly being 

challenged by an ever-shifting mosaic of 
public perceptions regarding the relevance 
of the once-revered GDP-led growth and 
development. 

State-centric governance models as well as 
multilateral organisations drawing upon 
these traditional models usually collate 
their experience to define sets of universal 
rules, which then become templates for 
policy and good governance. But these 
homogenised policy frameworks, already 
under stress when applied to diverse 
geographies, are about to be severely 
tested. The cry for new institutions and 
new frameworks that can draw upon 
alternative experiences far closer to home 
is only going to get louder. Let us look at 
the emerging shoreline representing the 
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developing economies, and the muscling-
in of low-income countries onto the 
global stage for the first time. In many 
of these countries, governance systems, 
often transplanted from faraway lands, 
have led to weak normative structures 
that only partially fit in with social norms 
and values. As a result, these systems 
reveal an inability to respond to mounting 
demographic and economic pressures, 
creating divisions, such as those between 
the haves and the have-nots, right across 
the spectrum of human need. 

Given this reality, conflicting interests 
scattered along the trajectory of growth 
run the risk of creating impulses that 
contradict the current dominant discourse 
about globalisation. The global arena may 
therefore play host to a bewildering array 
of associations and coalitions, with diverse 
demands and a perplexing tendency to 
shift positions over time. This, in turn, 
will demand equally diverse strategies 
on the part of organisations as well as 
governments. Can this work? 

Take urbanisation. At a very basic 
level, within emerging economies, the 
unprecedented movement of people 
to urban agglomerations is a daunting 
phenomenon driven by the inexorable 
logic of economic growth. Large parts 
of the emerging and developing world 
are experiencing urbanisation on an 
unprecedented scale. In China and India, 
which represent over a third of the world’s 
population, this mass movement towards 
cities has never happened at such a rapid 
pace. India’s cities and towns are expected 
to grow by another 20%, adding nearly 
300 million people to old and new urban 
centres in just over two decades.

Unlike many Atlantic countries, where 
urbanisation has resulted in sprawling 
suburbs, India is witnessing something 
quite different. Since facilities, 
infrastructure and utilities favour city 
centres, people gravitate towards city 
centres. Consequently, the largest slums, 
home to the most marginalised sections 

of the population, co-habit with seats 
of political power, financial districts 
and business centres. This inward drift 
poses its own unique set of challenges 
to governance as these veritable “villages 
within the city” multiply. 

India’s vast cultural diversity has 
always stood out as both a metaphor 
and a symbol of the virtual idea that 
this enormous nation embodies. As 
populations move, each of its vast and 
dispersed urban agglomerations reflects, 
in effect, a microcosm where people enact 
this diversity in day-to-day reality. Multiple 
identities, aspirations and consumption 
patterns give rise to new heterogeneous 
narratives, reflecting sometimes common, 

sometimes different, priorities.
To function, governance structures have 
to accommodate the myriad interactions 
these entail, while preserving the sanctity 
of the different spaces that each may 
demand within these cities and towns. 

In practice, national governments and 
international organisations will be 
increasingly challenged just to keep 
up with, let alone predict, manage or 
govern these grassroots impulses. The 
sheer diversity of these impulses is 
bound to give rise to a complex labyrinth 
of networks and connections loosely 
linking individuals and organisations 
through shifting coalitions across a new 
interconnected world. Traditional state 
apparatuses and global organisations 
conceptualised as undeviating, structured 
systems will often be hard pressed to 
maintain or assert their relevance within 
this reality. Governance structures will 
have no choice but to evolve.

Nowhere is this more evident than in the 
treatment of that buzz word—human 

security. In effect, human security poses 
one of the biggest challenges to traditional 
structures, as the needs of the individual 
constantly conflict with the conventional 
wisdom of state-centrism. The human 
that the state seeks to serve and protect 
can no longer be viewed as a passive 
object with a preconceived set of needs, 
or with pre-ordained aspirations that 
conform to behaviour as “observed” in 
other nations or societies, at a different 
time and in a different place. 

Simultaneously, instead of universal 
governance, there is a trend towards 
disaggregation within many nation states 
themselves. The rise of anti-migrant 
sentiments, trade protectionism and 
the call for increasing federalisation in 
many parts of the world run counter 
to all attempts to homogenise the 
“global village”.

Likewise, the ongoing debate on 
sustainable development and the UN 
Millennium Development Goals also 
reflects the obduracy of those wedded 
to narratives about homogenous 
development. The developing world 
may not necessarily continue to grow 
along predefined trajectories of income 
or consumption, so it is almost wishful 
thinking to base policies and mandates on 
deterministic and linear frameworks and 
expect smooth outcomes at some time in 
the future. 

To reimagine governance, it will be 
important to look again at the human 
terrain and, as a first step, appreciate its 
diversity. The 21st-century governance 
challenge is to manage globalisation 
while preserving the sanctity of individual 
pathways that humans may choose 
to follow in pursuit of their dreams. 
Common values may not exist in an 
unequal world, but common aspirations 
might. We must strive to serve diversity, 
not to suppress it. 

Visit www.observerindia.com

SOCIETY & INTEGRITY 

The cry for new institutions and new 
governance frameworks that can  
draw upon alternative experiences is 
getting louder
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In Brazil, better lives
Cesar Cunha Campos, Executive Director, FGV Foundation

Brazil has experienced a considerable 
shift over the last decade as a result of 
its economic growth. Social inequality 
has decreased and income distribution 
has become more evenly distributed. 
These tangible changes are reflected in 
the increased confidence of the Brazilian 
population. Demand is higher and 
priorities have changed, leading to a 
change in both the government and the 
private sector as well. 

Having overcome great adversity, Brazil is 
now seen as an example for other nations. 
In less than a decade, the country has 
moved from such setbacks as a military 
coup and an impeached President to 
hosting several of the world’s most 
prominent international events. Efficient 
public policies have been key to the 
country’s newfound economic stability and 
allowed the Brazilian population to drive 
these improvements.

Contributing to Brazil’s socioeconomic 
growth is part of the mission of the FGV 
Foundation. To accomplish this, the 
foundation collects and analyses data 
used in the development of effective 
government policies. For example, one 
study “Back to the Country of the Future: 
Forecasts, European Crisis and the 
Brazilian New Middle Class”, shows how 
a strong economy helped some 30 million 

Brazilians join the middle class over the past 
decade as national GDP grew continuously, 
despite the international crisis. 

In this study the director of the Social 
Policies Center of FGV Foundation, 
Marcelo Neri, and his team projected 
Brazil’s economic growth and reduction 
of inequality from the 2003-2009 period 
until 2014. The projections show sharp 
improvements, with some 67.8 million 
Brazilians, a population greater than that of 
the UK, ascending out of poverty to higher 
income groups. The authors point out that 
“if we continue the trend of upward mean 
growth and downward inequality observed 
in every Brazilian state since 2003, we will 
have around 118 million people in class C 
by 2014 and 29.1 million in classes AB, 
compared to 65.8 million and 13.3 million, 
respectively, in 2003.” 

The authors note that this fact is “especially 
remarkable” when the shrinking of 
consumer markets in developed countries 
due to the international crisis is taken 
into account.

This improvement is a result of financial 
regulations which were crucial in 
containing the effects of the global 
economic crisis of 2008 on the Brazilian 
economy. Such measures have played an 
essential role in improving the quality 
of life for the people of Brazil. Yet social 
inequality remains a major concern, linked 
to infrastructure issues. These are now 
being dealt with by the government. Many 
may argue about the “immediatist” nature 
of the State, but with solid governance 
such as we have seen in Rio de Janeiro’s 
breakthrough security strategies, it is 
possible to foresee long-term development 
as a legacy of public and private 
collaboration.

The study also shows that each individual 
Brazilian life is considered better than 
that of the Brazilian collective. It points to 
Gallup World Poll data based on subjective 
questions about the respondent´s 
expectation of life satisfaction five years 

ahead, where it calls Brazil “four times 
world champions”. On the other hand, 
in the question on the country’s ranking 
for the same period and same scale, the 
rating drops two points. Brazil ranks 
ninth in the world, with the largest 
difference between individual and 
collective ratings. The nation’s general 
happiness is expected to be less than the 
sum of each person’s happiness.

How can each Brazilian give such a high 
rating for their own particular lives while 
giving such a low rating for the lives of 
the population as a whole? The authors 
believe that the optimism and the difficulty 
of living in a group make Brazilians, as La 
Fontaine’s fable might have put it, more 

grasshopper than ant. The good news is 
that as the country works on its collective 
problems, Brazilian society will be able 
to leap ahead. By collective problems, the 
authors refer to the lack of democracy, 
inflation, inequality, informality, lack of 
basic sanitation, and violence. As long as 
Brazil addresses these legacies, the country 
will no longer be the country of the past 
that considers itself the country of the 
future, and it will be able to become the 
country of the present.

Brazil has reached a critical “make or 
break” point in its history and such data 
are essential to help establish strategies 
that will guarantee sustainable economic 
growth. Regardless of individual 
pessimism, collective happiness is a 
first step in maintaining newly acquired 
standards and pushing for future 
improvements. 

References

Neri, Marcelo (2012), “Back to the Country of the Future: 
Forecasts, European Crisis and the Brazilian New Middle 
Class” FGV Foundation, Brazil. 

Visit www.fgv.br/en

Having overcome great adversity, Brazil 
is now seen as an example for other 
nations
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Gender: Pushing for a change

Girls have similar performance in science
Student scores in science, PISA 2009
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Women do more unpaid work
Minutes of unpaid work per day, 1999-2009
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The crisis has exposed many flaws in the current economic and 
social model in the OECD area, and highlighted one of the most 
intractable challenges of all: that of gender inequality. While 40% 
of women versus 31% of men obtain a tertiary degree, only 65% 
of women participate in the labour force, versus 79% of men. 
And once they do they are paid less, work longer unpaid hours 
and have far less access to top corporate jobs. 

What can be done to close the gaps? How can policy address 
the case of science, for instance, which attracts few women 
professionally, yet girls do as well as boys in science education? 

Knowing the facts can help shape the policy responses. The 
OECD Gender Initiative website, launched for International 
Women’s Day 8 March 2012, gathers those facts and much 
more too, offering opinion and perspectives from a range of 
well-known experts and players. It incorporates a Gender, 
Institutions and Development Database, and a new Gender 
Data Browser, which is an interactive tool to explore and assess 
outcomes in education, employment and entrepreneurship. 

Below are a some snapshots in charts.

Further reading

OECD (2012), Yearbook: Better Policies for Better Lives, Paris. 

www.oecdobserver.org/gender    

www.oecd.org/gender
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Overview

Men still earn more
Gender gap in median earnings, full time employees, 2000 and 2010  
(or nearest year), %

45

40

35

30

25

20

15

10

5

0

2010

2000

Hu
ng

ar
y

No
rw

ay

Be
lg

iu
m

Sw
ed

en

O
EC

D2
5

Ge
rm

an
y

Ja
pa

n

Ko
re

a

Ne
w

 
Ze

al
an

d

Un
ite

d 
Ki

ng
do

m

Un
ite

d 
St

at
es

Some university degrees still predominantly male
% of university degrees earned by women, 2009
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Yves Leterme, Deputy Secretary-General, OECD

Regrettably, gender 
discrimination is still a 
problem in our societies 
and our economies. In fact, 
“problem” is far too weak 
a word. It is more accurate 
to speak of an unacceptable 
injustice. Women have fewer 
opportunities in terms of 
education, employment and 
entrepreneurship and are, 
on average, less well paid for 
their work.

What makes this worse is the fact that more than thirty years ago 
the OECD published a strategy for reducing inequality between 
women and men. And since 1980 things have not changed 
enough. This is why we have decided return this injustice to  
centre stage. 

This decision is motivated by a respect for fundamental rights 
and ethics, but gender discrimination is also economically 
counterproductive, an often ignored aspect of this problem. To 
move towards a path of sustainable growth, our societies need to 
mobilise all talents, and everyone needs to join in creating value 
added in every aspect of our economies.

The problems facing developing countries affect women more 
harshly than men. When we look at the place women occupy in the 
poorest societies, the most serious problems such as the supply of 
drinking water and access to basic health care are borne by women. 
Here again, the richer nations and their governments have a clear 
responsibility towards the women of this world. Always open to 

improvement, policies to promote equal opportunities lie at the 
heart of the OECD’s work. Indeed, we owe it to the world and its 
women to lead by example whenever we can. 

See: www.oecd.org/gender

Gender support
“If we want to unleash the full potential of entire societies, 
we must do more to support women and girls who want to 
learn, work, and start their own businesses, which is why 
I’m very proud to support the OECD’s Gender Initiative.”

Special message from US Secretary of State, Hillary Rodham Clinton, to OECD 

Week 2012. See also “The 50th anniversary of the OECD”, in OECD Observer 

No 285, 2011, available at www.oecdobserver.org
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Are women in Arab countries on the 
verge of achieving real, lasting, change 
and empowerment? The answer 
depends on whether they can keep up 
momentum for change and influence 
government policies. 

At a time when the world’s governments 
are redrafting economic strategies 
to restore long-term growth, and 
expectations for increased transparency 
and accountability in both the public 
and private sector are rising everywhere, 
we need to respond to the aspirations of 
women and youths by linking economic 
strategy with broader plans for societal 
progress.

The Arab world is moving in the right 
direction by slowly removing cultural 
constraints to gender equality through 
education, entrepreneurship and 
political empowerment. Progress made 
by Arab women in the last 15 years 
continues to narrow the gender gap in the 
Middle East and North Africa (MENA) 
region, with particular improvements 
being made in the areas of literacy, 
women’s entrepreneurship and political 

Beyond the Arab Spring
Haifa Al Kaylani, Chairman, Arab International  
Women’s Forum (AIWF)

empowerment. Literacy rates for women 
throughout the region are now higher 
than those of men, and there have 
also been substantial gains in primary, 
secondary and tertiary enrolment. 

Throughout the Arab region, women 
outnumber men in higher education 
and account for around 75% of students 
enrolled in colleges and universities in the 
Arab world. Women in Kuwait, Qatar and 
Saudi Arabia constitute 67%, 63% and 57% 
of university graduates respectively. The 
number of women holding ministerial-
level positions and other roles in public 
life has also increased significantly in 
the last decade, and we are seeing more 
women exert a strong, positive and lasting 
influence on their communities, their 
societies and their economies. Women 
are taking on prominent roles as decision-
makers, participating in their economies 
and societies as educators, professors, 

university deans, journalists, judges, 
lawyers, media figures, bankers, medical 
professionals, scientific researchers and 
government ministers. 

More women are attracted to business 
too, and the number of women choosing 
entrepreneurship over traditional 
employment–12,000 in the United 
Arab Emirates (UAE) alone–is growing 
impressively year to year. Women represent 
50% of the small and medium-sized 
enterprise (SME) sector in the MENA area, 
and the participation rate of women rose 
from 10% in 1986 to 33% by 2008. The 
Boston Consulting Group recently estimates 
wealth held by women in the MENA region 
at $500 billion, while MEED, a Middle 
East business media company, estimates 
that $385 billion of wealth is managed by 
women in the six Gulf Cooperation Council 
countries (Bahrain, Kuwait, Qatar, Oman, 
Saudi Arabia and UAE).

But, to put these achievements into 
perspective, women are still vastly under-
represented in the region overall, especially 
in the sciences, sports, media, religion, 
medicine, engineering and law. Take the 
workplace: Qatar has a relatively high rate 
of women at work at 35%, ahead of Bahrain 
with 30%, whereas Oman stands at 25% and 
Saudi Arabia at just 17%. These numbers 
are all far below equivalent OECD averages. 
And despite an increase in parliamentary 
representation in many MENA countries, 
gender barriers have prevented women from 
having any major impact on some of the 
region’s key institutions.

Societal norms and traditions still exert a 
unique and limiting pressure on women 
in the region, while women in business 
in all Arab countries still struggle when it 
comes to access to capital, technology and 
networking or marketing opportunities, 
skill building and specialist training. 

These barriers must be overcome. After all, 
SMEs owned by women have been shown 
to be best at creating jobs and recruiting 
women and young people. Job creation is 
the crisis of our time, yet there is a strong 
link between women’s entrepreneurship 
and sustainable, inclusive economic 
and social growth: Arab women can be 
real drivers of change and partners in a 
developed and more dynamic Arab private 
sector,which the region desperately needs 
for its mainly young population.

The barriers to more equality in the Arab 
world may be falling, but gender and 
income inequality is rising. The global 
financial crisis and the Arab Spring 
have underscored the fact that in some 
parts of the region economic growth in 
recent decades has simply not translated 
into inclusive economic opportunity for 
all citizens, nor has it resulted in any 
noticeable social improvement. Still, 
while the true effects of the Arab Spring 
may not be known or measurable for 
decades, governments in the region have 
undeniably been awakened to the currents 
of change. There really is no going back.

The barriers to more equality in the Arab 
world may be falling, but gender and 
income inequality is rising
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Closing the gap between the economic 
opportunities available to men and those 
available to women should therefore be 
a top economic priority. An increased 
emphasis on the importance of social 
and human development issues, such as 
education, health, youth and women’s 
issues is a monumental step forward 
which can make a real impact in the critical 
areas of economic participation, economic 
opportunity and political empowerment.
In working towards achieving gender 
equality in the MENA region, Arab 
governments must approach sustainable 
development strategies with a rights-based 
focus on the Arab world’s most precious 
resource—its people, and especially its 
women and young people. 

But change will only come gradually and 
only from within. Looking ahead, the key 
concern for AIWF and our members is 

whether women will be able to successfully 
carve a space for themselves and find a 
voice for themselves in newborn Arab 
democracies. Several of our members, who 
are working on the ground to advocate for 
the inclusion of women in the shaping 
of new political frameworks in Egypt 

and Tunisia, broadly agree that outside 
assistance should be targeted at education 
and job training, as well as raising general 
public awareness of the important role 
women play in the economy, whether 
formally or informally. 

Now, more than ever, we can see that 
gender equality and equality of economic 
opportunity for all citizens are key to 

successful, inclusive and sustainable 
development for the MENA region, and 
that Arab women are engines of social 
progress and economic growth. Every 
MENA country faces a long and uncertain 
few years ahead, but there are now 
unprecedented opportunities for women 
to claim a critical role in shaping the 
frameworks that will set legal, political and 
social precedents for the decades to come.

References

For more on the Arab International Women’s Forum, see 
www.aiwfonline.com

See www.meed.com

See Cooperation Council for the Arab States of the Gulf, 
www.gcc-sg.org/en/

FOOD FOR 
THOUGHT

Global economic power and influence 
is rapidly shifting east. But the onset 
of the Asian Century is accompanied 
by what some observers are calling the 
Asian Paradox: the fact that the world’s 
fastest growing region is home to almost 
half the world’s extreme poor, and faces 
major challenges in areas such as health, 
governance and food security.

At the University of Sydney, our experts 
are working to find solutions to these real 
world problems – experts like Robert Park, 
who is developing new strains of wheat 
that are resistant to the rust diseases that 
devastate crops and threaten the food 
supplies of millions.

It’s just one example of the impact our 
research is having on the world.

Active minds. We change worlds.

For more information, head to 

sydney.edu.au
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The true effects of the Arab Spring may 
not be known for decades
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As we prepare for the upcoming Rio+20 
conference, there is growing agreement 
that development is a comprehensive 
process involving economic, social, and 
environmental dimensions–the three 
pillars of sustainable development. We 
also know that progress towards equality 
depends on political commitment, policy 
change, social mobilisation—and each 
individual’s actions—of girls, boys, 
women and men. 

But despite all we know, listening to 
ordinary people so often brings clarity on 
what is needed. This happened recently 
when a few women from Afghanistan, 
businesswomen, came to the United 
Nations. One woman, who started a 

business of office and home furniture 
said, “I started my business because I am 
a mother with two daughters and I was 
thinking of their future.” Another, who 
started a food processing business that 
employs more than 250 women, said, “I 
wanted to change the traditional life of 
Afghan women.” 

These entrepreneurs were asked what 
they needed for success, and they all 
said the same thing: we need education 
and security. 

All over the world, the goal of 
development is much greater than 
rising gross national product. It is about 
expanding human well-being and human 
freedom. 

Today I point to four areas that will help 
move us towards greater human security 
and more inclusive economies. 

First, we need to orient the role of 
governments and multilateral institutions 
to effectively respond to today’s financial, 

Gender: Still some way to go
Michelle Bachelet, Executive Director, UN Women, and former President of Chile

Wherever I go, in every country, 
women are demanding that their 
voices are heard. From the Arab states, 
where women continue to stand up for 
freedom and democracy, to all regions 
of the globe, the calls for equal rights, 
opportunity and participation are 
spreading and have brought significant 
change over the years.

In 1911 just two countries in the world 
allowed women to vote. Today, a century 
later, that right is virtually universal. 
Women are exercising greater influence in 
decision-making in all spheres of public 
and private affairs. More girls are going 
to school, more women earn an income, 
more women survive childbirth and more 
women can plan their families. But while 
we are closer than ever, we still have a 
long way to go to achieve equality.

The past century brought a 
transformation of women’s legal rights, 
but most of the laws that exist on paper 
do not translate into equality and justice. 
While countries are taking strides in 
promoting gender equality, all too often 
women are denied control over their 
bodies, denied a voice in decision-making 
and denied protection from violence. 

Today less than one in ten presidents and 
prime ministers and less than one in five 
members of parliament are women. Only 
3% of Fortune 500 companies are headed 
by women. Some 600 million women 
are working in vulnerable employment, 
trapped in insecure jobs. Gender wage 
gaps persist and every day, women 
continue to struggle to balance work and 
family life.

Less than one in five members of 
parliament are women, and only 3%  
of Fortune 500 companies are headed 
by women
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social, economic and environmental 
challenges. These are linked. The United 
Nations Environment Programme defines 
the green economy as one “that results 
in improved human well-being and 
social equity, while significantly reducing 
environmental risks and ecological 
scarcities”. 

There is a duty to protect citizens from 
absolute poverty and depravation. 
Governments need to make sure that 
resources are allocated efficiently, that the 
labour force is healthy and well educated, 
that jobs are created, that consumers 
are protected, that people enjoy a decent 
standard of living, and the environment 
is protected. 

Second, and this is related to my first 
point, we need ethical leadership. This 
leadership was demanded last year by 
protestors around the world—from those 
camped in tents at Occupy Wall Street 
to the students and workers marching 
in the streets of Europe and beyond, 
to the people demanding freedom and 
democracy in the Arab world. 

The protests continue this year. People are 
calling for ethical leadership—leadership 
to reduce economic insecurity and 
inequality, leadership to tackle lack of 
opportunity and high unemployment, and 
leadership to uproot greed and corruption. 
Leadership that respects the human 
being. 

Third, we need social protection and job 
creation. Six decades of strong economic 
growth have led to ever increasing 
inequalities. The global GDP is ten 
times larger in real terms than in 1950, 
but access to adequate social protection 
benefits and services remains a privilege 
afforded to relatively few people. 

Today about 5.1 billion people, 75% of 
the world population, are not covered by 
adequate social security. Some 1.4 billion 
people live on less than US$1.25 a day. 
About 38% of the global population, 

2.6 billion people, do not have access to 
adequate sanitation. Some 884 million 
people lack access to adequate sources of 
drinking water. 

Far too many people, especially young 
people, are unemployed. The persistence 
of such large numbers of excluded 
persons represents tremendous 
squandered human and economic 
potential and a threat to security. Growth 
strategies and economic and social 
policies need to deliver services and jobs 
to people. 

Last October we launched a new report 
produced by the International Labour 
Organization advocating a social 
protection floor, moving beyond the 
concept of a social safety net. First, 

everyone should have access to basic 
health services, education, housing, 
water and sanitation and other essential 
services. Second, no one should live 
below a certain income level. This means 
that everyone should have basic income 
security guarantees, such as pensions 
for the elderly and persons with serious 
disabilities, child benefits, and/or 
employment guarantees. 

Social protection is not only about 
providing services. It is about 
empowering people, giving them a chance 
to work with a decent salary and working 
conditions. It is possible, it is feasible. 
Many governments including Argentina, 
Brazil, India and Rwanda have made lots 
of progress. I can show it from my own 
experience.

Social protection was at the heart of my 
government in Chile during 2006-2010. 
Many reforms were implemented and 
huge investments were made to enhance 
access to health, pensions, education, 

housing, water and sanitation and 
especially to promote child development 
and gender equality. 

And if you think that these programmes 
are too costly, think again. Studies by 
the International Labour Organization, 
in consultation with the International 
Monetary Fund, show that in countries 
such as Benin, El Salvador, Mozambique 
and Viet Nam, major social protection 
floor programmes would cost between 1 
and 2% of GDP. 

In the long run, social protection floors 
can pay for themselves—by enhancing 
the productiveness of the labour force, 
boosting the aggregate demand and 
generating further tax revenues. 

Fourth and finally, we need to place 
special focus on women as we pursue 
healthy economies and societies. Half the 
world is women and yet they are denied 
equal opportunity and participation. 
A growing body of evidence finds that 
the exclusion of women in society, 
the economy and politics is not only 
hurting women, it is harming all of us 
because we are losing women’s potential 
and paying a high price for inequality. 
Removing the barriers to women’s full 
participation and protecting their human 
rights would result in higher and more 
inclusive economic growth, healthier 
and more educated children, and more 
balanced decision-making. Women’s full 
and equal participation strengthens good 
governance and democracy.

By placing women’s rights and gender 
equality at the centre of economic 
policymaking and the economic and 
political agenda, into the incentives that 
drive decisions, we can build inclusive 
and healthier societies. Women’s full 
participation is no longer an option. 
It is a necessity for our common future.

Visit www.unwomen.org

OECD GENDER INITIATIVE

Social protection is not only about 
providing services but about 
empowering people
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OECD Skills Strategy: The pathway of choice

YOUTH & SKILLS

Andreas Schleicher, Deputy Director, OECD Education Directorate, and Special Advisor on Education to the OECD Secretary-General

Policymakers need solutions to help 
their economies move forward in 
today’s world. The OECD Skills 
Strategy, launched at the 2012 
Ministerial Council Meeting in May, 
may prove fundamental. Here’s why.

Skills have become the global currency of 
21st century economies. Without proper 
investment in skills, people languish on the 
margins of society, technological progress 
does not translate into economic growth, 
and countries can no longer compete in an 
increasingly knowledge-based global society. 

One estimate puts the long-term economic 
value of raising student performance in 
the OECD area by just half a school year 
at US$115 trillion over the working life 
of the generation born this year. But this 

“currency” depreciates as the requirements 
of labour markets evolve and individuals 
lose the skills they do not use. 

The toxic mix of unemployed graduates, 
on the one hand, and employers unable 
to find the skills they need, on the other, 
sends a clear message: that skills do 
not automatically translate into higher 
incomes and high productivity. If we want 
to succeed at turning skills into better jobs 
and better lives, we have to understand 
more about those skills that transform lives 
and drive economies. 

We must then ensure that those skills 
are taught and learned effectively over 
the course of people’s lives. And we 
must provide an environment in which 
employers fully use the available talent. 

This is everyone’s business. Governments, 
employers, employees, and learners need 
to establish sustainable arrangements 
as to who pays for what, when and how. 
This is where the OECD Skills Strategy 
comes in. It helps countries identify 
the strengths and weaknesses of their 
national skills pool and their systems, 
benchmark them internationally, and 
develop policies for improvement.

What do we mean by developing the right 
skills? The crisis has reminded us that there 
can be drastic, sudden and unexpected 
changes in our economies. A generation 
ago students could expect that what they 
learned from their teachers would last a 
lifetime. Today, educators and training 
professionals have to prepare people for 
more rapid change than ever before, for jobs 
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that have not yet been created, to use 
technologies that have not yet been 
invented, and to resolve problems that we 
don’t yet know will arise. 

More than ever, a culture of lifelong 
learning must be fostered that can engage 
learners in overcoming the unforeseen 
challenges of tomorrow, not to mention 
those of today. To do this, governments 
must gather and use better intelligence 
about changing skill demand. They must 
work more closely with the business sector 
in designing and delivering curricula and 
training programmes. Skills development 
is simply much more effective if the 
world of learning and the world of work 
are linked together. Learning in the 
workplace allows young people to reach 
beyond state-conceived classrooms and  
develop the “hard” skills that working on 
modern equipment brings, and the “soft” 
skills of real-world experience. Hands-on 
workplace training can also help to motivate 
disengaged  young people and involve them 
more in the education system, as well as  
creating a smoother transition to the labour 
market. By working alongside businesses, 
governments can ensure there is sufficient 
local flexibility in designing and managing 
training programmes, while seeing to it 
that their tax systems do not discourage 
investment in learning. 

But even people who have strong skills 
sometimes do not bring them fully to bear 
in the economy. People with disabilities or 
chronic health problems, for example, are 
more likely to be inactive. So too are women 
and older people. And we know from 
research–but also from experience–that 
unused skills deteriorate. So what are the 
answers? First, we must identify inactive 
individuals more clearly and understand 
the reasons for their inactivity. We may then 
have to create financial incentives that make 
work pay and dismantle the barriers to 
participation in the labour force, such as the 
absence of childcare for many women, or 
resolve issues surrounding leave, part-time 
work and workplace facilities. And finally, 
we must find ways to encourage older 
people to stay on longer in their careers, 

not so much to reduce the welfare costs of 
early retirement, important as this is, but 
so that others–people,  businesses and the 
economy at large–can benefit more fully 
from their experience and knowledge. 

Nevertheless, even if the right skills are 
developed and people are willing to work, 
that still does not guarantee results. Take 
unemployment. One in four young people 
are jobless in France, Italy and the US. 
In Spain and some Northern African 
countries 40% or more young people have 
no jobs. For a young person looking for a 
job this is a terrible prospect and a tragic 
waste of skills. 

What’s more, a bad start in professional life 
leaves scars that can last ten years or more, 
affecting career prospects, pay levels and 
job security. Tackling unemployment and 
helping young people to gain a foothold 
in the labour market and into jobs that 
utilise their skills, must be a priority. 

The Skills Strategy shows that there are 
ways to achieve this, starting with firms 
themselves. Research finds that those 
firms that are good at deploying accepted 
best-practice management techniques are 
more innovative and perform significantly 
better, in economic terms, than those that 
are not. In well-managed firms, skills of 
employees are used more productively and 
this also boosts job satisfaction. Policy must 
encourage employers to align their business 
strategies with human-resource practices 
and skills development in their workforce. 

A second way is to improve the information 
we have about the skills needed and those 
available. Quality career guidance should be 
a critical feature of public policy. Competent 
personnel who have the latest labour-market 
information at their fingertips can steer 
individuals to the learning programmes 
that would be best for their prospective 
careers. Coherent and easy-to-interpret 

Skills development is simply much more 
effective if the world of learning and the 
world of work are linked together

qualifications help employers understand 
which skills are held by potential employees, 
thereby facilitating recruitment and 
matching. Competency-based qualifications 
provide employers with a sense of what a 
future employee can perform on the job 
and enable individuals who have work 
experience to secure credentials that reflect 
the skills they may have acquired on the job. 

Firms in many countries could introduce 
more flexible working arrangements too. 
Our lives have become more complicated. 
Jobs for life are largely a thing of the 
past. Family and professional lives are 
increasingly interwoven and have to 
be managed in parallel. Work places 
have to adapt to these changes and offer 
much more flexibility to avoid excluding 
individuals from active professional life. 

More also needs to be done to stimulate 
the creation of more high-skilled and 
high value-added jobs. Labour markets 
are not static, and policies can “shape” 
demand, rather than merely respond to 
it. By fostering competition and the spirit 
of enterprise that goes with it, policy-
makers can promote not just vibrant 
and productive economic activities, 
but more rewarding jobs as well. Such 
an environment also produces more 
entrepreneurs too–the people who create 
jobs. And we know that entrepreneurship 
skills can be learned and fostered through 
a dynamic education system. 

Which brings us back to skills: our 
education and training institutions can play 
an important role in creating higher-skilled 
jobs by helping their students to identify 
opportunities, turn them into successful 
ventures, and recognise and respond to 
difficulties and obstacles that may emerge. 
That is what the OECD Skills Strategy is 
for. It is not an easy agenda, but it is one 
on which the future or our economies and 
societies depends.
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Curious? You’d better be 

YOUTH & SKILLS

Dipak C. Jain, Dean, European Institute of Business 
Administration (INSEAD)

Life skills and a passion for 
learning are the key to the global 
knowledge economy. Thriving in 
this environment demands several 
qualities.

The February 1950 issue of Popular 
Mechanics predicted that by now, we would 
all be eating food made from sawdust, 
cleaning the interiors of our totally 
waterproof homes with a garden hose, 
and controlling the weather. The writer 
got it wrong. But in general, if the future 
is difficult to see clearly, we often can 
discern its outlines. This is particularly true 
when we observe global market trends to 
gauge what skills will prove instrumental 
in the decades ahead. In the first editions 
of the OECD Observer back in 1962, 
experts predicted the need to skill up for 
an increasingly technological world. Such 
foresight allows educators, along with their 
partners in business, government and civil 
society, to work together to prepare future 
talent for careers that are successful and 
significant.
 
As we map the territory ahead, institutions, 
like individuals, will have to be flexible 
enough to respond quickly to market 
changes, adapting their policies, curricula 
and resources to current and emerging 
circumstances. This is not easy, since 
institutions are notoriously slow to 
change. What we learn, and why we learn 
it, reflect our core values as a society. It’s 
our responsibility to shape the world we 
want, even as we react to market changes. 
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This view is implicit in Peter Drucker’s 
remark: “The best way to predict the future 
is to create it.” We can acquire new skills 
relatively easily, but acquiring the right 
skills, and then putting them into practice, 
is more difficult. Skills gained without 
wisdom offer no guarantee of success—in 
fact, they may produce the opposite effect. 
Yes, wisdom is a notoriously opaque 
term. What I mean by it is the practice 

of cultivating self-knowledge, humility 
and a long-term perspective rooted in 
enduring ethical values. The goal of this 
mindfulness–which is itself a skill–is action 
that “puts people first” and results in a 
society that is more harmonious and more 
prosperous. The market is our greatest 
engine for achieving this outcome on a large 
scale, which is why the skills we choose to 
develop for this matter so much. 

If we conceive of skills as a pyramid, as 
my INSEAD colleagues Bruno Lanvin and 
Nils Fonstad have done in their research, 
we see that its foundation is literacy and 
basic abilities, such as maths, science and 
IT literacy. Above that come job-specific 
occupational skills. Then, at the top of the 
pyramid we find global knowledge economy 
skills, such as those needed to manage 
virtual and multicultural teams. All are 
important and linked, although here my 
focus is on the pyramid’s apex.

We are witnessing a move away from 
traditional capitalism toward greater 
“entrepreneurialism” in many parts of the 
world. Globalisation and technological 
advances have played a big part in this 
shift, and these forces will keep operating 
at breakneck speed, challenging us to learn 
and re-learn if we are to remain valuable 
contributors. Given the complexity of 
the global marketplace—especially the 
knowledge economy and its IT tools—
human capital development will drive this 
century’s progress as steam power propelled 

the Industrial Revolution. To thrive in this 
environment, several qualities are required.

First, there’s a need for interdisciplinary 
acumen. The ability to synthesise and 
integrate disparate information, working 
alongside colleagues from different 
academic backgrounds, will be key. It 
will be necessary to complement our 
own expertise with a working familiarity 
of related or adjacent disciplines. 
Consider the Internet, which began as an 
engineering feat, but became what it is 
now through the contributions of many 
people, from linguists to neuroscientists. 
In fact, digital technology is a good 
example of why it is important for our 
knowledge to span disciplines: besides 
managing people well, leaders must 
manage technology effectively, since 
these tools will remain at the heart of 
organisational design, communication, 
human capital and decision-making. 

Cultural diversity is another factor. A global 
market demands people who can blend 
and mix, chameleon-like, across many 
cultures and borders. For the best results 
managers must understand the perspectives 
of multiple stakeholders, while harnessing 
diverse insights from their teams. Schools, 
particularly business schools can increase 
their value by promoting diversity skills. At 
INSEAD, global perspective and cultural 
diversity have formed the core of our 
research and teaching for more than 50 
years has led us to branch out to develop 
fully-fledged campuses in Singapore and 
Abu Dhabi, in addition to the original 
campus in Fontainebleau near Paris. These 
values have underpinned our full-fledged 
campuses in Singapore and Abu Dhabi, 
as well as Fontainebleau/Paris, and have 
supported our goal of bringing together 
diverse people and ideas to transform 
organisations. 

Then there is relentless curiosity. In a world 
continuously reinventing itself, only the 
curious will thrive. People with a passion 
for lifelong learning will adapt to new 
circumstances and drive groundbreaking 
value creation. 

It’s our responsibility to shape the world 
we want, even as we react to market 
changes
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In his research on innovation and 
entrepreneurship, INSEAD Professor 
Hal Gregersen has identified five 
core skills needed for what he calls 
“disruptive” discovery: associating, 
questioning, observing, experimenting 
and networking. He found that the 
most inventive people connect different 
ideas and knowledge domains, engage 
with others to get new insights, and 
keep asking questions that sharpen and 
test their own ideas. The challenge for 
institutions is to create an appetite for 
this perpetual curiosity, and the resources 
to support it. INSEAD does this in 
many ways, including by engaging with 
the private and public sectors. These 
relationships bring leaders onto our 
campuses and into our programmes, 
and provide insights to keep our courses 
timely and relevant. This practice, 
in turn, allows us to impart global 
leadership skills and produce graduates 

that can make significant contributions. 
Finally, humility and respect—for others, 
society and the planet. For those seeking 
to create a positive impact an authentic 
ethical intelligence will be as integral as 
analytical and emotional intelligence. 

Taken together, all these qualities create 
a holistic mindset that melds analysis 
and wisdom. Skills are a prerequisite 
for good jobs that sustain the economy. 
Yet this discussion cannot ignore other 
factors. Demographic shifts, especially in 
Europe and Japan, are resulting in labour 
challenges as fewer younger workers are 
replacing those retiring from the workforce. 
Those pensioners are living longer—a credit 
to medical and social innovation—but this 
presents an economic challenge that needs 
careful policy responses. Some proposals, 
such as raising the retirement age, have 
angered people who consider them unfair. 
This situation highlights the need for a 

concerted institutional effort to support 
lifelong learning, even as individuals 
understand their own responsibility in 
pursuing skills to fuel longer careers. 
The OECD, like INSEAD, is leading the 
enquiry into these issues. By addressing 
them and doing our best to anticipate 
the broad lines of the future, we can 
minimise the “skills gap”, increase human 
potential, and strengthen our economic 
and social foundations. 
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Skills development: Rethinking the future

YOUTH & SKILLS

Alessio J.G. Brown, Executive Director, Global Economic Symposium (GES), and Dennis J. Snower, President of the Kiel Institute for the World Economy and Director of the GES

Global competition and the global 
financial crisis have put additional 
pressures on education programmes 
around the world. Radically new 
approaches to learning are now needed. 

A new wave of globalisation is under way, in 
which outsourcing and offshoring no longer 
just affect unskilled and manufacturing jobs, 
but also skilled and service sector jobs. This 
trend has put new demands on education 
and training systems around the world, 
because in this new wave of globalisation, 
education and skills will be key, in particular 
those skills that emphasise flexibility and the 
ability to cope with change. 

The trouble is, many existing educational 
systems are not equipped to face these 
challenges. The current standard model 
of learning fits neither people’s diversity 
of talents and attitudes nor the demands 
of employers. Schools and universities in 
many countries, despite recent reforms, 
still focus on developing traditional 
cognitive skills, teaching narrow facts and 
solving routine problems with rules-based 
solutions. Policies put too much emphasis 
on secondary and tertiary education, and 

too little on early childhood education and 
family and social environments. 

How can conventional approaches be 
reformed? This is a major question 
and a source of much debate, but at the 
Global Economic Symposium (GES), an 
annual forum of leaders in policymaking, 
academia, business and civil society, three 
approaches were highlighted as necessary 
for addressing these challenges. 

A first step is to make educational 
systems more flexible in scheduling and 
timing throughout life, and to refocus on 
“learning to learn” and solving sometimes 
novel problems.

Current educational systems must be 
reformed to enable people to take more 
personal responsibility for their own and 
their children’s education and development. 
This could involve providing more courses 
that are flexible in time scheduling and 
spreading educational expenditure across 
people’s careers. It would also mean raising 
spending on lifelong learning to keep it at 
least in line with the extra tax revenues such 
learning would be expected to generate. 

Skills development should not be restricted 
to schools and universities, but should 
extend from early childhood to old age, from 

families to school and university, to business, 
government entities and society at large. 

A more participatory learning process that 
features “learning to learn” and “learning 
by doing” should be emphasised. Active 
learning, based on student participation and 
taking initiatives, matters more for student 
potential than passive learning. Educators, 
especially in primary and secondary 
schools, should focus more heavily on 
developing students’ imagination, creativity, 
inventiveness, spontaneity, interaction, 
social abilities and communication skills, 
which will become ever more important for 
individuals to become competitive in the 
globalised service economy. 

Schools must stimulate a child’s ability 
to solve new, non-routine problems, to 
combine different bodies of knowledge and 
to interact productively with others. 

Many existing educational systems are 
not equipped to face new challenges
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be established and made available so as to 
enlarge the scope and scale of educational 
resources that can be provided to all 
interested learners. Open fora provide more 
opportunities for users to act independently, 
as well as interact and discuss with users 
interested in the same topics, thereby 
increasing the depth and intensity of 
their learning. This partially dissolves the 
boundaries between teachers and learners, 
and increases the efficiency of knowledge 
transfer and knowledge diffusion. Open 
fora can also benefit poorer countries, 
where the likes of community radio, audio 
and mobile phones combine to produce 
clear education and training value. For 
inspiration, policymakers could look to the 
“Text2Teach program”, a partnership of 
telephone companies, content providers, 
business corporations, and education 
ministries which has helped to improve 
science teaching and student learning 
at elementary school in the Philippines, 
Indonesia, and some African countries. 

Whether improving ICT in education 
means investing in state-of-the-art hardware 
and software, or simply getting the most out 
of older, affordable, equipment, the lesson 
is the same: the new globalisation wave is 
transforming the world and so education 
must evolve too. Policies that put more 
focus on individual flexibility in learning, 
early childhood education and e-technology 
in learning environments would be a smart 
step in the right direction. 
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In science classes, students should be 
encouraged to run experiments on their 
own, rather than sticking strictly to 
textbooks. This would require changes 
in school curricula and in the ways of 
testing and grading students, for example, 
involving more open-ended questions and 
presenting them with ill-defined problems 
with no simple answers. It could mean 
organising more group activities and 
grading the performance of the group, 
rather than that of the individual. The UK’s 
SPRinG (Social Pedagogic Research into 
Group-work) Programs, which develop 
group-work skills in primary schools, 
are shown to have a positive effect on 
children’s academic progress because 
children are also encouraged to learn to 
think independently of the group, and to 
be self-confident and self-critical when 
facing different challenges. 

A second step is to invest in early childhood 
education. Any reform of the education 
system has to pay particular attention 
to preschool and elementary school 
education. Some countries lag behind in 
making early childhood education available 
to all children, yet it is the key to equal 
opportunity and achievement later in life. 
Investment in pre-schooling provides not 
only high returns throughout the education 
cycle—approximately 7–10% returns per 
annum, according to some studies—but 
boosts achievement levels among children 
from disadvantaged families. Early 
education must be tied closely to 
complementary family support. This aspect 
is highlighted by the experience of Finland, 
which leads in the OECD Programme for 
International Student Assessment (Pisa) 
rankings: although formal school starts later 
in Finland than in most countries, learning 
benefits from strong family support.

Cognitive and emotional difficulties 
often emerge early in life, usually before 
schooling, and are difficult to correct later 
on. Family and social factors may be at 
play, which in turn influence classroom 
performance. That means that education 
policies should be complemented by 

family and social policies that provide 
support for disadvantaged families, help 
integrate immigrants, improve urban 
neighbourhoods and reduce rural poverty. 
One example is New Zealand’s Ministry 
of Education’s Early Childhood Education 
(ECE) Participation Program, which targets 
Maori and Pasifika children and children 
from underprivileged communities and 
includes subsidies, community participation 
projects, playgroups, and flexible and 
responsive home-based early childhood 
education. Financial assistance should be 
properly targeted and subject to conditions, 
to ensure that it really is used for the early 
education of children.

A third step is to reinvent education by 
using new technologies and e-learning 
tools. Information and communication 
technologies are the key driver of productivity 
growth and social change, yet there is a 
worldwide gap in educating professionals 

with these so-called “e-skills”. In particular, 
traditional curricula should be redesigned 
to allow a more efficient integration 
of e-learning materials into traditional 
paper-based methods. Learners should be 
taught not only how to use information 
and communication technologies (ICT) in 
a narrow sense, but also how to harness 
ICT as tools to help them to learn and think 
independently. They should be allowed to 
wander off the set learning path, to follow 
their own interests, and information search 
on the Internet or via integrated packages 
of e-learning materials, and be guided back 
along the learning path. 

Open access repositories for educational 
resources and open fora—such as that 
provided by the Fundação Getulio Vargas 
(FGV), a foundation in Brazil, or the 
worldwide open educational resources 
clearinghouse currently provided by the 
African Virtual University (AVU) and Utah 
State University’s Center for Open and 
Sustainable Learning, for example—should 

Investment in pre-schooling provides high 
returns throughout the education cycle
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Europe: Investing in youth

YOUTH & SKILLS

Peter Matjaši , President, European Youth Forum

Young, skilled, well-educated, well-travelled 
and yet jobless: these are the characteristics 
of the so-called “lost generation”. The 
challenges young people in Europe face 
today are many, and vary from region to 
region and from person to person. Many are 
facing high levels of unemployment; some 
need to fight for their basic freedoms; others 
for their right to build up representative 
youth structures, or face different types 
of discrimination. There are plenty of 
indignados out there! 

Unemployment and growing inequality 
create a feeling of indignation and a 
profound sense of injustice. Citizens feel 
they are bearing the brunt of a crisis for 
which they have no responsibility, and young 
people feel that they especially have been 
left behind. The new grassroots protest 
movements call for global social justice, for 
a new policy agenda, and new economic 
and social models that focus not only on 
growth but also on openness, fairness and 
inclusion. Our role as established civil 
society actors is to build on this momentum, 
provide the link with the decision makers 
and translate their concerns into concrete 
suggestions for policy measures. The 
European Youth Forum aims to tackle 
exactly these issues and works to empower 
young people to participate actively in society 
and improve their own lives, by representing 
and advocating their needs and interests 
and those of their organisations. The 
European Youth Forum has been putting 
youth employment on top of its agenda. We 

have been leading the debates on young 
people’s access to social protection, better 
quality internships and apprenticeships, 
more opportunities for them to embark on 
entrepreneurial activities and the need for 
youth guarantee policies. More and more of 
our member organisations are joining the 
United Nations National Action Plans on 
Youth Employment so that their activities 
may contribute to improving the situation of 
young people in the labour market.

While we are very concerned with the 
worsening of the crisis and its impact on 
state budgets in the short term, we are 
convinced that austerity measures alone are 
not the answer. More smart investments in 
education and job creation are fundamental: 
budget cuts can only make the crisis 
worse in the long run. This is why we are 
proposing a European employment plan that 
can—through an increase in the structural 
and cohesion funds—support enterprises 

that want to invest in young people and 
recruit them. Another important axis of 
action for us is to reduce the precariousness 
caused, for example, by low wages and 
limited access to social security, and to 
increase security in the transition from 
education to employment.

Young people are already a very flexible 
group. Their dependence on internships, 
temporary contracts and “‘last in, first out’” 
status means they are often characterised as 
“labour market outsiders”, without access 
to the same wage and security levels as 
“insiders”. The possible solutions differ 
greatly, but serious political commitment 
and investment is key! One important 
measure to tackle the youth unemployment 
rate and kick start the European economy 
would be a standardised youth guarantee 
policy accompanied by adequate financial 
investment and monitoring that could offer 
young people a job, training or retraining 

within four months of inactivity. Such a 
policy measure would help young people 
keep in touch with the labour market and 
update their skills, thus contributing to their 
employability at a later stage. 

If there is only a very limited number of 
jobs available, training, retraining and 
education are only solutions of a temporary 
nature. Fostering entrepreneurship, in 
other words, job creation, is the answer. 
Youth entrepreneurship should be part of 
this guarantee for the young generation: 
an alternative way for young people to stay 
active in the labour market, earn income and 
realise their potential. However, currently, 
young people in Europe do not see this as a 
viable option for earning income. Too many 
obstacles are still in the way. 

 

Quality internships and apprenticeships 
can also be part of the answer, but 
implementation is a challenge. They 

must not replace real jobs. However, good-
quality internships and apprenticeships 
greatly contribute to bridging the skills 
mismatch gap.

This gap between the skills available and 
those needed in the labour market has also 
created a growing group of overqualified 
young people who resort to emigration or to 
less-skilled jobs. This can be addressed by 
better career guidance and promoting closer 
links between the education system and the 
labour market. However, we should also stress 
the outcomes of non-formal education and 
informal learning opportunities offered by 
youth organisations and youth-led projects. It 
is thanks to these types of experiences that one 
can acquire a range of so-called “soft skills” 
such as languages, self-confidence, public 
speaking, project management and financial 
management skills.

We believe that young people need proper 
investment rather than kind words. They 
must be a political and financial priority for 
Europe—they deserve nothing less! 

See www.youthforum.org

Internships and apprenticeships are part 
of the answer, but cannot replace real 
jobs
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China: Investing in human capital 
Lu Mai, Secretary-General, China Development 
Research Foundation

Human capital spending is needed 
to reshape China’s growth engine. 
The action can start at an early age.

In thirty years of reform and opening up, 
China’s economy has achieved to sustain 
a nearly double-digit growth on average, 
and increase the GDP per capita from 
$190 in 1978 to $5,432 in 2011. In three 
decades, China has entered the group of 
middle income countries, and in 2010, 
surpassed Japan as the world’s second 
largest economy. 

China’s economic success is largely due to 
reforms that created favourable incentives 
and unleashed productive forces. A 
favourable demographic structure and 
adequate labour supply also contributed, 
as did a high level of capital accumulation 
and the implementation of an export-
oriented economic strategy.

However, some of the factors that have 
been supporting China’s rapid economic 
growth are changing. China is now facing 
a rapid population ageing, overinvestment 
is creating excess production capacity 

©
 Ja

so
n 

Le
e/

Re
ut

er
s

©
 C

DR
F



OECD Observer  No 290-291 Q1-Q2 2012          51

and the demand from world markets 
is becoming sluggish. Can China’s 
growth miracle still continue? Can China 

successfully enter the ranks of high 
income countries? The answer lies in 
China’s current and future ability to have 
higher and more equitable investments in 
human capital. 

In the past thirty years, China’s level of 
human capital has improved sharply, but 
there is still a big gap with developed 
countries. One of the particularly acute 
challenges China faces is that of early 
childhood development. For example, 
between 1980 and 2010, China’s average 
life expectancy rose from 66 years to 
73.5 years, and the average number of 
years of schooling increased from 3.78 to 
7.55 years. Between 1990 and 2010 the 
prevalence of stunting growth among 
children under age 5 declined from 33.1% 
to 9.9%, and the rate of anemia among 
rural children between under 24 months 
decreased from 38.7% to 20.8%. These 
achievements are very significant, but 
still insufficient to support the need for 
upgrading the industrial structure and 
economic restructuring in China’s future.

Moreover, these national average data 
obliterate the gap existing between urban 
and rural areas, yet this gap is difficult to 
ignore. A survey conducted by the China 
Development Research Foundation found 
that in 2009, the prevalence of stunting 
among 6 to 11 months of age children in 
poor rural areas was 3.3 times the national 
average; in Yunnan province’s Xundian 
County, children of the same age showed 
a stunting rate 5.7 times higher than 
the national average; In both Qinghai 
province’s Ledu County and Yunnan 
province’s Xundian County, the rate of 
anemia of the children 12 to 23 months 
of age were respectively 3.9 and 3.2 times 
higher than the national average.

The Chinese government has in recent 
years recognised the importance of 
human capital investment, leading to a 
substantial increase in investments in 
education, health care, student nutrition 
and early childhood development. But for 
China, a country with significant different 
regional disparities, more funding does 
not suffice to improve human capital 
substantially and equitably. What is 
needed even more are innovative practices 
in supporting systems and policies. 
For example, the Chinese government 
has committed to ensure that 70% of 
children have access to three years of early 
childhood education by 2020. But a large 
number of children in remote and poor 
areas will be blocked outside the doors of 
regular kindergartens. 

That is why, in poor and remote areas 
of the western region, the China 
Development Research Foundation has 
been conducting a policy experiment that 
aims at providing affordable preschool 
education through innovative practices, 
which were partly inspired by discussions 
around OECD’s “Starting Strong” series. 
This “Go Teach” experiment involves 
teachers that rotate from one village 
to another during a week of school to 
provide pre-school education for poor 
children who live in the vicinity. This 
mobile education system has allowed the 
local young pupils to develop cognitive 
and language skills close to those of 
children who have access to the regular 
kindergartens in China’s cities and 
towns. It will help to close the gap in 
early childhood education, which if not 
addressed, will affect the development 
of China’s future human capital and fuel 
existing inequalities.
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A large number of children in remote and 
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How tax can reduce inequality

TAXATION & INCLUSION 

Alan Carter, Head of International Tax Dialogue 
Secretariat, and Stephen Matthews, OECD Centre for 
Tax Policy and Administration

A rising tide may not now lift all boats, 
to misquote US President Kennedy’s 
original analogy made in 1963 linking 
economic growth to prosperity for all. 
Can governments maintain the social 
cohesion needed for sustainable, long-
term growth? Supporting an equitable 
income distribution remains one of 
the key goals of fiscal (and tax) policy.  

The rapid growth of emerging economies 
in the past decade or so has lifted hundreds 
of millions of people out of absolute 
poverty and reduced income disparities 
across the world as a whole. At the same 
time, until the financial and economic 
crisis of 2008, most other economies were 
expanding too. However, within the OECD 
and emerging economies not all regions or 
people benefitted equally from the growth 
years. On the contrary, the distribution of 
income tended to become more unequal. 

Unsurprisingly, particularly since the onset 
of the crisis, these trends have increased 
the salience of “fairness” in political 
debate in many countries, in terms of both 
equality of opportunity and of outcomes 
for household incomes and consumption. 
While few doubt that fairness is important, 
interpretations of what is fair differ and 
may in part reflect historical norms for 
the distribution of income, which can 
differ widely between countries (see chart).
That said, over the longer term too much 
inequality may be inimical to growth. 

Tax policy can play a major role in making 
the post-tax income distribution less unequal. 
In addition, tax policy is crucial for raising 
revenues to finance public expenditure on 
transfers, health and education that tend to 
favour low-income households, as well as on 
growth-enabling infrastructure that can also 
increase social equity. 

Inequality tends to be less pronounced 
in OECD countries than elsewhere in 

the world, though in recent decades the 
distribution of disposable incomes has 
tended to become more unequal. In the 
mid-1980s the Gini coefficient, whereby 
0 is perfectly equal (and the higher 
the coefficient, the more unequal is a 
distribution) stood at 0.28 among the 
working-age population, on average, in 
OECD countries. By the mid-2000s it had 
become more unequal, increasing to 0.31. 

What then are the implications for tax 
policy? Work by the OECD experts and 
many others on tax reform and economic 
growth stress the need to weigh up the 
extent to which high marginal tax rates 
on income can act as a disincentive, for 
instance, for investment in human capital 
or discourage entrepreneurship, and the 
fact that progressive taxation of income 
is one of the main ways for governments 
to redistribute incomes. For many 
countries the potential trade-offs between 
economic growth objectives and equity are 
particularly critical at present. 

The effects of taxation on income 
distribution needs to be seen in the 
context of the trade-offs between growth 
and equity, and this means looking at 
the overall effects of any reform on the 

fiscal regime as a whole, and not just at 
whether individual taxes are progressive or 
regressive. This is because the distribution 
of disposable incomes depends on both 
taxes and benefits. Raising indirect taxes, 
for instance, is often regressive where 
these taxes fall on the consumption of 
goods and services that make up a larger 
share of the budgets of poorer than richer 
households. But the overall impact of a 
fiscal reform can still be progressive, if 
these effects are offset by other tax and 
benefit changes. Income-related benefits, 
for example, are a much more efficient 

way of increasing the disposable income 
of poorer households than reduced rates 
of VAT. 

Nor is VAT necessarily bad for 
redistribution. This is clear in the case of 
developing countries, where the relatively 
greater reliance on indirect taxes may make 
their tax systems more regressive. On the 
other hand, consumption taxes such as 
VAT may be the only way to finance (more) 
strongly progressive spending. However, 
as some countries lack the administrative 
capacity to make welfare transfers to 
households, there may be a case for 
differentiating VAT rate structures to tax 
“necessities” at a lower rate, if at all.

Most developed countries already have 
well-developed tax regimes that raise, on 
average, tax revenues equivalent to some 
35% of GDP. The scale of tax revenues is 
capable of achieving a significant amount 
of redistribution. However, it is also 
capable, if structural tax policies are poorly 
designed, of becoming detrimental to 
economic performance. 

During the 1980s a number of countries 
became concerned that high marginal 
tax rates were one of the factors that had 
contributed to the slowdown in economic 
growth in many countries in the 1970s. 
Moreover, high tax rates were encouraging 
the development of selective tax reliefs, 
which distorted investment decisions, and 
extensive (even aggressive) tax planning 
through the exploitation of loopholes 
that narrowed the tax base. Reformers 
decided to adopt a “broad base-low rate” 
approach instead, which meant pushing 
down statutory rates of both corporate and 
personal income taxes, and recovering 
potentially lost revenue by applying these 
tax rates to a broader base.

The apparent success of such reforms 
encouraged others to emulate them. 
Moreover, competitive pressures arising 
from the effects of liberalising trade 
and financial flows (notably growing 
international integration and globalisation)

Simply raising marginal personal 
income tax rates on high earners 
will not necessarily bring in much 
additional revenues
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also put downward pressures on tax rates. 
Top marginal statutory rates of personal 
tax, in particular, have been cut quite 
substantially in many cases, from an 
OECD average of 66.8% in 1981 to 41.7% 
in 2010. 

Faced with the challenge of how to restore 
sustainable public finances and the growth 
of output and employment following the 
post-2008 recession, what tax policies 
should OECD countries pursue now? 
Can tax policies be devised that will be 
perceived to be “fair” and help maintain 
the social cohesion, while supporting 
growth too? Where additional tax 
revenues have to be raised as part of fiscal 
consolidation plans, can this be achieved 
by broadening tax bases to make more of 
the income of better-off individuals taxable, 
or should marginal statutory tax rates be 
raised too? 

Simply raising marginal personal 
income tax rates on high earners will 
not necessarily bring in much additional 
revenue, because of effects on work 
intensity, career decisions, tax avoidance 
and other behavioural responses. Where 
tax increases are necessary, the most 
growth-friendly approach would be to 
reduce tax-induced distortions that harm 

growth, including closing loopholes, and 
to raise more revenues from recurrent 
taxes on residential property, while setting 
taxes to reduce environmental damage and 
correct other externalities. 

As ever, the devil is in the detail, but 
there are a number of ways in which 
such reforms could contribute to social 

equity. For instance, many tax breaks 
favour higher income individuals 
disproportionately. The case for reviewing 
their effectiveness is clearly compelling. 

There is also scope to raise taxation of 
residential property which is relatively 
lightly taxed in many countries. However, 
while the better off tend to own the 
most expensive residential property, 
there are many middle class owners 
too, so reform has to be approached 
cautiously, especially given the bruising 
many home-owners took from the 
housing bubble. Nevertheless, out-of-
date values for tax purposes often distort 
the efficiency of property markets (by 
discouraging individuals from moving 

home, thus reducing labour mobility) and 
many existing property taxes tend to be 
regressive, i.e. take proportionally more of 
the income of poorer households. Reform 
and revaluation could make property taxes 
both fairer and less distortive. 

Good tax administration also matters. 
New IT systems in use in revenue 
administrations increasingly include 
tools such as sophisticated risk engines 
to identify potential missing revenues. 
Efforts to curb offshore non-compliance 
by making the exchange of information 
among tax authorities more effective have 
been given a new impetus. Tax evaders, 
who are often wealthy, have fewer places 
to hide their money. These initiatives also 
bolster international efforts by the IMF, 
OECD, UN and World Bank to help low-
income countries to develop more effective 
tax systems. 

In short, tax reform can promote more 
equity while unblocking growth, so that the 
next rising tide lifts more boats together. 
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Distribution of disposable income
Selected countries, Gini coefficients: larger = more unequal
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Note: Data shown uses Gini data calculated from income rather than consumption. Household consumption data only shown for 
some developing countries where comparable income data is unavailable. See online version of this article for more countries.
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Closing tax loopholes 
Heather A. Lowe, Legal Counsel & Director of 
Government Affairs, Global Financial Integrity, and 
Nathan Williams, Global Financial Integrity*

The economic ills of the crisis have 
rightly prompted public reevaluation of 
government spending habits and revenue 
collection on both sides of the Atlantic. 
While congressional super committees 
and EU delegations hash out plans to foot 
massive debt bills, a combination of civil 
society groups, the Occupy movement, 
and simple common sense have brought 
long-deserved attention to certain tax 
loopholes and corporate practices that cost 
governments billions of dollars.

A report published in November 2011 by 
the advocacy group Citizens for Tax Justice 
looked into this tax dodging behaviour 
among the US’s 280 largest corporations 
and found that 78 of them paid no taxes, or 
even negative tax rates, for at least one year 

since 2008. Among the many loopholes 
at the disposal of these large corporations 
is tax arbitrage, the common practice of 
analysing tax rules that differ from country 
to country, to strategically exploit the 
differences in order to keep the amount of 
taxes paid to any government, anywhere, as 
low as possible. 

Expert practitioners of tax arbitrage have 
developed many means of tax avoidance, 
some of which border on the absurd. 
One is to chop cars in half such that they 
qualify as “spare parts” at the border. Upon 
clearing customs, the two halves are simply 
welded back together and ready for sale 
having paid substantially lower taxes than 
on an otherwise new, imported vehicle. 

Most corporations do their best to keep 
their efforts to use loopholes secret, and 
therefore it’s no surprise that their tactics 
succeed in costing governments billions of 
dollars, while remaining invisible.

In 2011 the OECD, led by Secretary-
General Angel Gurría, urged policy-
makers in the world’s most developed 
economies to limit the scope for “gaming” 
the system by using multiple deductions, 
the creation of untaxed income and other 
unintended consequences of international 
tax arbitrage. In addition to lost revenue, 
the OECD also recognises the negative 
impacts of “tax arbitrage on competition, 
transparency and fairness” in the global 
economy.

In line with the OECD’s resolve on tax 
arbitrage, US President Barack Obama 
also announced his intention to close 
tax loopholes on foreign investment, 
just weeks before the French and other 
governments declared an end to tax havens 
during the G20 Summit in Cannes. 

With public debt front and centre on the 
international stage, the strong posture of 
the OECD and the leaders of its member 
countries towards corporate tax avoidance 
is a step in the right direction. To be sure, 
the world’s debt woes will not come to 
an end by tightening tax loopholes. But 
as the OECD’s former top tax official, 
Jeffrey Owens, who led the international 
stand against tax havens and bank secrecy, 
put it, tax may not have been among the 
root causes of the financial crisis, but 
inappropriate tax measures can have an 
indirect effect on financial instability by 
encouraging greater leveraging, greater 
risk-taking and less transparency. 
 
We agree that improved transparency 
and accountability in the global financial 
system can slow down aggressive tax 
planning. In a 2010 report by one of our 
members, Global Financial Integrity, 
as much as $9.4 trillion is hidden away 
in offshore tax havens and secrecy 
jurisdictions located across all continents. 
Moreover, over the past two years alone, 
cracking down on bank secrecy has 
brought governments nearly $20 billion 
in additional revenue, according to figures 
published in November by the OECD.

That’s why our Task Force is asking 
that countries require all multi-national 
corporations to report sales, profits and 

taxes paid in all jurisdictions in their 
audited annual reports and tax returns, 
as well as mandating public availability 
of information regarding beneficial 
ownership, such that financial institutions 
can rightly identify the ultimate beneficial 
owners or controllers of any company, trust 
or foundation seeking to open an account.

In combination with fine-tuned fiscal 
policies, tackling aggressive tax planning 
can be a powerful weapon against the 
debt burden borne by EU countries as 
well as the United States, and the Task 
Force on Financial Integrity and Economic 
Development is counting on the OECD’s 
continued leadership in closing those holes 
in the system in order to get out of a much 
bigger one. 

*Global Financial Integrity is a member of the 
Task Force on Financial Integrity and Economic 
Development
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The strong posture of the OECD and the 
leaders of its member countries towards 
corporate tax avoidance is a step in the 
right direction

Jeffrey Owens, who retired as director of the OECD 

Centre for Tax Policy and Administration in January 

2012, led the OECD’s work on tax havens for some 

three decades. 
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The need for long-term investment is more urgent than ever given the 
rapid changes our societies are undergoing. 

Responding to major challenges, such as shifting to a low-carbon economy 
or supporting sustainable urban development and infrastructure building, 
will require massive financial resources.

Since many of our national budgets are constrained by the current 
financial and economic crisis, there are now few options other than 
adopting the regulatory frameworks to incite long-term investment 
and encouraging cooperation between long term investors to take up 
these challenges.

This is the mission of the Long-Term Investors’ Club (www.ltic.org).

Founded in 2009, the Long-Term Investors’ Club aims to bring together 
major worldwide institutions–including sovereign wealth funds, public 
sector retirement funds, private-sector pension funds and development 
banks–to assert their common identity as long-term investors and to 
facilitate greater cooperation between members.

The Long-Term Investors Club is today composed of 14 major financial 
institutions and institutional investors from all over the world, in particular 

from the G20 and OECD countries, representing a combined balance 
sheet total of US$3.2 trillion.

The Long-Term Investors’ Club is a member driven and project oriented 
organisation.
Among the first achievements of the Members:

two major equity investment funds• 

the Marguerite Fund, that supports strategic investments in the • 
fields of energy, climate change and transport infrastructure in the 
EU’s 27 Member States;

the InfraMed Infrastructure Fund; dedicated to long-term investments • 
in sustainable transport, energy and urban infrastructures in the 
countries of the Mediterranean’s southern and eastern shores. 
These equity funds are prototypes of new financial instruments, 
combining public and private investors to finance long-term 
investments. They have both realised their first investments and 
expect to reach final close in the coming months.

Active contributions to European and international debates on the • 
regulatory framework applicable to long-term investment (Basel III, 
IFRS, IASB standards, OECD work on long-term investment, etc).

See www.ltic.org

Business  brief

The Long-Term Investors’ Club
A global platform of major investors
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Long-term investors: Getting the model right 
Carolyn Ervin, Director, OECD Directorate for Financial 
and Enterprise Affairs

Since the 2008 financial crisis, 
strains in the financial sector and in 
government balance sheets mean 
there is less and less supply of long-
term capital. This has profound 
implications for growth and financial 
stability. Policymakers should take 
action. 

An OECD report on Infrastructure to 
2030 estimated global infrastructure 
requirements to be in the order of $50 
trillion. The International Energy Agency 
has estimated that adapting to and 
mitigating the effects of climate change 
over the next 40 years to 2050 will require 
around $45 trillion or around $1 trillion 
a year. 

Demand for long-term capital across 
the world will increase, not only to help 
countries exit from the current financial 
crisis and reinforce growth rates in 
mature economies, but also to finance 
infrastructure, innovation, education and 
environment programmes worldwide. 
Action is needed to meet this demand and 
cover the expected shortfalls.

Bank lending, the traditional private 
source of financing for infrastructure and 
renewable energy, is under major strain as 
a result of the post-crisis deleveraging and 
new banking regulations. In the first three 
months of 2012, the global volume of new 

project finance–at $64.6bn–was one third 
lower than in the previous year and there 
is an expectation that such financing could 
shrink further.

Institutional investors, such as pension 
funds, insurers, mutual funds, and 
sovereign wealth funds, could potentially 
take up some of the slack in the market. 
The main institutional investors in 
the OECD–pension funds, insurance 
companies and mutual funds–hold over 
$71 trillion in assets. In emerging markets, 
sovereign wealth funds are the main 
investors, with over US$4 trillion in assets. 
While these institutions are often referred 
to as “long-term investors”, they do not 
always act in this capacity.

There are three types of long-term 
investment. “Patient” capital, that is 
the ability to hold investments for long 
periods, lowers portfolio turnover, 
encourages less pro-cyclical investment 
strategies and facilitates investment in less 
liquid assets. It can therefore lead to higher 
net returns and greater financial stability. 

“Engaged” capital encourages active 
voting policies, leading to better corporate 
governance and better managed 
companies. 

Finally, “productive” capital provides 
support for infrastructure development, 
green growth initiatives, SME finance etc., 
leading to sustainable growth. 

Despite their seeming contribution 
to financial stability–acting as shock 
absorbers in times of financial distress–
and capital market development– 
improving market liquidity and access 
to finance, institutional investors are 
often criticised for short-termism. Some 
objections include facts such as declining 
investment holding periods and low 
allocations to less liquid, long-term assets 
such as infrastructure and venture capital, 
while those to hedge funds and other 
high frequency traders have grown in 
importance. Other related concerns over 
the behaviour of institutional investors 
are their herd-like mentality which may 
sometimes feed asset price bubbles, and 

their tendency to be “asleep at the wheel”, 
failing to exercise a voice in corporate 
governance. “Where were the main 
institutional shareholders when the banks 
were going bust and corporate executives 
being so overpaid?” 
 
So why don’t institutional investors live 
up to their long-term investing potential? 
Several complex and interlocking barriers 
hold them back. 

Institutional investors increasingly 
rely on passive investing or indexing on 
the one hand and alternative investments 
(such as hedge funds) on the other. The 
former can discourage them from being 
active shareowners while the latter may 
involve shorter term, higher turnover 
investment strategies.

Agency problems are another barrier to 
long-term investment. Pension funds in 
particular rely increasingly on external 
asset managers and consultants for much 
of their investment activity. However, 
they often fail to direct and oversee 
external managers effectively–handing out 
mandates and monitoring performance 
over short time periods which introduces 
misaligned incentives into the investment 
chain. Institutional investors also 
contribute indirectly to short-termism 
via some common investment activities, 
such as securities lending or increasing 
investment in Exchange Trade Funds 
(ETFs). Investors may, therefore, be 
inadvertently contributing to speculative 
trading activities in the very securities that 
they own. 
 
Government regulation can also  
exacerbate the focus on short-term 
performance, especially when assets 
and liabilities are valued referencing 
market prices. For example, the use of 
market prices for calculating pension 
assets and liabilities (especially the 
application of spot discount rates) and 
the implementation of quantitative, risk-
based funding requirements appear to 
have aggravated pro-cyclicality in pension 
fund investments during the 2008 
financial crisis in some countries. 
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A lack of long-term investment  
opportunities, such as infrastructure 
projects, also acts as a barrier. This can 
be due to poor planning on the part of 
government which leads to a dearth 
of projects in the pipeline as well as 
of financing vehicles that do not give 
institutional investors the risk/return 
tradeoffs that they need. Insufficient 
investor capability could also be a reason. 
This is particularly true of smaller pension 
funds which do not have the knowledge or 
scale to become involved in such projects. 

Finally, conditions for investment 
may simply be inappropriate due to a 
need for improved data collection and 
benchmarking for such projects. 

So what can policy do to help? The OECD 
believes that policy reforms can be used to 
encourage institutional investors to play a 
longer-term role. 

Improving the regulatory framework 
for institutional investors would help. 
For instance, by developing risk-
management systems to take account of 
longer term risks, longer-term mandates 

and monitoring for external managers, 
removing investment regulatory barriers 
and addressing potential unintended short-
term incentives in solvency and funding 
regulations. 

Policies to encourage active share 
ownership are also important. 
Governments should first check that there 
are no regulatory barriers to institutional 
investors acting as active shareholders. 
These might include share blocking, 
taxation issues, takeover concerns or 
rules against collaboration. Practical 
encouragements, such as allowing 
electronic voting of shares, could also 
be put in place. Or regulation could be 
more prescriptive such as by requiring 
institution investors to disclose their 
voting policies and records, as well as their 
governance and conflict of interest policies.

Other incentives, such as giving multiple 
voting rights to long-term investors, could 
also be considered. The burden of active 
engagement can be reduced–particularly 
for smaller investors–by encouraging 
collaboration via investor groups, or 
alternatively using activist fund services or 
proxy voting firms, assuming appropriate 
safeguards are in place.

Guidance on behaviour expected from 
institutional investors is also key, with 
financial regulators and supervisors 
also having a role to play in ‘nudging’ 
institutions towards long-term, active 
investment. 

Developing a supportive policy framework 
is also crucial. Policymakers should also 
help investors address long-term risks, 
such as by supporting the development 
of transparent and reliable indices. 
Government can issue long maturity and 
inflation-indexed bonds that facilitate long-
term risk management by investors. A 
well structured public-private partnerships 
environment would also be boon, with 
governments working with institutional 
investors to assess the scope for promoting 
the “right” investment opportunities. 

Having extolled the virtues of long-term 
investing, it is important to note that short-
term financing also plays an important role 

in our financing systems–it is not a case 
of “four legs good, two legs bad.” Indeed, 
it was the so-called short term investors 
(hedge funds and the like) who often made 
the “right” call in the unwinding of the 
mortgage backed securities markets which 
were the catalyst for the financial and 
economic crisis. What we need to strive for 
is a more balanced financial system where 
investors are supported to play their most 
productive role. 

For further information, including work 
with G20, see www.oecd.org/finance/lti 
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World trade is changing, and so too must 
the way policymakers approach it, says 
Pascal Lamy. We asked him to explain.

OECD Observer: The financial and 
economic crisis of the last few years has 
led to calls from world leaders, the OECD 
and other international organisations 
for new growth models, and to avoid 
returning to business-as-usual. You have 
also urged change, and just recently stated 
that “yesterday’s solutions simply cannot 
be applied to the problems we face today.” 
In the context of world trade, what you 
think can no longer be applied? 

We can no longer think about world 
trade in the same terms as 20 years 
ago. International trade has profoundly 
changed over the past decades. Production 
chains have become global, with 
production stages located in various 
countries. World trade is no longer 
exclusively about trading final products, 
as per David Ricardo’s theory. It is 
increasingly about trading intermediary 
goods. The import content of exports 
has roughly doubled in 20 years (from 
20% to 40% on average). This means 

that protectionism in the classical sense 
of the term, i.e. customs tariff increases 
or quantitative restrictions on imports, 
does not protect anymore: in today’s 
world, taxing your imports means taxing 
your exports, and hence damaging your 
competitiveness. In other words, applying 
the classical recipes of protectionism 
doesn’t do the trick anymore. It won’t 
pull us out of the current crisis, to 
the contrary.

Real protection lies in my view in the 
quality of economic policies and social 
safety nets. Look at Europe: it has a 
common trade policy but social policies 
differ from one country to another. The 
difference in competitiveness between 

France and Germany, for example, stems 
largely from differences in the way 
economic and social policies are designed 
and implemented. In today’s globalised 
world and in the current context of 
financial and economic crisis, social 
policies are more important than ever. 

They are the key to competitiveness and 
sustained growth. 

The WTO traditionally favours 
trade opening and is against trade 
protectionism. Have these definitions 
evolved in any way in light of the crisis or 
shifts in globalisation? 

Yes, they have evolved dramatically. I 
just referred to the profound changes 
that have affected world trade in recent 
decades and what this means for 
protectionism. Raising tariffs does not 
protect anymore; real protectionism is 
about putting in place the right economic 

and social policies to accompany those 
impacted by globalisation. 

As for trade opening, for decades it took 
the form of tariff reductions. In 1947, 
before the GATT began operations, 
average tariffs in the industrial world were 
comprised between 20 and 30%. Eight 
successive rounds of trade negotiations 
under the GATT succeeded in reducing 
average MFN tariffs* on imports of 
manufactures to 4% in industrial 
countries. With the lowering of tariffs, the 
nature of obstacles to trade has evolved.

In many regards, today non-tariff barriers 
matter more than tariffs. This is what we 
now have to focus on, and this is what 
this year’s WTO World Trade Report will 
be about. This evolution has an impact on 
the way trade opening can be achieved. 

By trade opening, I do not mean 
deregulation; I mean opening trade 
within a framework of global rules. What 
the current crisis has demonstrated is 
that regulation is essential to harness 
globalisation. How can this be best 
achieved? Regional and bilateral trade 
agreements have a positive impact 

A new narrative for world trade
Interview with Pascal Lamy, Director-General, World Trade Organization

Real protection lies in the quality of 
economic policies and social safety nets

What the current crisis has 
demonstrated is that regulation is 
essential to harness globalisation
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on trade opening as far as tariffs are 
concerned. But regulatory issues may not 
be necessarily best addressed through 
these agreements. The multiplication of 
regulatory frameworks that stems from 
regional and bilateral agreements may 
indeed create divergences with costly 
impact on business. Today, given the 
changing nature of obstacles to trade 
and global production chains, greater 
trade opening is best achieved through 
multilateral agreements. 

You have recently named a panel to 
identify 21st century trade challenges. Why 
have you taken this initiative and what 
would you like to see come from it? 

I have noted above, the nature of trade 
and of obstacles to trade has changed 
dramatically over the past decades. We 
need a new trade narrative. We need to 
analyse these changes to identify what 
are the real obstacles to trade in today’s 
globalised world and how best to respond 
to them. I have decided to appoint this 
panel to shed light on the new challenges 
facing world trade and the WTO, to 
assess the medium-to long-term trends 
in multilateral trade relations, and to 
reflect on the future direction of the 
WTO. The panel–with strong presence 
of business, civil society and prominent 
stakeholders of global trade–has been 
tasked with identifying what are today’s 
and tomorrow’s obstacles to trade, as 
well as the potential opportunities for 
the Multilateral Trading System; and 
explore how trade is contributing to 
development and what actions can 
be taken to ensure that the trading 
system continues to support growth, job 
creation, poverty alleviation and improved 
standards of living. 

*MFN: “Most-favoured nation” status. 

See: www.wto.org
www.oecd.org/trade 

Trade history
Many aspects of trade and what we 
think of as modern economics emerged 
very early on in history. 

In the third century AD, the Roman 
Empire was hit by a major financial 
crisis that caused trade to collapse and 
the economy to shrink. The impact 
would last for centuries and influence 
even the Middle Ages. For example, 
large open cities were replaced by 
walled towns; manufactured goods were 
made on the landowners’ estates rather 
than bought from specialists. One 
lesson for us today is that globalisation 
is not a one-way process–it can stop 
or even reverse. Another lesson is 
that trade tends to be influenced by 
non-trade factors rather than dominate 
them. In the Roman case, those 
factors included military spending and 
inflation. 

Later periods also show similarities to 
our own. Medieval Europe witnessed a 
consumer-led boom that revolutionised 
trade and, through innovations in 
accountancy and other services, still 
influences how trade is conducted 
today. We tend to think of things like 
the international division of labour and 
outsourcing of commercial services as 
modern developments. But by 1200, 
the great Italian trading families had 
developed their businesses to such an 
extent that specialisation in commercial 
services became the most efficient 
way to negotiate and manage deals. 
The merchants themselves no longer 
travelled with their goods, but relied 
on agents and transporters to carry 
out these tasks. They also developed 
new bookkeeping methods, and by 
the middle of the 14th century also had 
insurance contracts. 

Demand for consumer goods–
essentially luxury items like silk or tea 
from the Orient–did not just stimulate 
trade. Urban centres began to flourish 

too, and local industry started to 
produce both luxury goods for the well-
off and more mundane objects for the 
rapidly increasing urban population. 
This meant that demand for raw 
materials also grew, as did demand for 
food for town dwellers. The Silk Road 
is the most well-known of the pre-
industrial trade routes. But cereals, salt, 
spices, wine and many other products 
that urban populations couldn’t 
produce themselves, also started to be 
traded in significant quantities. 
Trade helped to disseminate not 
only physical goods but also new 
ways of doing things, organisational 
innovations as we’d say now, and new 
knowledge of how to make things, 
or technology diffusion. The pace of 
change was still slow, and it would 
take a few centuries before industrial 
capitalism would overthrow the 
medieval socio-economic organisation 
based on hereditary landowning and 
agricultural wealth. 

Extract from International Trade: Free, 
Fair and Open, OECD Insights series, 
197 pages, Paris 2009.

Visit www.oecd.org/trade
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Globalisation and the resilience of a city

INVESTMENT, TRADE & GLOBALISATION

Wolfgang Michalski, Author and Former Director at the OECD

Globalisation has always been a process 
of far-reaching and often unexpected 
change, as well as geographical shifts in 
power, and this is reflected in the rise and 
fall of great cities. What lessons can we 
draw for the future? 

Today, more than ever before, the world 
is characterised by increasingly fast 
and deep transformations, boundless 
interconnectedness and pervasive 
interdependencies. The consequences 
are unprecedented levels of complexity, 
growing uncertainty and widespread lack 
of confidence in the future. The only real 
constant seems to be continual change. But 
importantly, as in the past, this incessant 
moving and globalising world does not 
only bring new risks and threats, but also 
promises a whole range of new opportunities.

To be winners in this relentlessly 
transforming environment, there is little 
option other than to accept the challenges 
change brings, become fully involved in 
shaping change and, where this is not 
possible, be flexible and innovative enough 
to adapt to new circumstances. From a 
policymakers perspective, this applies to 

countries and regions, as well as to cities.
Globalisation is not a phenomenon of 
modern times. Applying the term to the 
relevant world economy at any time results 
in the possible distinction of at least six 
different phases of globalisation over the 
past two to three thousand years. First, 
an early period which–in an Eurocentric 
view–covers the whole time span from the 
golden age of Athens, under the leadership 
of Pedicles in the 5th century BC, to the end 
of the Roman Empire after the 4th century 
AD. Second, the period of the heyday of 
Venice in the Mediterranean region as well 
as of the Hanseatic League in North and 
North-Western Europe in the late Middle 
Ages. Third, the early colonial age starting 
with the voyages of discovery of Portuguese 
and Spanish and ending with the maritime 
dominance of the Dutch. 

Fourth, globalisation on a world-wide scale 
with intense intra-European rivalries and 
the incessant geopolitical, economic and 
military rise of England from the middle of 
the 18th century. Fifth, the first half of the 
20th century with the globalisation of war 
and between the two World Wars an illusory 
boom in the 1920s as well as the Great 
Depression in the early 1930s. And sixth 
and finally, the period at the end of which 
we may possibly find ourselves now, namely 
globalisation as an American led offensive 
towards economic growth and prosperity, 
at least for those regions of the world which 
became for whatever reasons an integral 
part of it.

Each of these six phases of the 
globalisation process is characterised by a 
considerable widening and deepening of 
international exchanges, greater economic 
interdependency and a growing breadth, 
intensity and complexity regarding the 
political economic and social implications. 
In addition, all six phases have been marked 
by distinct shifts in the economic and 
financial centres of the world economy.

In the ancient world it was Athens and then 
Rome which held the dominant position 
in the world economy of their time. About 
700 years later the heydays of the North 

Italian city-republics began. Once Venice 
had asserted itself against Genoa in 1380, 
the lagoon city was the economic centre of 
the Mediterranean area and became by far 
the richest city in the then relevant world. 
In contrast to the hegemonistic model of 
the South, the developments around the 
Baltic and the North Sea evolved towards 
a multipolar configuration of which the 
core group included about 60 cities, with 
Lübeck, Hamburg and Bruges among the 
most important. 

The successful exploration activities of 
the Portuguese and the Spaniards in the 
15th and 16th century not only resulted 
in expanding the reach of European 
influence and trade to the Americas and 
Asia, but also in shifting the geographic 
gravity of international economic relations 
from the Mediterranean and the Baltic 
Seas to the Atlantic. The Flemish port of 
Antwerp then became the economic and 
financial hotspot of the world economy for 
some 60 years until it was displaced for a 
brief time by Genoa. But from the middle 
of the 17th century the hub of the world 
economy –in economic and financial 
terms–shifted to Amsterdam.

If the 17th century could be called the Dutch 
century, the 19th century was England’s. 
Its maritime superiority, its industrial 
and technological leadership and its huge 
possessions overseas made Great Britain 
the first superpower of the modern times, 
with London the new centre of the world 
economy. But by the First World War and 
even more so during the Second that centre 
shifted again, with New York trumping 
London at the helm. The United States 
would dominate global finance but also the 
industrial sector. As a consequence, this 
formerly highly protectionist country now 
felt strong enough to push for a new world 
economic order, based on free multilateral 
trade and an international monetary system 
anchored in the US dollar. 

The extent of participation in the 
globalisation process and the distribution of 
related benefits and costs have always been 
uneven. Looking through history, it 
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appears that dynamic and innovative cities, 
particularly trading ports and financial 
centres, always benefited more than the 
countryside. As regards cities, but also with 
respect to countries and regions, it is always 
the same patterns which distinguish the 
winners and the losers. 

The winners are normally characterised 
by stable governmental and administrative 
structures, a reliable legal and regulatory 
framework, high economic and social 
dynamics, a well educated and disciplined 
work force, a more or less stable currency, 
and in the case of a hegemonic country by 
political and military power. In addition 
to these general patterns, there is always a 
set of specific economic and social policies 
which enhance economic growth and wealth 
creation. These include liberal settlement 
and immigration policies, support of 
universities and research institutes, and 
last but not least, a creative, intellectual and 
culturally rich environment.

As regards the losers, apart from war and 
tribal disputes, the most common reasons 
for decline or lagging behind include one 
or several of these: a corrupt government; 
a society that perceives change as a threat 
rather than an opportunity; economic and 
societal rigidities which hamper adapting 
to political, economic or technological 
change; domestic policies which do not take 
sufficient account of international economic 
interdependencies; a pursuit of policies 
which have been successful in the past, but 
are no longer adequate; inadequate physical 
and social infrastructure; low educational 
and health standards; and last but not least, a 
major financial crisis or serious social unrest.

Athens never recovered from the 
Peloponnesian Wars. On top of problems at 
its borders, Rome fell because of inadequate 
governance, wide-spread corruption and 
social unrest. Venice, even before it suffered 
from war, declined economically due to over-
regulation of both the spice trade and textile 
production and by ignoring international 
economic interdependencies. Lübeck and 
Antwerp lost out because they did not adapt 
to changing economic and technological 

circumstances. Genoa and Amsterdam 
illustrate the disastrous impact of a sequence 
of several severe financial crises. 

London is one of the very few cities in the 
world that has benefited from globalisation 
over the centuries. But its influence has 
weakened after two World Wars and the 
loss of geopolitical and military weight 
together with the end of the British Empire, 
in which society had become increasingly 
rigid and conservative. Nowadays, as regards 

New York, the question is whether after the 
most recent global economic and financial 
crisis–the third this city has generated, after 
1857 and 1930–ongoing shifts in world 
economic power structures will one day end 
its dominance. 

Another perhaps less celebrated example of 
a city that has constantly thrived by taking 
advantage of the globalisation process for 
around one thousand years is Hamburg, 
today a veritable cutting-edge motor of 
Germany’s economic success. Hamburg 
has served as a trading hub at the crossroads 
between the North Sea and the Baltic Sea 
region for a millennium. Around 1320 
it became the centre of European beer 
production, and its exports went to Russia, 
the Netherlands, England and even Portugal. 
It then dominated European textile trade and 
became a gateway to Central and Eastern 
Europe. In the 17th century it emerged as the 
hotspot of the European sugar industry, and 
by the late 19th century the city had become 
the leading trade and financial centre on the 
European continent and the third biggest sea 
port in the world after London and New York. 

Today, Hamburg is the most important non-
capital city in the European Union and the 
wider European Economic Area, in terms 
of both population and GDP. And despite 
the loss of shipbuilding and the oil industry, 
it is still the number one industrial city and 

Globalisation is not a phenomenon of 
modern times, and it is always the same 
patterns which distinguish the winners 
and the losers

trading centre in Northern Europe, including 
Germany. In terms of economic activity, it 
is the world’s third most important location 
for the production and maintenance of civil 
aircraft. Alongside Rotterdam it operates 
one of the two leading European container 
ports. It is the home of Europe’s biggest 
copper smelter and a leader in new energy 
technologies. And despite all this industrial 
activity, the city remains a pleasant place to 
live, winning high scores in lifestyle rankings. 

Hamburg offers four lessons for 
policymakers everywhere. First, it shows  
that even a secondary place with no 
geopolitical and military power can 
be a major, long-term, beneficiary of 
the globalisation process. Second, it 
demonstrates how important permanent 
change in economic and social structures 
is to being a winner in globalisation. 
Third, it illustrates that lasting success 
in the globalised world requires a set of 
policies which–apart from providing a 
general economic and social climate that is 
conducive to creative investment and risk-
taking–embrace international openness and 
competition. And finally, there is the clear 
message that policymakers can succeed in 
making market processes compatible with 
overriding political goals without durably 
impeding the functioning of markets and 
entrepreneurial activity. 

We live in unsettling times, and past 
trends are proving to be a far less reliable 
guide than they used to be for charting a 
course of action. Adopting familiar game 
plans, reinforcing standard procedures 
and implementing strategies that were so 
successful in the good old days of the second 
half of the 20th century no longer guarantee 
viable solutions. 

Reference 
Michalski, Wolfgang (2011), Capitalising on Change in  
a Globalising World: A View from Hamburg,  
Murmann-Verlag, Hamburg.
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The euro area has been at the centre 
of the global financial storms for two 
years. Some serious observers have 
begun to question whether the euro 
area will survive these currents. The 
recently published OECD Economic 
Survey of the Euro Area shows how 
Europe’s bold experiment in economic 
integration can be made to work.

Today’s sovereign debt crisis in the euro 
area has been building up for more than 
a decade. Within the monetary union, 
the “one size fits all” interest rate could 
not stabilise the very different individual 
economies. Some countries were enjoying 
fast catch-up growth—in some cases at 
spectacular rates—and opening up their 
financial markets. Other economies were 
growing only slowly. Germany, which 
represents around a quarter of euro area 
GDP, was digesting the ending of the 
post-unification construction boom and 
undertaking major reforms. It exported 
and invested abroad, and built up savings 

Making the euro area work

SPOTLIGHT: THE EURO

Sebastian Barnes, OECD Economics Department

at home. This dichotomy between slow 
and fast growing countries, and between 
savers and borrowers, led to large economic 
imbalances: the average current account 
from 2002 to 2007 was more than 5% of 
GDP in absolute terms, a huge number by 
the norms of previous decades.

The scale of the pre-crisis imbalances was 
the result of much more than just the “one 
size fits all” monetary policy. One problem 
was that national governments too often 
failed to keep their side of the bargain in 
joining the monetary union. Yet, without 

domestic monetary policy—handled by the 
European Central Bank—it is much more 
important for other policies to be set right at 
the national level. Instead, some countries 
ran budget deficits during years when the 
economy was overheating—so-called pro-
cyclical fiscal policies—and did not provide 

enough budget room for manoeuvre for the 
downturn. More importantly, a country in 
a monetary union needs to be flexible and 
to make sure that wages keep in line with 
productivity. Necessary reforms to market 
regulation and labour institutions, which 
the OECD and others repeatedly called for, 
were simply not made in too many cases. 

Excessive risk-taking, lax lending conditions 
and weakness in financial regulation added 
to a credit binge and a build-up of debt as 
capital flowed to fast-growing countries. 
Without monetary union, exchange rates or 
interest rates could have adjusted, but not 
under a single currency. With real interest 
rates too low in countries like Ireland and 
Spain, there was a run up in private debt 
and huge housing booms. Bank lending 
from countries with high savings, such 
as Germany and France, was channelled 
into what quickly became overheating 
economies. At the same time, in the 
euphoria, financial markets mispriced 
sovereign debt, lending to Greece at an 
interest rate not much higher than that on 
German government debt. But despite the 
apparent success of convergence, monetary 
union concealed structural fault lines, which 
became starkly apparent after the financial 
crisis struck in 2008.

Euro area countries are now paying a 
high price for these mistakes through the 
sovereign debt crisis. Growth stalled and 
the euro area is now likely to underperform 
other major economies. Debtor countries 
have been the hardest hit. Greece, Ireland, 
Portugal and Spain, though each with quite 
different characteristics, have experienced 
sharp falls in activity and unemployment 
is at very high levels—as high as 50% 
for young Spanish people for instance. 
Excessive lending and borrowing in the 
private sector has provoked financial 
crises and made a large hole in the public 
finances. In the case of Ireland, the 
government debt-to-GDP ratio rose from 
very low levels to well above 100% of GDP 
in just a few years as the deficit widened 
and the government stepped into support 
the financial sector, the government itself 
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learn the lessons of the crisis
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requiring financial assistance from the EU 
and IMF. Rebalancing euro area economies 
and restoring growth will be a difficult task 
that will last for many years. 

To get out of this crisis, Europe needs to 
act in the short term so that the underlying 
excessive build-up of imbalances and 
debt can be resolved. That means putting 
in place a credible “firewall” against the 
sovereign debt crisis and supporting 
demand as much as possible. At the same 
time, the public finances need to be put 
back on track and banks’ balance sheets 
need to be cleaned up and strengthened. 
More importantly, ambitious structural 
reforms are needed to boost growth 
prospects, improve debt sustainability 
and strengthen the cohesion of the whole 
euro area. The clear lesson from the first 
decade of monetary union is that major 
changes are needed to make monetary 
union work as it was intended. Economic 
and financial policies need to be much 
more effective than they were over the past 
decade in creating sustainable growth and 
financial stability.

The crisis has spurred European and other 
international policymakers into action. 
Substantial changes are being made to 
learn the lessons of the crisis, both at 
European level and in individual countries. 
Many of these changes would have seemed 
unimaginable before the crisis. A good 
example is the euro area’s European 
Stability Mechanism (ESM) coming into 
operation from July 2012 as a permanent 
crisis management fund. With a capacity 
to lend up to €500 billion (around 5% of 
euro area GDP), it is a firewall needed to 
help make sure that solvent countries can 
finance themselves even if markets turn 
against them. 

Rules governing the euro area are stronger 
as the result of a wide-ranging legislative 
package, the so-called “six pack” covering 
fiscal and macroeconomic issues, and a new 
Treaty around the “fiscal compact” designed 
to keep national budgets in good shape. 
These initiatives should make sure that 
there is more surveillance of the build-up 

of imbalances in the future, including in 
private debt, and put pressure on countries 
to respond. But the main focus is on 
strengthening fiscal institutions both at EU 
and at national level. This is needed to make 
sure that fiscal management improves, 
as well as to ensure that the new rescue 
funds do not weaken budgetary discipline. 
With major new measures in place, the 

key challenge now is implementation. The 
past cycle of failure of countries—and that 
includes France and Germany—fully to 
apply the rules has to be broken.

The weak financial oversight that fuelled 
the imbalances is being tackled too. 
Europe is taking part in the international 
overhaul of its regulatory architecture. It 
has taken steps to improve cross-border 
oversight, creating upgraded authorities 
to co-ordinate supervision of banking, 
insurance and securities markets across the 
EU. There is a now a European Systemic 
Risk Board to look at macro-prudential 
risks. However, little progress has been 
made in some crucial areas. The close 
relationship between domestic banks and 
their governments has proven risky during 
the crisis. The lack of effective resolution 

mechanisms for banks, particularly across 
borders, if they get into trouble, needs to be 
addressed as a priority.

Ultimately, the best protection against 
any recurrence of the current crisis is to 
make Europe’s economies and financial 
system fundamentally more sound. Better 
surveillance and supervision can only do so 
much against an economy that is prone to 
instability. To become more stable within 
the euro area, national economies need to 
become more adaptable. Labour institutions 
have to ensure that wages stay in line with 
productivity. Tax incentives that encourage 
property bubbles need to be removed and 
planning laws reviewed. The banking 
system needs to become more integrated 
and diversified.

The euro area can be made to work 
economically. European policymakers  
have taken some important steps, but more 
time and effort will be needed to weather 
the sovereign debt crisis and ensure that 
excessive imbalances do not build up again 
in the future. Monetary union can work 
but more bold political decisions will have 
to be taken.
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The euro: A strategic choice

SPOTLIGHT: THE EURO

Jan Vincent Rostowski, Minister of Finance, Poland 

Poland is not yet a member of the 
euro area, though is watching the euro 
situation with close interest. 

From Poland’s perspective, there are two 
major issues: first, the crisis in the euro 
area, its causes, effects and implications for 
sustainable growth; and second, the impact 
of the euro crisis for Poland and for the 
prospects of euro adoption.

While the global economy shows signs 
of gradual improvement, the recovery 
remains fragile and exposed to risks related 
to the euro crisis. The roots of the euro’s 
problems are both policy-related and more 
fundamental, related to the architecture of 
the monetary union. 

An expansionary fiscal policy, mispriced 
risk, weak prudential policies and 
frameworks were instrumental in the 
accumulation of excessive private and 
public sector debt in several euro area 
countries before 2008. These economies 
now exhibit substantial fiscal weakness in 
the form of large fiscal deficits and/or of 
debt burdens or both. Fiscal weakness has 
contributed to the spread of stress across 
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European banking systems due to their 
high exposure to sovereign default risk. 
There are also fundamental, structural 
and institutional weaknesses. A number 
of countries–mainly the so-called 
“peripherial” economies–are structurally 
exposed to external deficits due to 
persistent deterioration of their relative 
competitiveness. The feasibility of goods 
and factor markets remains problematic, 
and therefore necessary reallocation of 
resources–with more emphasis on export-
oriented industries–is hampered.

Policymakers have already made progress 
in addressing the crisis, at both national 
and euro area level. Countries receiving 
financial assistance are implementing 
macroeconomic adjustment programmes, 
in particular fiscal consolidation. The 
financial capacity of the EFSF (European 
Financial Stability Facility) has been 
expanded and the implementation of the 
ESM (European Stability Mechanism) has 
been advanced. Generally, the lending 
capacity of the IMF has been increased. 

Crucial steps have also been made to 
improve the EU-wide financial supervision 
and ensure the capital strength of banks. 
The bold reaction of the ECB, particularly 
the LTRO (long-term refinancing 
operations), including non-standard 
measures, has been vital for containing the 
crisis and preventing further contagion.

Timing issue
However, a number of underlying 
fundamental problems remain to be 
addressed. The major challenge for the 
euro area is twofold. First, ensuring the 
integrity of the euro area is vital. The risk 
of a catastrophic disintegration of the 
euro must be taken off the table. Until 
it is, we cannot expect the private sector 
to invest and unless the private sector 
invests growth will not recover. Second, 
economic growth, which is the only 
long-term solution to overcome excessive 

indebtedness, must be restored. 
Euro adoption is a strategic choice for 
Poland. However, before we define 
the timeframe for euro adoption, the 
situation in the euro area must stabilise. 
We are well aware that the euro has 
the potential to bring significant gains 
in terms of growth, trade, investment 
and, ultimately, standards of living to 
Poland. Such gains, however, require 
both adequate preparation for the 
changeover and an active use of economic 
policy to minimise the risk of increased 
volatility that may result from the loss 
of an independent monetary policy. The 
crisis and the new economic governance 
framework (“six-pack” and “twin-pack”) 
imply serious shifts in the relative 
importance of costs and benefits for 
future euro area entrants. 

Due to sound macroeconomic policy, 
as well as a sound financial sector, 
Poland has avoided a boom based upon 
excessive indebtedness. Poland has been 
the only EU economy to avoid recession 
during the crisis. Well-tuned fiscal 
policy responses and early structural 
adjustment, together with an independent 
monetary policy and a floating exchange 
rate regime, have been instrumental in 
Poland’s weathering the crisis without 
recession. It is at present one of the 
first countries in the EU to experience a 
decline in its debt/GDP ratio, from an 
already relatively low level. Domestic 
policy and structural measures have 
been well assisted by the Flexible Credit 
Line from the IMF, and keep Poland’s 
economy resilient to external shocks. 

Poland contributes to strengthening 
of global financial safety nets through 
a bilateral loan to the IMF and 
considerable participation in the New 
Arrangements to Borrow. Domestically, 
the major challenge for policymakers 
remains further improvement of public 
finances, including reduction the general 
government deficit to below zero in 2016.

Visit www.mf.gov.pl 

Ensuring the integrity of the euro 
area is vital
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Is the euro crisis over?
Thomas Mayer, Chief Economist, Deutsche Bank

The new euro architecture that is to 
come into effect from July still suffers 
from shortcomings, and problem 
countries have yet to prove that they 
can survive within the euro, says 
Thomas Mayer. 

Changes in sentiment could not have 
been more dramatic. In November 2011, 
politicians and investors feared financial 
meltdown in Europe as markets seemed 
likely to shut down ahead of an imminent 
record issuance by euro area sovereign and 
bank borrowers in the first quarter of 2012. 
Four months and a trillion euro European 
Central Bank (ECB) liquidity injection later, 
the same people bristled with confidence 
and chased risky assets again. Has the euro 
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crisis really turned the corner, and can we 
now look forward to quieter times ahead? 
The answer is probably no. 

To be sure, we have come a long way in 
developing a better institutional framework 
for economic and monetary union (EMU). 
When the Greek government was cut 

off from capital markets in early 2010 
policymakers in the euro area were caught 
completely unprepared and had to develop 

crisis management techniques and 
mechanisms on the go. Two years on we 
are about to complete a new framework 
for fiscal policy co-ordination and 
surveillance as well as a permanent crisis 
management mechanism.

But doubts remain as to whether the 
new regime will really be effective 
when it comes to crisis prevention and 
management. Why should countries that 
flouted the requirements of the Stability 
and Growth Pact in the past respect the 
constraints imposed on them by the new 
system of pacts—the so-called “six-pack”—
and the new intergovernmental fiscal treaty 
in the future?

The experience of the last two years has 
shown that market pressure is the most 
effective enforcer of fiscal discipline and 
structural reform
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The experience of the last two years has 
shown that market pressure is the most 
effective enforcer of fiscal discipline and 
structural reform. Yet the new governance 
regime gives markets virtually no role 
to this effect. On the contrary, debt 
restructuring in the case of Greece is 
dubbed exceptional and unique instead of 
being held up as a precedent for treating 
an over-indebted and insolvent country.

It remains unclear where the permanent 
crisis management body, the European 
Stability Mechanism (ESM), is to obtain its 
funds to fight a financial crisis when this 
very crisis is causing all capital markets for 
all borrowers to seize up. A lack of trust in 
the proper functioning of European Union 
(EU) institutions seems to have prevented 
the only sensible solution, that of creating 
a European monetary fund which, like the 
International Monetary Fund (IMF), would 
have had access to central bank credit 

as a measure of last resort in a financial 
emergency. Because of this omission, the 
ESM will remain incomplete and have to 
rely on the IMF as a final backstop in times 
of crisis. Europe can only hope that the 
other shareholders of the IMF will tolerate 
such a systematic role of this institution in 
the architecture of the EMU.

The euro area economy is expected to be 
in recession this year as countries try to 
shrink their excessive fiscal and external 
current account deficits. Recovery from 
recession will only be possible when 
they manage to increase their exports 
and reduce both domestic demand 
and imports. Experience with past 
crises suggests that this will require a 
depreciation of the real exchange rate. In a 
currency union, where nominal exchange 
rate realignments are out of the question, 
this is only possible through changes in 
relative prices. However, despite recession, 
the levels of real effective exchange rates 
(based on relative unit labour costs) in 

Greece, Italy, Portugal and Spain were 
recently still above their respective levels 
at EMU entry (ranging from +28% in the 
case of Italy to +5% in Portugal). Only 
Ireland has so far managed a drop in 
its real exchange rate to below its EMU 
entry level (by some 12%). Hence, most 
of the “problem” countries will have to 
see their unit labour costs fall further. 
This will probably require nominal wage 
cuts as productivity is depressed by the 
ongoing economic contraction. Whether 
the most troubled country, Greece, which 
has already experienced three years of 
recession with a drop in real GDP by 13%, 
will be able to stabilise its economy within 
the EMU, remains to be seen.

It would be a grave mistake to think that 
the euro crisis is over: key issues still need 
to be resolved. Most importantly, countries 
presently undergoing external and internal 
adjustment programmes need to return 
to growth. If they are unable to do so, and 
if they are small enough not to cause a 
break-up of the euro, they will possibly 
have to leave the EMU. Large countries 
unable to adjust could not leave the EMU 
without destroying it, and would force the 
ECB to run an inflationary monetary policy, 
which would drag the euro exchange 
rate down. This would probably trigger a 
discussion of euro exit in other countries 
with a preference for a hard currency. 
Finally, the new fiscal policy framework 
and crisis management mechanism will 
probably fail their first serious test and 
will need to be developed further. As a 
result, unless the economic crisis suddenly 
lifts, the uncertainty about the long-term 
survival of the euro will probably be with 
us for the foreseeable future. The euro will 
most likely not disappear, but its country 
coverage could change and its nature could 
mutate from a hard to a soft currency. 
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European leaders should shift their 
focus from austerity to growth, not 
least to fight unemployment, says 
the ETUC, which urges a Social 
Progress Protocol to be attached to the 
European treaties.

The received wisdom in Europe today is 
that austerity and budget discipline are 
the way out of the deep crisis that Europe 
faces. Cutting pay and social welfare, 
attacking bargaining mechanisms and 
making employment contracts ultra-
flexible: that is the current paradigm, the 
Berlin-Brussels consensus, offered as the 
way forward and enshrined in the Fiscal 
Compact agreed by most EU governments 
last January.

This solution is not working and will 
not work. It stifles growth and blocks 
job creation. We can no longer ignore its 
disastrous social consequences and the 
subsequent rise of nationalism in many 
European countries, which brings into 
question our solidarity-based values. We 
need to change the narrative.

The OECD and the International 
Labour Organisation say that austerity 
without growth is a dangerous dead-
end. International Monetary Fund (IMF) 
managing director Christine Lagarde 
has expressed concerns on behalf of the 
organisation. Even credit rating agencies 
have joined in the chorus.

Now the need for growth is being voiced 
increasingly in Europe. Mario Draghi, 

president of the European Central Bank 
(ECB), has suggested complementing 
the “Fiscal Compact” with a “Growth 
Compact”, and Herman Van Rompuy, 
president of the European Council has sent 
a letter to the heads of state encouraging 
them to foster growth. Angela Merkel is 
also calling for growth. We even hear that 
a “Marshall Plan for Europe” is under 
discussion, though Berlin denies it.

The reality is that concrete proposals 
commensurate with the disaster before 
us are missing, in stark contrast to the 
sharp minutiae of the fiscal plans now on 
the table. The ETUC is for sound budgets, 
but the fiscal compact calls for a balancing 
social contract. We can now hope for a 
major step change, impulsed by the new 
French president. 

Towards growth and a “social contract” for Europe
Bernadette Ségol, Secretary General of the European Trade Union Confederation (ETUC)
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On 18 April the European Commission 
issued an employment package:  
“Towards a jobs-rich recovery”.  
While the proposals rightly put the focus 
on the daunting challenge of tackling high 
and persistent unemployment, there are 
major reservations about their ability to 
deliver. Unemployment is hitting a new 
record. Youth unemployment is endemic; 
it affects nearly half of young Spanish 
people. Poverty is increasing and 8% of 
Europe’s active population now faces 
extreme poverty. In this dire situation, the 
response offered by European leaders is 

to tighten the screws. The Fiscal Compact, 
enshrined in an international treaty setting 
budgetary discipline in stone, backed by 
sanctions, does not respond to mounting 
problems with employment and job 
insecurity. The treaty only addresses these 
challenges in accounting terms, without 
any political vision. 

Inequality is growing. Social movements 
are emerging to protest against injustice 
and insecurity. Social justice must be the 
top priority on all political agendas at both 
national and European level. If European 
leaders drop this priority to focus on 
austerity measures alone, particularly in 
countries that are already in difficulty, 
we should not be surprised if poverty 
levels increase and if inequality leads to 
social and political instability. Europe’s 
trade unions are advocating a social and 
democratic Europe, not the budgetary, 
financial and technocratic Europe that has 
been presented. The recession will make 
an already poor social situation even worse.

The existing framework for European 
economic governance consists of the 
European semester, the Euro Plus Pact and 
the “six pack”. Thanks in large part to the 
efforts of European trade unions and their 
members, the “six pack” that came into 
force last year includes a clause stipulating 
that national systems of collective 
bargaining must be fully respected. A 
similar notion appears in passing in the 

international treaty, but whether it is just is 
open to doubt.

The crisis is also used as a pretext to 
tell us that a drop in pay would free up 
competitiveness and boost the economy, 
leading to a win-win situation. However, 
the ETUC believes that wages are a driver 
of economic growth rather than a barrier 
to it. If the rules of economic governance 
focus on wages and working conditions 
as factors for competitive adjustment, 
countries will compete in terms of wages, 
working conditions and, more broadly, 
social spending. And workers again 
shoulder the burden.

The European social model safeguards 
social cohesion. It was developed as part 
of a social understanding that emerged in 
western European nations out of the ashes 
of the Second World War and covers public 
services, social protection and collective 
bargaining. But now neo-liberal forces are 
using the crisis to bring the social model 
into question. For them, social protection 
and decent wages hinder economic 
recovery and the very foundations of 
a model of cohesion and solidarity are 
anathema.

Undermining social cohesion means 
weakening political stability too. Social 
exclusion and uncertain futures pave the 
way for populists who advocate national 
self-sufficiency as a cure for all ills. The 
rise of the extreme right in Europe should 
give us cause for concern. European 
leaders and all defenders of deregulation 
must take this rampant phenomenon into 
account because some measures, such as 
austerity, feed into it.

There are alternatives. The European 
Union needs an economic union with a 
strong social dimension. What we need 
is a real recovery plan for employment 
and lasting growth. We want Europe to 
sign a social contract, not just a fiscal 
pact. Europe needs investments for a 
sustainable, green economy. This should 
include investments in the transport and 
energy sectors. Europe needs an industrial 
policy that invests in leading edge sectors 
and the sectors of the future.

The ECB must have a clearer mandate 
and should aim to promote price stability, 
full employment and the convergence 
of financial conditions among member 
states. The ECB should be required to act 
as a “lender and buyer of last resort” for 
sovereign debt, which should be partially 
pooled through euro-bonds.

There should be a wage safeguard clause, 
imposing full respect for the autonomy of 
social partners to bargain collectively and 
preventing the fiscal pact from interfering 
with wages, collective bargaining systems, 
collective action and unionisation.

We need provisions to safeguard growth: 
the exclusion of public investments 
that support potential growth from the 
“balanced budget rule”; protection of the 
public revenue sector through a financial 
transactions tax, by committing to tackle 
tax evasion, fraud and competition; and 
a structural role for European social 
dialogue to avoid a blind implementation 
of rigid economic rules that could harm 
the economy.

A Social Progress Protocol must be 
attached to the European treaties to 
guarantee the respect of fundamental 
social rights. The ETUC is advocating 
a “social contract” for Europe. Such a 
contract would prioritise investments in 
support of a sustainable economy, quality 
jobs and social justice, while combating 
inequality. 
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Wages are a driver of economic growth 
rather than a barrier to it
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Look out, not in
Hans Martens, Chief Executive, European Policy Centre

The crisis-induced trend towards inward-
looking policies poses great dangers for 
Europe. 
 
When the financial and economic crises 
steamrolled through the Western world, 
many warnings were issued against 
reverting to protectionism. These warnings 
were needed, because history shows that 
the gut reaction to economic problems 
has often been to close borders to foreign 
competition. So far, the warnings have 
worked–at least among the political leaders 
in Europe. 

But that does not mean that protectionist 
ideas are not flourishing in some sections 
of public opinion, in our political parties or 
among sections of civil society. 

Some people see globalisation as a threat. 
They focus on production or jobs lost 
to other parts of the world and tend to 
disregard any positive effects, like a better 
and cheaper supply of goods, the export 
markets, or the influx of new ideas, new 
technology or even new medicines. Among 
economists there is no real argument: 
the benefits of openness to globalisation 
outweigh the disadvantages by far. 

Much depends on the ability and 
willingness to change, because to fully 
benefit from globalisation, national 
economies must constantly adapt. Such 
change can only be achieved if businesses 
and labour markets are sufficiently flexible 
and if flexibility is accepted as a good 
thing. This comes more easily if social 
systems are designed to support such 
change. Because some industries will lose 
out and new ones will rise, it is important 
to improve Europe’s social systems in a 

manner that allows change while at the 
same time offering the affected workers 
the support they need, either in training or 
by way of a safety net. 

But openness to globalisation obviously 
means more than just trade. It means 
openness to investment, people and 
ideas. Foreign investments often give 
rise to concerns like fear of foreigners 
taking over national assets and moving 
decision-making out of the country. Fears 
of an influx of people from other parts of 
the world can lead to similar cries about 
“taking our jobs”. Cultural, even racist, 
arguments are used. 

Take the US, where we have seen “made 
in America” campaigns taking off, and 
several rather emotional discussions about 
foreigners taking over national assets. Yet 
the US is widely considered to be more 
economically liberal than Europe and also 
more open to international trade. However, 
Europe is by no means free of similar 
emotive ideas, and xenophobic and anti-
globalisation movements now influence 
the political agendas even of some 
mainstream parties. This trend has no 
doubt been influenced and strengthened 
by the economic crisis. 

Nationalistic parties, particularly in 
Northern European countries such as 
the Netherlands, Austria, Finland and 
Denmark, are now becoming increasingly 
anti-European, though France’s National 
Front is not exactly pro-European. Pressure 
from these parties has not made policy 
action against the crisis any easier either. 
It has also signalled possible future 
problems, as solidarity between European 
nations is being challenged. This vanishing 
solidarity and increased nationalism is 
undoubtedly one of the main problems 
facing not only the euro, but the EU 
project as a whole, and one that carries 
catastrophic risks for Europe’s future.

More inward-looking attitudes would 
have several consequences for Europe’s 
prosperity and ability to innovate. And 
those attitudes affect our outward relations 
too, such as with Turkey, whose increasing 
role as a regional power in the Middle East 

would be a boon for Europe. Also, inward-
looking attitudes would mean a smaller 
influx of new talent and ideas from other 
parts of the world. 

California’s openness to other cultures  
and global ideas is often cited as one of  
the main contributing factors to its  
success as a centre of innovation. Should 
Europe choose the opposite course,  
the consequences would be substantial. 
Europe’s businesses need inspiration  
from global markets, and not just to  
buy and sell. Competitiveness, new skills 
and innovation will not come from  
looking inwards.

Openness is also the way to influence 
global rule-setting. It is clear that 
maintaining unfair labour standards, 
breaking copyright rules and operating 
under poor environmental standards are 
unacceptable practices that hurt European 

business and lend justification to criticisms 
of globalisation. But for the playing field to 
be levelled, Europe must be out there, and 
fully involved.

The crisis in Europe has no doubt led 
many people to become more inward-
looking. In times of austerity, there is less 
to share with others. Although Europe has 
made good progress in terms of economic 
governance and austerity measures, our 
leaders must make much more progress in 
leading Europe back on to a growth path. 

This has to be the main priority now: the 
present grim situation, with so many dark 
clouds hanging over the future, and in 
particular damaging the prospects of huge 
numbers of unemployed people (especially 
among younger generations), carries 
enormous political risk. It also offers  
fertile ground for populist politicians, 
whose advice–to look inwards instead of 
out–is quite the opposite to what Europe 
really needs. 

Visit www.epc.eu

Openness to globalisation obviously 
means more than just trade
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How do you open markets world wide, 
to the benefit of European consumers, 
companies and jobs? Europe’s answer to 
that question is equally short: we lead by 
example. We are the world’s largest single 
market, and our foreign trade policy is 
actively focused on further liberalising 
trade through both multilateral and 
bilateral negotiations. But what happens 
if others don’t follow our example? What 
incentives do our partners have to open 
their markets to our businesses when their 
own businesses have full access to ours? 
As negotiators, that’s a question to which 
there are no short and simple answers.

Take public procurement, a sector of 
major economic importance. In the EU, 
purchases by government correspond to 
around 19% of GDP and companies whose 
business directly depends on procurement 
represent over 30 million jobs. It is also a 
booming sector in emerging economies 
and one in which European companies are 
very competitive.

The European public procurement sector 
is the most open in the world. Outside 
contractors are able, welcome even, to 
compete on our market, subject to the 
same conditions as European companies. 
Between the EU’s 27 member states 
procurement markets are also liberalised. 
And rightly so: this has driven down  
prices, increased the competitiveness of 
our companies and offered more value  
for money to authorities and tax payers 
across Europe.

EU public procurement 
Opening markets by example, and if that doesn’t work…
Karel De Gucht, EU Trade Commissioner and Michel Barnier, 
EU Commissioner responsible for internal market and services 

And yet, we are far ahead of other 
countries in this approach. Other 
economies, though they enjoy access to 
the EU market, are far more reluctant to 
open their own markets to the EU. While 
some 352 billion euros of European public 
procurement is included in the WTO 
agreement on government procurement 
(GPA) and therefore open to bidders 
from member countries of the GPA, the 
value of American procurement offered to 
foreign bidders is just 178 billion euros, 
for Japan that figure is only 27 billion. 
China and India have not yet committed 
any part of their fast growing procurement 
markets and currently, EU business wins 
only a fraction of the Chinese and Indian 
procurement contracts.

Whatever the overall economic merits and 
flaws of this situation, this is increasingly 
hard to explain to our businesses, who 
see foreign competitors actively engaging 
on our markets while they are barred 
from doing the same elsewhere.This 
undermines the legitimacy of our open 
markets. It hampers the pro-active trade 
policy we want to pursue. At the end of last 
year, the EU was at the forefront of efforts 
to renegotiate the WTO Government 
Procurement Agreement. We were happy 
to come to a new deal among the 15 WTO 
members that are party to the agreement 
to improve the disciplines for this key 
sector of the economy and expand the 
market access coverage with up to 100 
billion euros a year. There can be no doubt 
about our free market credentials. But we 
cannot accept that imbalances grow ever 
larger between those that push for market 
opening and those that refuse to do so to.

For that reason, we have devised an 
instrument that will, if approved by 
EU Member States and the European 
Parliament, allow us to tackle imbalances 
in international public procurement 
markets. Through this procedure, 
contracting authorities in Member States 
may exclude bidders for large contracts 
who use goods and services mainly 
originating in a non-EU country that 
upholds a high degree of closedness of 
their procurement markets. They will 
need a green light from the European 

Commission to do so, which will only 
be given if these goods and services 
are not subject to any agreement the 
EU has signed up to, or part of serious 
negotiations on such an agreement.

And we have built in a threshold below 
which third country bidders cannot 
be discriminated against so that the 
new regime puts pressure on foreign 
companies and governments without 
leading to unnecessary bureaucracy. 
In case of serious and repeated 
discrimination, the Commission may 
start consultations with the government 
in question and, if that government 
continues to bar European companies 
from its market, the Commission may 
close a certain sector of the procurement 
market of the EU as a whole. Naturally, 
if the EU has taken a legal commitment 
to the third country in the WTO GPA 
or a free trade agreement to keep its 
market open, it will fully honour its 
commitments.

The measure is designed to be used as a 
carrot, rather than as a stick, but we should 
not be afraid to brandish it if need be. In 
this way we are confident to strengthen 
our negotiating position when discussing 
access to third country public procurement 
markets. Only in this way can we make 
foreign companies aware that they cannot 
continue to enjoy the benefits and the 
opportunities offered by our open markets 
while their home governments continue to 
close theirs. Our proposal will also clarify 
the rules of access to the EU’s public 
procurement market, and in doing so bring 
more legal certainty for both international 
suppliers and public entities that need 
goods or services. It will confirm that the 
EU market is basically open, and that we 
want to keep it that way.

But the door of free trade has to open both 
ways—otherwise public demands to shut it 
altogether will gather strength.

References
WTO Agreement on Governement Procurement 
available at www.wto.org
www.oecd.org/trade
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Learn languages and… expand your own being 
(among a few other things)

Brittany, 1689. Voltaire describes how 
a trilingual Huron arrives on board 
a ship and is invited to supper by the 
town worthies. When asked which of 
his three languages he prefers, the man 
picks Huron. “Is it possible?” cried Miss 
Kerkabon. “I always thought French was 
the first of all languages, after Lower 
Breton.” “The company speculated a 
little on the multiplicity of languages; 
and all agreed that had it not been for the 
unfortunate affair of the Tower of Babel, all 
the world would have spoken French.”

Following in Voltaire’s footsteps, Dave 
Barry stated in 1991 that: “Americans who 
travel abroad for the first time are often 
shocked to discover that, despite all the 
progress that has been made in the last 30 
years, many foreign people still speak in 
foreign languages”.

Beyond the satires about universal 
ethnocentrism lies an essential issue. 
What is at stake when we learn non-native 
languages and why should we bother 
to learn languages at all? Languages in a 
Global World: Learning for Better Cultural 
Understanding (which cites the above) 
explores these issues. This bulky OECD 
publication is the fruit of close co operation 
with Harvard University Graduate School 
of Education where the man behind the 
project, our OECD colleague Bruno della 
Chiesa, also works.

The scope of the book is breathtaking: it 
explores language learning all across the 
globe, in countries ranging from Canada to 
Tanzania and from France to Kazakhstan. 

It goes well beyond (applied) linguistics 
to deal with history, sociology, ethnology, 
psychology, neuroscience, music, 
philosophy and ethics. For those who think 
that OECD publications are dull, think 
again. This book is witty, irreverent—and 
thought provoking.

Why do we learn other languages? In our 
globalised world, learning languages is 
more crucial than ever. In fact it’s vital. 
For a job-seeker, mastering only one 
language could be a drawback. Writing in 
The Guardian, Will Hutton points out that 
“in the UK, the unemployment rate for 
language graduates is extremely low. The 
labour market values them. The economy 
needs more people who can speak 
foreign languages. This is a valuable skill, 
whether you’re part of the global scientific 
community or the world trade system.”

At the country level, mastering languages 
can also become a competitive advantage. 
Look at Canada for example. Its 
multicultural and bilingual policies seem 
to give the country a competitive edge.

The world’s seven billion people speak 
about six thousand languages—there are 
over 30 times as many languages as there 
are states—and speaking more than one 
language is quite normal, with around 
two-thirds of the world’s children raised 
as bilingual speakers. Yet, some countries 
tend to be more monolingual than others. 
Why is that? Could this possibly turn into 
a competitive disadvantage, even when the 
country’s language is today’s lingua franca, 
English? Could it be that power (both in its 
present and past—colonial—form) lures 
nations into believing that they (still) don’t 
need to speak foreign languages?

English is spoken as a first language by 
only 7% of the world’s inhabitants. It 
replaced Latin as the international tongue 
with the rise of the British Empire and US 
economic expansion. Could it be overtaken 
in turn by the language of today’s 
emerging economic powerhouse, China?

By examining what is at stake in language 
learning, Languages in a Global World goes 
to the heart of what is often the subject 
of intense ideological debate. Language 

is inseparable from cultural identity. Our 
motivation to learn languages is driven by 
values and beliefs.

Is one’s national identity soluble in foreign 
languages and cultures? The good (or bad?) 
thing about language learning is that it 
brings awareness—of oneself, of the other, 
local and global awareness. You may study 
the world in your native language (only). 
Or you may live it, think it and feel it as 
people who speak other languages do. 
The real thing. The music of Shakespeare, 
Cervantes, Rimbaud, Musil etc. As Goethe 
said, “those who do not know other 
languages know nothing of their own”.

We can only understand the importance, 
richness and specificity of language and 
culture if we are familiar with other 
languages and cultures. Lorca’s amazing 
“duende” sounds more miraculous in 
Spanish than in any other language. And 
some (culturally resonant) words lose 
something when they are translated: 
“accountability”, “gobbledygook”, “tartle” 
(Scottish), “saudade” (Portuguese), “laïcité” 
(French), “Torschlusspanik” (German), 
“hyggelig” (Danish), “mamihlapinatapei” 
(Yagan, Tierra del Fuego), “Iktsuarpok” 
(Inuit).

Learning languages unveils new worlds. 
We not only learn how to speak but 
also how to relate to people in brand 
new cultural contexts—at subtle levels 
of perception, cognition and emotion. 
This gives a new perception of one’s 
self, of one’s identity and culture. “If you 
don’t have another language, you are 
condemned to occupy the same positions, 
the same phrases all your life. It’s harder 
to outwit yourself, harder to doubt yourself 
in just one language. It’s harder to play” as 
Michael Hofmann argues.
Learning languages helps us expand our 
own being and be in tune with the world, 
or to put it another way, to truly address 
the other. In that respect, Languages in a 
Global World is reminiscent of Levinas’ 
philosophy of responsibility and ethics: 
our response to another’s face is language. 
It is the beginning of intelligibility and 
understanding. Language as an ethical 
commitment.

Please cite this publication as:

Della Chiesa, B., J. Scott and C. Hinton (eds.) (2012), Languages in a Global World: Learning for Better Cultural 
Understanding, OECD Publishing.
http://dx.doi.org/10.1787/9789264123557-en

This work is published on the OECD iLibrary, which gathers all OECD books, periodicals and statistical databases. 
Visit www.oecd-ilibrary.org, and do not hesitate to contact us for more information.
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Could peace only be a few languages 
away? Language learning and global 
understanding go hand in hand. By not 
speaking other languages, we isolate and 
impoverish ourselves–economically and 
humanly. We lose a precious opportunity 
of becoming open and curious, receptive 
and creative. We don’t fulfil our potential 
and just shut up. “Drawing on my fine 
command of the (…) language, I said 
nothing.” As Robert Benchley said. 
Anne-Lise Prigent
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Japan: Remembering and rebuilding

“Making Green Growth Deliver” was the theme 
of the 2012 OECD Environment Ministers 
Meeting held on 29-30 March. The Republic of 
Korea chaired, with Czech Republic, Israel, the 
European Commission, Sweden and the UK as 
vice-chairs. Ministers or their representatives 
participated from all OECD countries and 
the EU, Brazil, China, Colombia, Indonesia, 
South Africa, Russian Federation, as well as 
representatives from business, environmental 
NGOs, trade unions and from the World Bank, 
UNEP, UNDESA, UNECE, WHO, WTO  
and GGGI. 

The meeting took a critical look at the progress 
made in environmental policy. Though major 
advances had been made and innovative policies 
taken, the main objectives of the “OECD 
Environmental Strategy for the first Decade of 

the 21st Century” had not been achieved, the 
chair’s summary notes. More systematic change 
was required, not least because the cost of “not 
acting to avoid environmental degradation were 
potentially colossal.”

Attention was given to ways of better connecting 
environment policy to science, and though the 
need for science-based policymaking and further 
investment in science was noted, ministers also 
recognised the importance of not waiting for 
absolute scientific certainty before acting. Policy 
had strong impact when combined with robust 
economic analysis, they noted, while recognising 
the importance of political leadership. 

The OECD Environmental Outlook to 2050: 
An Urgent Call for Green Growth Policies was 
discussed, and ministers noted that it was 
crucial to gain a better understanding of the 
nexus between the four issues covered in the 

report–climate change, biodiversity, water, health 
impacts from pollution. 

The role of cities in environmental governance 
was discussed, for instance, in relation to 
reducing greenhouse gas emissions. 
Attention turned to Rio+20, marking 20 years 
since the first Earth Summit in the Brazilian 
city in 1992. Ministers agreed that the OECD 
had a lot to offer, such as the Green Growth 
Strategy and well-being indicators; OECD 
countries and the Russian Federation adopted 
a policy statement from the March meeting to 
the Rio+20 Conference, with other countries 
welcome to sign on later. 

The full chair’s summary of the 2012 OECD Environment 
Ministers Meeting is available at www.oecd.org/
environment

On 11 March one year ago, an earthquake 
of magnitude 9.0 struck eastern Japan. The 
earthquake was followed by a huge tsunami 
and a nuclear accident. All these incidents 
combined resulted in an unprecedented 
disaster leaving more than 19,000 people 
dead or missing and a very large material 
damage.

Recovery from the combined devastation of this 
magnitude is not an easy task, and we are still 
struggling. But, the people of Japan have shown 
great solidarity and unity in a time of difficulty. 
Even those who most suffered remained civil 
and orderly. People from other regions rushed 
to the affected areas to provide help. 

We have also been reassured by the quick 
and warm response from the international 
community that showed its solidarity with 
Japan. Support came from all over the world. 
I myself received a number of heartfelt 
messages from fellow ambassadors and from 
the secretary-general, as well as from people 
I met on Parisian streets. Members of the 
OECD secretariat donated a large sum of 
money to the affected people in Japan. I will 
not forget them. 

Now, I would like to share with you some 
aspects of Japan’s recovery and the current 
situation. First, the affected areas are firmly 
on their way to recovery. Most parts of Japan 

have returned to normal. There are no major 
obstacles hindering tourists, foreign students 
and business people from visiting, studying 
and working in Japan. 

Second, on the nuclear accident, last 
December, the government of Japan 
announced that reactors at the Fukushima 
Daiichi Nuclear Power Station were 
brought to a condition equivalent to a “cold 
shutdown.” The accident in the station has 
thus been settled. There remain, however, 
many challenges, such as decontamination, 
health management, compensation and 
decommission of the reactors. They are  
being treated with the utmost importance  
and urgency. 

Third, on the energy policy, following the 
nuclear accident, Japan is reviewing its 
energy policies, including nuclear, in a 
comprehensive manner. 

My government intends to formulate a new 
energy strategy by this summer. Japan faces 
energy constraints, but this challenge can be 
an opportunity to be innovative.

From remarks delivered by Ambassador Yoshikawa at 
a special Great East Japan Earthquake Memorial Event, 
OECD Conference Centre, 14 March 2012

Green growth focus
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Motohide Yoshikawa, Ambassador and Permanent Representative of Japan to the OECD
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New ambassadors
17 January  Michael Forbes took up his 
duties as new ambassador for Ireland, 
replacing Paul Murray. 

16 January  Maria Francesca Spatolisano 
took up her duties as new ambassador for 
the European Union, replacing Laurence 
Argimon-Pistre.

Combating global headwinds: The OECD 
perspective

9 March 2012
Remarks delivered at the Chicago Council on 
Global Affairs Corporate Program, Chicago, 
United States.

4th OECD roundtable of Mayors and Ministers 

8 March 2012
Opening remarks delivered in Chicago, United 
States. 
The OECD Gender Browser: A benchmark for 
gender equality
8 March 2012
Remarks delivered in Chicago, United States. 

Development Centre’s 50th anniversary 

1 March 2012
Remarks delivered at the high-level meeting, 
Paris, France. 
 
Global economic prospects and rethinking 
global challenges

29 February 2012
Keynote address delivered at the Emerging 
Markets Network Quarterly Meeting, Paris, 
France. 

Going for Growth 2012: Structural reforms can 
make the difference

24 February 2012 
Remarks delivered in Mexico City, Mexico. 

Agriculture in a global context

22 February 2012
Opening remarks delivered at “Les Échos & 
Passion Céréales Conference”, Paris, France. 

11th Global Forum on Competition

16 February 2012
Opening remarks delivered in Paris, France.

Revitalising the Japanese economy:  
The way forward

24 April 2012
Remarks delivered at a seminar organised by 
the Research Institute of Economy, Trade and 
Industry (RIETI), Tokyo, Japan.
 
G20: Understanding global value chains

19 April 2012
Remarks delivered at the G20 Trade ministers 
meeting, Puerto Vallarta, Mexico.

Making green growth deliver

29 March 2012
Opening remarks delivered at the meeting 
of the Environment Policy Committee at 
Ministerial level, Paris, France. 

Towards a stronger and greener Polish economy

28 March 2012
Remarks delivered at the launch of the 2012 
OECD Economic Survey of Poland, Warsaw, 
Poland.

The unfinished business of making Europe work

27 March 2012
Remarks delivered at the launch of the OECD 
Economic Surveys of the Euro Area and the 
European Union, Brussels, Belgium.

Going for growth and balance in Europe

26 March 2012
Remarks delivered to the Committee on 
Economic and Monetary Affairs of the 
European Parliament, Brussels, Belgium. 

China Development Forum: Meeting with 
business leaders

20 March 2012
Remarks delivered at the European and 
American Chambers of Commerce lunch 
event, Beijing, People’s Republic of China.

Inequality

19 March 2012
Remarks delivered at the Chinese Academy 
of Governance, Beijing, People’s Republic of 
China. 
Promoting technological innovation for new 
sources of growth

18 March 2012
Remarks delivered at the China Development 
Forum, Beijing, People’s Republic of China. 

China Development Forum

17 March 2012
Remarks delivered at the China Development 
Forum Economic Summit, Beijing, People’s 
Republic of China. 

A better global governance: What is at stake? 
The OECD perspective

16 March 2012
Remarks delivered at the China Institute of 
International Studies (CIIS), Beijing, People’s 
Republic of China. 

An amazing come-back: Working together for a 
strong recovery and sustainable growth in Japan

14 March 2012
Opening remarks delivered at the Memorial 
Event for the Great East Japan Earthquake, 
Paris, France. 

Good governance and sustainable financing: A 
strong nexus to address

13 March 2012
Opening remarks delivered at the 6th World 
Water Forum for the Multi-stakeholders Panel, 
Marseille, France. 

Water: Meeting the reform challenge

13 March 2012
Introductory remarks delivered for the launch 
of the publication Water: Meeting the Reform 
Challenge, Marseille, France. 

The green growth challenge: No nature, no 
water, no growth

12 March 2012
Keynote speech delivered at the 6th World Water 
Forum, Marseille, France. 

For a complete list of speeches 
and statements, including those in 
French and other languages, go to  
www.oecd.org/speeches

Recent speeches by Angel Gurría
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Calendar highlights
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 comprehensive list, see the OECD website at 
www.oecd.org/media/upcoming, which is updated regularly.

APRIL

12-13 What Works, conference on 
Internationalisation for Job Creation and 
Economic Growth, organised by the 
Directorate for Education and the State 
University of New York. New York City, NY, 
USA. 

19 Financing SMEs and Entrepreneurs: An 
OECD Scoreboard, book launch. 

19-21 Measuring Well-Being and Fostering the 
Progress of Societies, conference organised 
in collaboration with the High Commission 
of Planning of Morocco (HCP), the OECD 
Statistics Directorate, PARIS21, the African 
Development Bank (AfDB) and the United 
Nations Economic Commission for Africa 
(UNECA). Rabat, Morocco.

24-26 18th Africa Partnership Forum.

25-26 IMF/OECD/World Bank Bond Forum. 
Washington DC, USA. 

MAY

2-4 Seamless Transport: Making Connections, 
high-level International Transport Forum 
summit. Leipzig, Germany. 

8 Presentation of the Latin American 
Economic Outlook 2012, in collaboration 
with the China Academy for Social Sciences 
(CASS). Beijing, People’s Republic of China.

10-11 Financial Education Challenges Ahead: 
Turning Policy Guidance into Efficient 
Practices, conference organised by the 
OECD with the support of the Russian/World 
Bank/OECD Trust Fund, and the Spanish 
Ministry of Economy and Competitiveness. 
Madrid, Spain.

15-22 G8 summit. 

16-18 G20 Labour Ministerial. 

22-23 OECD Week: OECD Forum 2012. 

23-24 OECD Week: OECD Ministerial Council 
Meeting.

25 4th International Economic Forum on Latin 
America and the Caribbean, co-organised 
by the OECD Development Centre with the 
Inter-American Development Bank and the 
French government. Paris, France.

JUNE

11-14 Annual Forum of the Americas. Montreal, 
Canada. 

14-15 Corporate Governance for Process 
Safety: How good leadership can drive 
improvements in process safety, conference 
organised by the Environment Directorate. 

 14-15 Tax and Crime: A whole government 
approach to fighting illicit financial flows, 
second annual forum organised by the 
Centre for Tax Policy and Administration. 
Rome, Italy.

18-19 G20 Summit. Los Cabos, Mexico.

18-20 Enhancing the Competitiveness of 
Universities through Educational Facilities, 
conference co-organised by the Centre for 
Effective Learning Environments and the 
Korean Educational Development Institute. 
Seoul, Korea.

20-22 United Nations Conference on Sustainable 
Development, Rio+20. Rio de Janeiro, Brazil.

26-28 European Framework for Measuring 
Progress, conference co-organised by 
the OECD, the Italian National Institute of 
Statistics (Istat) and Statistics Netherlands 
(CBS) in collaboration with Eurostat and the 
European Statistical System.

27-29 6th OECD Forum on African Public Debt 
Management. Midrand, South Africa

AUGUST

5-11 International Youth Nuclear Congress 
IYNC2012, co-sponsored by the Nuclear 
Energy Agency. Charlotte, North Carolina, 
USA.

SEPTEMBER

2-7 Radiation Shielding (ICRS-12), 12th 
international conference organised by the 
American Nuclear Society and the Atomic 
Energy Society of Japan, co-sponsored by 
the Nuclear Energy Agency. Nara, Japan. 

17-19 Attaining and Sustaining Mass Higher 
Education: Towards the equitable 
development of higher education. 

24-26 Innovative Approaches to Turn Statistics 
into Knowledge, seminar co-organised 
by the Statistics Directorate and Statistics 
Korea. Seoul, Korea.

OCTOBER

8-9 Global Forum on Responsible Business 
Conduct, organised by the Directorate for 
Financial and Enterprise Affairs. 

12-14 International Monetary Fund/World Bank 
Annual Meetings. Japan.

16-17 Global Economic Symposium. Rio de 
Janeiro, Brazil.

16-19 4th OECD World Forum on Statistics, 
Knowledge, and Policies: Measuring 
well-being and fostering the progress of 
societies. New Delhi, India.
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The demographic 
transition to 
fewer babies 
and longer lives 
took a century in 
Europe and North 
America. In Asia, 
this transition 
will often take 
place in a single 
generation. 

But many of Asia’s retirement-income 
systems are ill-prepared for the rapid 
population ageing that will occur over the 
next two decades. Asia’s pension systems 
need modernising urgently to ensure 
that they are financially sustainable and 
provide adequate retirement incomes.

Pensions at a Glance Asia/Pacific reveals 
that an ageing Asia needs to face up to 
its pension problems and needs to do so 
soon. In economies such as China,  
Viet Nam and Pakistan, pension levels 

Education begins 
at home. The first 
simple word a 
parent speaks to 
an infant opens 
the world of 
language to the 
child and sets the 
child on the path 
of exploration and 
discovery. But when 

formal schooling begins, many parents 
believe they should curtail their role as 
educators. They should think again, for not 
only is education a shared responsibility, 
but new findings from PISA, the OECD’s 
worldwide comparative survey of educational 
ability among 15 year-olds, show that parental 
involvement in education is pivotal for the 
success of children throughout their school 
years and beyond.

Let’s Read Them a Story! The Parent Factor 
in Education not only documents PISA 

results and analysis, it also offers parents, 
educators and policy makers practical 
suggestions on how to improve parental 
involvement and describes the kinds of 
activities that are most strongly associated 
with better reading performance. For 
instance, it is more beneficial to very young 
children if their parents read books to them 
rather than play with alphabet toys together. 
Reading shows children the importance 
of putting words in context in a way that 
playing with isolated letters does not. 

Discussing political and social issues as well 
as films and books with adolescent children 
is also found to be strongly associated with 
better reading proficiency. These kinds of 
discussions, which can take place during 
the family meal for instance, allow children 
to develop informed opinions and improve 
their critical thinking. Children may also 
find that they enjoy reading more when 
they have parents who want to hear about 
what they have just read. 

Often, student performance simply reflects 
a family’s socio-economic background 
and the resources available to it. But the 
report shows that even among families 
with similar socio-economic backgrounds, 
reading books to young children is 
still strongly related to better reading 
performance at age 15. The report also 
highlights innovative programmes, such as 
the successful All of Poland Reads to Kids 
Foundation, which has now been adapted as 
the All of Europe Reads to Kids programme.

Let’s Read Them a Story! The Parent Factor 
in Education provides a wealth of examples 
of such programmes that promote effective 
forms of parental involvement and successful 
partnerships between parents and schools 
from around the world. Most important, it 
shows parents that it’s never too early—and 
never too late—to get involved in their child’s 
education. Visit www.oecd.org/pisa

ISBN 978-92-64-17619-5

are high relative to earnings. Meanwhile, 
early retirement ages, especially for 
women, provide additional financial 
pressure. These systems are unlikely to 
prove sustainable as populations age and 
retirement-income provision matures.

Yet pensions systems in many Asia-Pacific 
economies will most likely fail to deliver a 
secure income in old age. For one thing, 
coverage of formal pension systems is 
relatively low and withdrawal of savings 
before retirement is very common. 
Frequently, pension savings are taken 
as lump sums, meaning that the risk 
of people outliving their resources is 
significant. Also, payments are not 
automatically adjusted to reflect changes 
in the cost of living.

Asia-Pacific countries not in the OECD 
are generally much younger than OECD 
countries. Around 16% of the total 
population is currently aged over 65 in 

Ageing Asia

Story time 

the OECD Asia-Pacific and other major 
developed economies, compared to 
only 6% in non-OECD Asia-Pacific. But 
through mid-century, this figure will 
increase twice as fast, growing from 6% 
to 17% on average, boosting pressure on 
pension systems.

Asia must face these pension problems to 
deliver secure, sustainable and adequate 
retirement incomes for today’s workers. 
Asia’s ageing will reach its most rapid 
pace between 2010 and 2030. Given 
the long lag in pension-policy planning, 
there is now a narrow window for many 
Asian economies to avoid future pension 
problems and repeating many of the 
mistakes made in Europe and North 
America. But policy makers should act 
soon, or it could be too late.  
Visit www.oecd.org/pensions

ISBN 978-92-64-10699-4
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OECD Economic 
Outlook, Volume 
2011 Issue 2 

The OECD 
Economic Outlook 
is the OECD’s 
twice-yearly 
analysis of the 
major economic 
trends and 

prospects for the next two years. In  
these turbulent economic times,  
the OECD Economic Outlook provides 
critical information on the evolution of 
the world economy.
ISBN 978-92-64-09249-5, December 2011, 292 pages
€98  $137  £88  ¥12 700

Economic Policy 
Reforms 2012: 
Going for Growth

Going for Growth 
is the OECD’s 
annual report 
highlighting 
developments in 
structural policies 
in OECD countries. 

It identifies structural reform priorities to 
boost real income for each OECD country 
and key emerging economies.
ISBN 978-92-64-16825-1, March 2012, 220 pages
€35  $49  £31  ¥4 500

Divided We Stand: 
Why Inequality 
Keeps Rising

This book 
examines to which 
extent economic 
globalisation, 
skill-biased 
technological 
progress and 

institutional and regulatory reforms  
have had an impact on the distribution  
of earnings.
ISBN 978-92-64-11163-9, January 2012, 388 pages
€75  $105  £67  ¥9 700

African Economic Outlook 2012: 
Promoting Youth Employment

This year’s African Economic Outlook 
reviews recent economic, social and 
political developments and the short-term 
likely evolution of Africa. It includes a 
special focus on youth employment.
ISBN 978-92-64-17609-6, May 2012, 253 pages
€50  $70  £45  ¥6 500

Southeast Asian 
Economic Outlook 
2011/2012

This edition of the 
Southeast Asian 
Economic Outlook 
examines the 
macroeconomic 
situation and 
medium-term 

growth prospects for countries in the 
region; structural challenges; green growth 
strategies, policies and institutions; and 
environmental taxes.
ISBN 978-92-64-16686-8, February 2012, 220 pages
€40  $56  £36  ¥5 200

Latin American 
Economic 
Outlook 2012: 
Transforming 
the State for 
Development

Latin America’s 
solid economic 
performance since 
2003 has created 

the possibility of transforming the state for 
development. This year’s Latin American 
Economic Outlook examines the reform of 
the state in this context and recommends 
that Latin American states act now to 
deliver better services.
ISBN 978-92-64-12170-6, February 2012, 164 pages
€60  $84  £54  ¥7 800

OECD 
Environmental 
Outlook to 
2050: The 
Consequences  
of Inaction

Based on joint 
modelling by the 
OECD and the 
PBL Netherlands 

Environmental Assessment Agency, this 
book looks forward to the year 2050 to 
find out what demographic and economic 
trends might mean for the environment.
ISBN 978-92-64-12216-1, March 2012, 350 pages
€80  $112  £72  ¥10 400

Sick on the 
Job? Myths and 
Realities about 
Mental Health  
and Work

This report aims 
to identify the 
knowledge gaps 
and begin to 
narrow them by 
reviewing evidence 

on the main challenges and barriers to 
better integrating people with mental 
illness in the world of work.
ISBN 978-92-64-12451-6, February 2012, 212 pages
€50  $70  £45  ¥6 500

How’s Life? 
Measuring  
Well-Being

This book paints 
a comprehensive 
picture of well-
being in OECD 
countries and 
other major 
economies, 

by looking at people’s material living 
conditions and quality of life across  
the population.
ISBN 978-92-64-11161-5, October 2011, 284 pages
€35  $49  £31  ¥4 500

Recent bestsellers

BOOKS

OECD iLibrary
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New publications
National Accounts at a Glance 2011 
ISBN 978-92-64-12498-1, February 2012, 129 pages
€35  $49  £31  ¥4 500

AGRICULTURE

Water Quality and 
Agriculture: Meeting 
the Policy Challenge
ISBN 978-92-64-16805-3, 
March 2012, 156 pages
€35  $49  £31  ¥4 500

Improving Agricultural Knowledge and 
Innovation Systems:  
OECD Conference Proceedings
ISBN 978-92-64-16743-8, March 2012, 372 pages
€120  $168  £108  ¥15 600

Farmer Behaviour, Agricultural 
Management and Climate Change 
ISBN 978-92-64-16764-3, April 2012, 83 pages
€24  $33  £21  ¥3 100

DEVELOPMENT

OECD Insights
From Aid to Development: The Global 
Fight against Poverty
ISBN 978-92-64-11152-3, March 2012, 130 pages
€15  $19  £10  ¥2 000

Agricultural Policies for Poverty Reduction 
ISBN 978-92-64-16863-3, March 2012, 192 pages
€50  $70  £45  ¥6 500

Strategic Environmental Assessment in 
Development Practice:  
A Review of Recent Experience
ISBN 978-92-64-16673-8, March 2012, 124 pages
€36  $50  £32  ¥4 600

International Drivers of Corruption:  
A Tool for Analysis
ISBN 978-92-64-16750-6, March 2012, 108 pages
€30  $42  £27  ¥3 900

Agricultural Policies for Poverty Reduction: 
A Synthesis
ISBN 978-92-64-16767-4, March 2012, 72 pages
€24  $33  £21  ¥3 100

ECONOMY

OECD Economic Surveys: Chile 2012 
ISBN 978-92-64-12720-3, January 2012, 124 pages
€61  $86  £54  ¥7 200

OECD Economic Surveys: Denmark 2012 
ISBN 978-92-64-12678-7, January 2012, 98 pages
€61  $86  £54  ¥7 200

OECD Economic Surveys:  
European Union 2012 
ISBN 978-92-64-12733-3, March 2012, 81 pages
€61  $86  £54  ¥7 200

OECD Economic Surveys: Euro Area 2012 
ISBN 978-92-64-12760-9, March 2012, 81 pages
€61  $86  £54  ¥7 200

OECD Economic Surveys: Finland 2012 
ISBN 978-92-64-12722-7, February 2012, 118 pages
€61  $86  £54  ¥7 200

OECD Economic 
Surveys:  
Germany 2012 
ISBN 978-92-64-12706-7, 
March 2012, 118 pages
€61  $86  £54  ¥7 200

OECD Economic Surveys: Hungary 2012 
ISBN 978-92-64-12726-5, March 2012, 152 pages
€61  $86  £54  ¥7 200

OECD Economic Surveys: Korea 2012 
ISBN 978-92-64-12783-8, April 2012, 150 pages
€61  $86  £54  ¥7 200

OECD Economic Surveys: Norway 2012 
ISBN 978-92-64-12724-1, March 2012, 102 pages
€61  $86  £54  ¥7 200

OECD Economic Surveys: Poland 2012 
ISBN 978-92-64-12728-9, March 2012, 123 pages
€61  $86  £54  ¥7 200

OECD Economic Surveys: Switzerland 2011 
ISBN 978-92-64-09431-4,  January 2012, 100 pages
€58  $81  £52  ¥7 500

Greening Development: Enhancing 
Capacity for Environmental Management 
and Governance
ISBN 978-92-64-16788-9, February 2012, 100 pages
€28  $39  £25  ¥3 600

Global Security Risks and West Africa: 
Development Challenges
ISBN 978-92-64-11066-3, March 2012, 136 pages
€35  $49  £31  ¥4 500

International Support to Post-Conflict 
Transition: Rethinking Policy, Changing 
Practice
ISBN 978-92-64-16831-2, April 2012, 87 pages
€24  $33  £21  ¥3 100

EDUCATION

The Experience 
of New Teachers: 
Results from TALIS 
2008
ISBN 978-92-64-12094-5, 
March 2012, 100 pages
€30  $42  £27  ¥3 900

Starting Strong III: A Quality Toolbox for 
Early Childhood Education and Care
ISBN 978-92-64-12325-0, January 2012, 372 pages
€65  $91  £58  ¥8 400

Literacy, Numeracy 
and Problem Solving 
in Technology-Rich 
Environments: 
Framework for the 
OECD Survey of Adult 
Skills
ISBN 978-92-64-12880-4 , 
March 2012, 80 pages
€30  $42  £27  ¥3 900

Strong Performers and Successful Reformers  
in Education
Education Policy Advice for Greece 
ISBN 978-92-64-11957-4, January 2012, 112 pages
€30  $42  £27  ¥3 900

BOOKS

OECD iLibrary
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Energy Policies of IEA Countries:  
Denmark 2011 
ISBN 978-92-64-09820-6, March 2012, 162 pages
€75  $105  £67  ¥9 700

Energy Policies of IEA Countries: Slovak 
Republic 2012
ISBN 978-92-64-09824-4, February 2012, 150 pages
€75  $105  £67  ¥9 700

ENVIRONMENT

Meeting the Water 
Reform Challenge 
ISBN 978-92-64-16999-9, 
March 2012, 172 pages
€48  $67  £43  ¥6 200

Mortality Risk Valuation in Environment, 
Health and Transport Policies 
ISBN 978-92-64-13076-0, February 2012, 140 pages
€42  $58  £37  ¥5 400

OECD Environmental Performance 
Reviews: Germany 2012 
ISBN 978-92-64-16929-6, May-2012, 158 pages
€50  $70  £45  ¥6 500

FINANCE AND INVESTMENT

OECD Sovereign 
Borrowing  
Outlook 2012 
ISBN 978-92-64-16912-8, 
March 2012, 88 pages
€25  $35  £22  ¥3 200

Financing High-Growth Firms:  
The Role of Angel Investors
ISBN 978-92-64-11877-5, January 2012, 156 pages
€30  $42  £27  ¥3 900

OECD Investment Policy Reviews: 
Colombia 2012 
ISBN 978-92-64-16772-8, April 2012, 150 pages
€35  $49  £31  ¥4 500

OECD Investment Policy Reviews: 
Kazakhstan 2012 
ISBN 978-92-64-09768-1, April 2012, 140 pages
€30  $42  £27  ¥3 900

OECD Investment Policy Reviews:  
Zambia 2012 
ISBN 978-92-64-16904-3, March 2012, 135 pages
€40  $56  £36  ¥5 200

Related Party Transactions and Minority 
Shareholder Rights
ISBN 978-92-64-09825-1, May 2012, 112 pages
€27  $37  £24  ¥3 500

Towards New Arrangements for State 
Ownership in the Middle East and North 
Africa
ISBN 978-92-64-11090-8, March 2012, 175 pages
€35  $49  £31  ¥4 500

Stocktaking of Business Integrity and 
Anti-Bribery Legislation, Policies and 
Practices in Twenty African Countries
ISBN 978-92-64-16952-4 , May 2012, 170 pages
€45  $63  £40  ¥5 800

Better Regulation in Europe: Italy 2012
ISBN 978-92-64-16996-8, April 2012, 128 pages
€30  $42  £27  ¥3 900

GOVERNANCE

OECD Fiscal Federalism Studies
Reforming Fiscal Federalism and Local 
Government: Beyond the Zero-Sum Game
ISBN 978-92-64-09841-1, February 2012, 136 pages
€40  $56  £36  ¥5 200

OECD Fiscal Federalism Studies
Institutional and Financial Relations 
across Levels of Government 
ISBN 978-92-64-16689-9, March 2012, 157 pages
€45  $63  £40  ¥5 800

Measuring Regulatory Performance:  
A Practitioner’s Guide to  
Perception Surveys
ISBN 978-92-64-16714-8, January 2012, 88 pages
€24  $33  £21  ¥3 100

Strong Performers and Successful Reformers  
in Education
Lessons from PISA for Japan 
ISBN 978-92-64-11851-5, March 2012, 210 pages
€60  $84  £54  ¥7 800

Equity and Quality in Education: 
Supporting Disadvantaged Students  
and Schools
ISBN 978-92-64-13084-5, February 2012, 168 pages
€40  $56  £36  ¥5 200

OECD Reviews of Evaluation and Assessment  
in Education
School Evaluation in the Flemish 
Community of Belgium 2011 
ISBN 978-92-64-16804-6, January 2012, 143 pages
€30  $42  £27  ¥3 900

OECD Reviews of Evaluation and 
Assessment in Education:  
Czech Republic 2012 
ISBN 978-92-64-11675-7, February 2012, 162 pages
€30  $42  £27  ¥3 900

OECD Reviews of Evaluation and 
Assessment in Education:  
New Zealand 2011 
ISBN 978-92-64-16867-1, March 2012, 160 pages
€30  $42  £27  ¥3 900

EMPLOYMENT

Recruiting Immigrant Workers:  
Sweden 2011 
ISBN 978-92-64-16720-9, January 2012, 160 pages
€28  $39  £25  ¥3 600

ENERGY

Electricity Security and a Climate-
constrained World 
ISBN 978-92-64- 17552-5, June 2012, 100 pages
€50  $70  £45  ¥6 500

Medium-Term Coal Market Report 2011: 
Market Trends and Projections to 2016
ISBN 978-92-64-16766-7, January 2012, 118 pages
€100  $140  £90  ¥13 000

Inventory of Estimated Budgetary Support 
and Tax Expenditures for Fossil Fuels
ISBN 978-92-64-12872-9, January 2012, 368 pages
€110  $154  £99  ¥14 300

BOOKS
OECD iLibrary
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OECD Integrity Review of Brazil: 
Managing Risks for a Cleaner  
Public Service
ISBN 978-92-64-11931-4, April 2012, 355 pages
€100  $140  £90  ¥13 000

Value for Money in Government: 
Denmark 2011 
ISBN 978-92-64-13070-8, January 2012, 152 pages
€30  $42  £27  ¥3 900

INDUSTRY AND SERVICES

Financing SMEs and Entrepreneurs 2012: 
An OECD Scoreboard
ISBN 978-92-64-02802-9, April 2012, 206 pages
€62  $86  £55  ¥8 000

OECD Studies on Tourism
Food and the Tourism Experience: The 
OECD-Korea Workshop
ISBN 978-92-64-11059-5, March 2012, 176 pages
€45  $63  £40  ¥5 800

NUCLEAR ENERGY

Trends towards Sustainability in the 
Nuclear Fuel Cycle
ISBN 978-92-64-16810-7, January 2012, 184 pages
€50  $70  £45  ¥6 500

SCIENCE AND INFORMATION 
TECHNOLOGY

OECD Handbook on Measuring the  
Space Economy 
ISBN 978-92-64-12180-5, March 2012, 110 pages
€24  $33  £21  ¥3 100

SOCIAL AFFAIRS – MIGRATION – 
HEALTH

The Future of 
Families to 2030 
ISBN 978-92-64-11821-8, 
January 2012, 280 pages
€45  $63  £40  ¥5 800

TAXATION

Dealing Effectively with the Challenges of 
Transfer Pricing 
ISBN 978-92-64-16907-4, February 2012, 106 pages
€24  $33  £21  ¥3 100

Taxing Wages 2011 
ISBN 978-92-64-17327-9, May 2012, 585 pages
€150  $210  £135  ¥19 500

TRADE

OECD Statistics on International Trade in 
Services, Volume 2011 Issue 1:  
Detailed Tables by Service Category
ISBN 978-92-64-17289-0, February 2012, 102 pages
€91  $120  £73  ¥11 700

OECD Statistics on International Trade in 
Services, Volume 2011 Issue 2:  
Detailed Tables by Partner Country
ISBN 978-92-64-17294-4, February 2012, 163 pages
€91  $120  £73  ¥11 700

TRANSPORT

Strategic Transport 
Infrastructure Needs 
to 2030
ISBN 978-92-64-09521-2, 
March 2012, 248 pages
€60  $84  £54  ¥7 800

URBAN, RURAL AND REGIONAL 
DEVELOPMENT

OECD Territorial Reviews: Småland-
Blekinge, Sweden 2012 
ISBN 978-92-64-16949-4, March 2012, 248 pages
€48  $67  £43  ¥6 200

OECD Urban Policy Reviews, Korea 2012 
ISBN 978-92-64-17414-6,  May 2012, 179 pages
€54  $75  £48  ¥7 000
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Could food be the 
recipe to lift 
struggling 
economies out of 
their current rut? 
Food and the Tourism 
Experience does not 
quite make that 
claim, but this book 
nevertheless shows 

how food can be an ingredient in economic 
vitality. This fascinating collection of papers 
gathered for a workshop in Korea in 
December 2010 has now been published: two 
general chapters whet the appetite by 
describing how food contributes to tourism 
and growth, and these are followed by a buffet 
of chapters on Austria, France, Italy, Korea, 
Japan, Latin America, the Nordic countries 
and Spain.

Food, we learn, often comprises 30% or 
more of tourist spending, and much of that 
goes directly to local business. In 2009 some 

59% of foreign tourists cited food as the 
main reason for their visit to Japan, ahead of 
shopping. Japan has a specialised office that 
has been promoting the dissemination of 
Japanese food culture since 2004, and its 
major cities now boast more Michelin star 
restaurants than European ones do. 

Travel and globalisation have made tourists 
more demanding too, and unforgiving of 
destinations that lack a culinary tradition. 
People seek authentic, exotic, and 
sometimes novel experiences in local 
cooking, while food can influence a 
country’s brand image: think wine and 
cheese in France, or kim-chi in Korea, for 
instance, where a food tourism festival was a 
major feature of Visit Korea Year 2010.

Innovation and local creativity nowadays 
characterise the Nordic culinary experience, 
while in Italy, gastronomy has been given 
added zest with the “slow food” movement, 
which promotes local ingredients and 

sustainable food production. Sustainable 
and innovative food also features on 
Austria’s tourist menus, while “fusion” 
menus based on world gastronomy are 
popular in cities like Paris. Or take Latin 
America, where diverse influences ranging 
from Spain, Portugal and Ireland to Africa 
and Asia have fused with a revival in ancient 
Andean cooking to produce a rich heritage. 

Ultimately what tourists want is an entire 
“foodscape”, as Tae Hee Lee puts it in one 
chapter. And for policy makers, Food and the 
Tourism Experience recommends a range of 
ingredients that can make food tourism 
work: authenticity; quality and consistency; 
sustainability; networks; creativity; 
marketing; and R&D. 

Perhaps the source of growth in your 
economy is sitting in the plate right in front 
of you after all. 

ISBN 978-92-64-11059-5

Food for economic thought
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Turkey’s economy
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The OECD is preparing its 
forthcoming Economic Survey of 
Turkey. What issues will be examined? 
We asked the OECD Economics 
Department to outline them. 

Turkey has achieved strong growth in 
terms of GDP and employment and its 
public finances are in comparatively good 
shape. As you prepare your forthcoming 
Economic Survey of Turkey, what factors 
would you say contributed to these 
successes? 

Turkey’s bounce-back from the global 
slowdown has indeed been impressive, 
with a growth rate comparable to China’s 
in 2010-11, at close to 9% per annum. The 
recovery was facilitated by macroeconomic 
policy stimulus but its pace largely reflects 
private sector dynamism, both in the 
Istanbul area and in Anatolia. In the 
process, Turkish firms have managed to 
reorient their exports towards the Middle 
East and other regions where demand 
expands relatively fast or where they have 
a strong comparative advantage. Growth 
has been slowing down quite markedly in 
recent quarters, but remains robust and its 
pace is now more sustainable. 

Reducing the current account deficit has 
been described by the government as a 
priority. What measures are being taken?
 
The external gap approached 10% of 
GDP last year, an uncomfortably high 
level. While this partly reflected a soaring 
energy import bill, it also resulted from 
the erosion of competitiveness Turkey 
experienced until recently, as inflation 
outpaced exchange rate depreciation. A 
number of measures have been taken 
since around mid-2011 to restrain domestic 
demand and reduce the current account 
deficit, including on the prudential side. 
Even if further increases in oil prices have 
masked it somewhat, adjustment is under 
way, albeit gradually. 
 
In the face of high inflation and 
volatile capital flows, the Central Bank 
pursuing what some see as a somewhat 

“unorthodox” monetary policy? How does 
this approach work? 

The Central Bank uses a wide interest 
rate corridor as well as changes in banks’ 
reserve requirements, alongside occasional 
foreign exchange market intervention, 
to try and bring inflation down towards 
its 5% target while limiting exchange 
rate appreciation. We understand the 
motivation but this is a tricky balancing 
act. In recent months, inflation has been 
in double-digit territory. It is important 
to bring it down and to firmly re-anchor 
inflation expectations around a moderate 
level. 
 
What are the other main challenges facing 
the Turkish economy today? 

Living standards in Turkey are improving 
fast but remain far below those enjoyed 
in the leading OECD economies. Strong 
growth in the 2000s helped reduce 
poverty, but going forward, growth needs 
to be more inclusive and greener, building 
on efforts already made in these areas. 

Labour market reform is key, especially 
to encourage the shifting of resources 
from the informal to the formal sector: a 
more flexible labour contract is needed 
and minimum wage setting should be 
decentralised. At the same time, women’s 
labour force participation needs to be 
encouraged, not least by making affordable 
child and elderly care a priority. 

Education of the youth and upskilling of 
the older working age cohorts is equally 
crucial: school enrolment rates have risen 
but there is ample scope to improve quality 
and equity, notably by granting more 
autonomy to schools and universities; 
concomitantly, training efforts for the 
existing labour force need to be stepped up. 

Greater competition in network sectors and 
agriculture will spur economy-wide growth 
and help reduce the external imbalance: in 
particular, the long-planned liberalisation 
of the electricity and natural gas sectors 
needs to be implemented; and support 
to agriculture ought to rest less on price 

support and more on direct transfers. 
Turkey’s per capita carbon footprint is 
low in international comparison but it 
is set to rise fast as economic catch-up 
proceeds, notwithstanding a high share 
of environmentally-related taxes. More 
reliance on market-based economic 
incentives to rein in emissions, and greater 
neutrality across emission sources, are 
called for.

This set of challenges that Turkey needs 
to meet to keep growth on a strong and 
sustainable path will be reviewed in our 
2012 Economic Survey of Turkey.

OECD (forthcoming 2012), OECD 
Economic Surveys: Turkey, Paris.  

Visit www.oecd.org/turkey and 
www.oecd.org/economy

The entire collection of OECD‘s country 
economic surveys has now been made 
accessible online at the OECD i-Library. 
Published regularly since the creation 
of the OECD in 1961, and to mark the 
Organisation’s 50th anniversary, this 
online archive offers a unique historical 
perspective of the economic changes OECD 
countries have undergone since 1961.

Half a century of 
country surveys

BOOKS
OECD iLibrary
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City air
If you are reading this in a big city, the air 
you are breathing may be doing you harm. 
Though over 50% of the world’s population 
now live in urban areas, only 2% of the 
global urban population lives with acceptable 
concentrations of particulate matter, or PM, 
which can cause breathing and respiratory 
diseases, cancer and premature death. 
Children, older persons, and people with 
lung ailments such as asthma or chronic 
lung disease are especially vulnerable to the 
effects of PM.

How can governments respond? In many 
countries, regulatory standards and various 
economic instruments such as taxes and 
tradable permit schemes are being deployed. 
Also, voluntary programmes aimed at 
replacing ovens and heaters and retiring old 
vehicles that are highly polluting have been 
introduced in several countries.

Nevertheless, the OECD Environmental 
Outlook Baseline projects the number of 
premature deaths associated with exposure 
to PM

10
 and PM

2.5
, two especially harmful 

suspended particulates, to increase from 
just over 1 million worldwide in 2000 to 
over 3.5 million in 2050. Most of this 
increase will be in the major emerging 
economies such as Brazil, China and India. 
Overall, the average concentrations in all 
regions are already higher than the WHO 
Air Quality Guideline and this will still be 
the case in 2050. What’s more, population 

growth in urban areas means that the 
percentage of people living in cities with 
concentrations above the highest WHO 
target of 70 μg/m3 will be even higher by 
2050, despite projected air quality 
improvements. 

Pacific sleep
Keeping the wheels of economic progress 
turning in China does not mean giving up 
on sleep. In fact, it might mean getting 
more of it. Sleeping time is essential for 
personal well-being. It is important for 
productivity even if maximising income is 
the final goal. In the Asia-Pacific region 
people seem to have understood this 
relation. Here people spend most of their 
free time–well above half–on “personal 
care”, which primarily means sleeping. 

People in China are the biggest sleepers 
in the Asia-Pacific region, averaging nine 
hours each day. In all countries except 
Korea, people dedicate at least half of their 
free time–or time not dedicated to 
work–to sleeping. Sleep represents more 
than 70% of the total time dedicated to 
personal care, which includes eating. And 
there is no gender discrimination in the 
Asia-Pacific region when it comes to 
sleep. Although women tend to work 

more and consequently have less free 
time than men, they do not let this eat 
into their sleep. In Japan, where the 
gender gap in sleeping time is the largest, 
women sleep only 10 minutes less than 
men. It also seems that neighbours tend 
to have similar sleep patterns. Korea and 

Japan are the two countries where people 
sleep the least, with less than 8 hours  
per day. And Australia and New Zealand 
sleep the same, as do Kazakhstan  
and Kyrgyzstan.

See: www.oecd.org/els/social/indicators/SAG

Urban particulate matters
PM10 concentrations for major cities: Baseline, 2010-2050

Note: 1.The region South Asia excludes India.

Source: OECD Environmental Outlook to 2050

The Chinese sleep the most
Hours spent in sleep per 24 hours

Source: OECD Society at a Glance Asia/Pacific 2011

 http://dx.doi.org/10.1787/888932571532

http://dx.doi.org/10.1787/888932546110 

South Asia1

Africa

China

Indonesia

India

Russia

Brazil

OECD

0  20  40  60  80  100  120  140  160  180  200  220

2010
2030
2050

Ka
za

kh
st

an

Ky
rg

yz
st

an

Ko
re

a

Ja
pa

n

Au
st

ra
lia

Ne
w

 Z
ea

la
nd

In
di

a

Pa
ki

st
an

Ch
in

a

O
EC

D2
8

10

9

8

7

Men Women

See:  
www.oecd.org/environment/outlookto2050

μg/m3

WHO Air Quality Guidelines

DATABANK



DATABANK

% change from: level:

previous
period

current
period

previous
year

same period
last year

DATABANK

Current balance
Unemployment rate
Interest rate

Current balance
Unemployment rate
Interest rate
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Interest rate
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Interest rate
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Interest rate
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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

Current balance
Unemployment rate
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

Current balance
Unemployment rate
Interest rate

Current balance
Unemployment rate
Interest rate

Current balance
Unemployment rate
Interest rate

Current balance
Unemployment rate
Interest rate

Q4-2011 -2.3 -2.4
Q4-2011 5.2 5.1
Q1-2012 4.4 4.9

Q3-2011 2.1 2.8
Q4-2011 4.3 4.2
Q1-2012 1.0 1.1

Q4-2011 -0.9 -0.0
Q4-2011 7.2 7.8
Q1-2012 1.0 1.1

Q4-2011 -2.4 -2.5
Q1-2012 7.4 7.7
Q1-2012 1.2 1.2

Q3-2011 -3.3 1.3
Q4-2011 7.0 7.5
Q1-2012 5.0 3.9

Q4-2011 -1.2 -3.2
Q4-2011 6.6 7.0
Q1-2012 1.2 1.2

Q4-2011 5.5 6.4
Q4-2011 7.8 7.6
Q1-2012 0.8 0.9

Q4-2011 5.7 3.6
Q4-2011 11.7 13.9
Q1-2012 1.0 1.1

Q4-2011 -3.9 2.9
Q4-2011 7.6 8.1
Q1-2012 1.0 1.1

Q4-2011 -1.7 -2.6
Q4-2011 9.8 9.7
Q1-2012 1.0 1.1

Q4-2011 6.0 7.0
Q4-2011 5.7 6.7
Q1-2012 1.0 1.1

 .. ..
Q4-2011 20.4 14.1
Q1-2012 1.0 1.1

Q4-2011 1.3 2.2
Q4-2011 10.9 11.1
Q4-2011 6.6 6.0

Q4-2011 -14.7 -17.3
Q4-2011 6.7 8.3
Q4-2011 5.7 4.8

Q4-2011 -1.4 0.8
Q4-2011 14.7 14.5
Q1-2012 1.0 1.1

Q4-2011 -1.2 1.1
Q4-2011 5.4 6.5
Q1-2012 2.5 2.4

Q4-2011 -1.7 -3.6
Q4-2011 8.7 8.2
Q1-2012 1.0 1.1

Q4-2011 1.6 3.6
Q4-2011 4.5 5.0
Q4-2011 0.3 0.3

Q4-2011 4.4 3.0
Q4-2011 3.1 3.4
Q4-2011 3.6 2.7

Q3-2011 3.9 11.1
Q4-2011 5.0 4.7
Q1-2012 1.0 1.1

Q4-2011 -1.2 -1.0
Q4-2011 5.0 5.4
Q1-2012 4.8 4.9

  Australia Gross domestic product
   Industrial production
   Consumer price index

  Austria Gross domestic product
   Industrial production
   Consumer price index

  Belgium Gross domestic product
   Industrial production
   Consumer price index

  Canada Gross domestic product
   Industrial production
   Consumer price index

  Chile Gross domestic product
   Industrial production
   Consumer price index

  Czech Gross domestic product
  Republic Industrial production
   Consumer price index

  Denmark Gross domestic product
   Industrial production
   Consumer price index

  Estonia Gross domestic product
   Industrial production
   Consumer price index

  Finland Gross domestic product
   Industrial production
   Consumer price index

  France Gross domestic product
   Industrial production
   Consumer price index

  Germany Gross domestic product
   Industrial production
   Consumer price index

  Greece Gross domestic product
   Industrial production
   Consumer price index

  Hungary Gross domestic product
   Industrial production
   Consumer price index

  Iceland Gross domestic product
   Industrial production
   Consumer price index

  Ireland Gross domestic product
   Industrial production
   Consumer price index

  Israel Gross domestic product
   Industrial production
   Consumer price index

  Italy Gross domestic product
   Industrial production
   Consumer price index

  Japan Gross domestic product
   Industrial production
   Consumer price index

  Korea Gross domestic product
   Industrial production
   Consumer price index

  Luxembourg Gross domestic product
   Industrial production
   Consumer price index

  Mexico Gross domestic product
   Industrial production
   Consumer price index

Q4-2011 0.4 2.3
Q4-2011 0.7 2.1
Q4-2011 0.0 3.1

Q4-2011 -0.1 1.4
Q4-2011 -1.6 2.5
Q4-2011 0.5 3.4

Q4-2011 -0.1 1.0
Q1-2011 2.2 10.8
Q1-2012 1.4 3.6

Q4-2011 0.4 2.2
Q4-2011 0.8 3.4
Q4-2011 0.3 2.7

Q4-2011 2.0 4.8
Q3-2011 -1.4 1.8
Q1-2012 0.9 4.1

Q4-2011 -0.1 0.6
Q4-2011 2.8 4.2
Q4-2011 0.5 2.4

Q4-2011 -0.1 0.5
Q4-2011 -1.6 -0.1
Q1-2012 1.3 2.8

Q4-2011 -0.2 5.1
Q4-2011 -5.1 1.7
Q1-2012 1.4 4.4

Q4-2011 0.1 1.4
Q4-2011 -0.1 -2.1
Q1-2012 1.1 3.1

Q4-2011 0.2 1.3
Q4-2011 -0.8 0.6
Q1-2012 0.6 2.3

Q4-2011 -0.2 2.0
Q4-2011 -2.0 3.9
Q4-2011 0.3 2.3

Q1-2011 0.2 -5.5
Q4-2011 -6.9 -10.7
Q1-2012 -0.9 2.0

Q4-2011 0.3 1.5
Q4-2011 0.8 4.3
Q4-2011 1.1 4.1

Q4-2011 1.9 2.8
Q3-2011 9.6 25.2
Q1-2012 1.6 6.4

Q4-2011 -0.2 1.0
Q3-2011 3.2 2.1
Q4-2011 0.4 2.8

Q4-2011 0.8 3.7
Q4-2011 3.3 6.4
Q4-2011 0.1 2.5

Q4-2011 -0.7 -0.4
Q4-2011 -2.2 -3.0
Q1-2012 0.9 3.3

Q4-2011 -0.2 -0.6
Q4-2011 -0.3 -2.5
Q4-2011 -0.2 -0.3

Q4-2011 0.3 3.4
Q4-2011 -0.1 5.2
Q1-2012 1.0 3.0

Q4-2011 0.2 0.8
Q4-2011 -5.7 -10.0
Q1-2012 0.6 2.9

Q4-2011 0.4 3.7
Q4-2011 0.8 ..
Q1-2012 1.8 3.9
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level:

current
period

same period
last year

Gross Domestic Product: Volume series; seasonally adjusted. Leading Indicators: A composite indicator based on other indicators 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 US$; seasonally adjusted. Unemployment Rate: % of civilian labour force, standardised unemployment rate; national 
definitions for Iceland, Mexico and Turkey; seasonally adjusted apart from Turkey. Interest Rate: Three months.

..=not available
1Accession candidate to OECD 
2 Enhanced engagement programme
Source: Main Economic Indicators, April 2012
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Interest rate

Current balance
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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

Current balance
Unemployment rate
Interest rate

Current balance
Unemployment rate
Interest rate

Q4-2011 -0.6 -0.2
Q4-2011 -3.9 -4.6
Q4-2011 0.3 2.5

Q4-2011 0.5 2.1
Q4-2011 -2.0 0.7
Q4-2011 -0.3 1.8

Q4-2011 0.5 1.8
Q4-2011 -1.0 -4.4
Q1-2012 0.5 0.8

Q4-2011 1.1 4.3
Q4-2011 2.9 8.7
Q4-2011 1.3 4.4

Q4-2011 -1.3 -2.8
Q4-2011 -3.2 -4.2
Q1-2012 0.9 3.4

Q4-2011 0.9 3.4
Q4-2011 3.2 3.8
Q1-2012 1.9 3.8

Q4-2011 -0.7 -1.5
Q4-2011 0.1 -0.4
Q1-2012 -0.1 2.5

Q4-2011 -0.3 0.3
Q4-2011 -2.0 -4.3
Q1-2012 -0.6 2.0

Q4-2011 -1.1 1.2
Q4-2011 -1.2 0.8
Q1-2012 -0.2 1.8

Q4-2011 0.1 1.2
Q3-2011 -1.0 -0.9
Q1-2012 -0.2 -0.9

Q4-2011 0.6 4.8
Q4-2011 7.5 6.9
Q1-2012 2.0 10.5

Q4-2011 -0.3 0.5
Q4-2011 -1.2 -3.0
Q4-2011 0.2 4.7

Q4-2011 0.7 1.6
Q4-2011 1.1 3.9
Q1-2012 0.8 2.8

Q4-2011 -0.3 0.7
Q4-2011 -1.9 0.0
 .. ..

Q4-2011 0.3 1.4
Q4-2011 -1.1 -1.8
Q1-2012 1.4 5.8

 .. ..
 .. ..
Q1-2012 1.6 3.8

Q4-2011 1.8 6.5
Q4-2011 0.6 1.2
Q4-2011 1.7 8.4

Q4-2011 2.1 6.4
 .. ..
Q1-2012 1.3 3.7

Q4-2011 1.9 4.6
Q4-2011 0.8 3.4
Q4-2011 0.8 6.7

Q4-2011 0.8 2.6
 .. ..
Q4-2011 1.2 6.3

Q4-2011 12.0 8.4
Q4-2011 4.9 4.4
Q1-2012 1.0 1.1

Q4-2011 -4.0 -5.2
Q4-2011 6.3 6.7
Q1-2012 2.7 3.0

Q2-2011 13.0 12.1
Q4-2011 3.4 3.5
Q1-2012 2.6 2.6

Q4-2011 -3.8 -5.2
Q4-2011 10.0 9.6
Q1-2012 5.0 4.1

Q4-2011 -3.1 -8.6
Q4-2011 14.1 12.3
Q1-2012 1.0 1.1

Q3-2011 0.3 -5.6
Q4-2011 14.0 13.9
Q1-2012 1.0 1.1

Q3-2011 -0.6 -0.6
Q4-2011 8.7 7.7
Q1-2012 1.0 1.1

Q4-2011 -3.0 -4.2
Q4-2011 22.9 20.4
Q1-2012 1.0 1.1

Q4-2011 6.5 7.2
Q4-2011 7.5 7.9
Q4-2011 1.4 1.1

Q4-2011 18.3 14.2
Q4-2011 3.8 4.0
Q1-2012 0.1 0.2

Q4-2011 -8.7 -8.2
Q4-2011 8.3 9.9
 .. ..

Q4-2011 -2.2 -3.8
Q4-2011 8.3 7.8
Q1-2012 1.1 0.8

Q4-2011 -3.2 -3.0
Q1-2012 8.3 9.0
Q1-2012 0.3 0.3

Q2-2011 -0.8 -0.5
Q4-2011 10.5 10.1
Q1-2012 1.0 1.1

 .. ..
 .. ..
 .. ..

 .. ..
 .. ..
Q4-2011 5.7 3.7

Q2-2011 -3.0 -3.1
 .. ..
 .. ..

Q2-2011 0.3 1.0
 .. ..
Q4-2011 7.0 7.0

Q4-2011 7.1 4.5
 .. ..
Q4-2011 7.1 4.6

 .. ..
 .. ..
Q1-2012 5.5 5.5

DATABANK

Non-members

  Netherlands Gross domestic product
   Industrial production
   Consumer price index

  New Zealand Gross domestic product
   Industrial production
   Consumer price index

  Norway Gross domestic product
   Industrial production
   Consumer price index

  Poland Gross domestic product
   Industrial production
   Consumer price index

  Portugal Gross domestic product
   Industrial production
   Consumer price index

  Slovak Gross domestic product
  Republic Industrial production
   Consumer price index

  Slovenia Gross domestic product
   Industrial production
   Consumer price index

  Spain Gross domestic product
   Industrial production
   Consumer price index

  Sweden Gross domestic product
   Industrial production
   Consumer price index

  Switzerland Gross domestic product
   Industrial production
   Consumer price index

  Turkey Gross domestic product
   Industrial production
   Consumer price index

  United Gross domestic product
  Kingdom Industrial production
   Consumer price index

  United Gross domestic product
  States Industrial production
   Consumer price index

  Euro area Gross domestic product
   Industrial production
   Consumer price index

  2Brazil Gross domestic product
   Industrial production
   Consumer price index

  2China Gross domestic product
   Industrial production
   Consumer price index

  2India Gross domestic product
   Industrial production
   Consumer price index

  2Indonesia Gross domestic product
   Industrial production
   Consumer price index

  1Russian Gross domestic product
  Federation Industrial production
   Consumer price index

  2South Gross domestic product
  Africa Industrial production
   Consumer price index

% change from:

previous
period

previous
year
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Governments nowadays recognise the 
important role renewable energy can play 
not just in promoting sustainable 
development and combating climate 
change, but as a possible source of 
innovation and new economic growth. 

Total energy supply from renewables grew 
by 2.4% per annum in OECD countries 
between 1971 and 2010, compared with just 
1.2% per annum for total primary energy 
supply. The annual growth rate for hydro of 
1.1% was lower than for other renewable 
sources, such as geothermal, which reached 
5.3%, and biofuels and waste, which rose by 
2.9%. Meanwhile, solar and wind recorded 
the fastest growth in OECD countries, in 
part because government policies have 
stimulated expansion of these energy 
sources. And there is room for further 
growth, since solar, tide and wind supply 
form but a small fraction of overall 
renewable supply, which is dominated  

by biofuels, biomass and waste, as well  
as hydro. 

For the OECD as a whole, the contribution of 
renewables to energy supply increased from 
4.8% in 1971 to 7.6% in 2010. The 
contribution of renewables varied greatly by 
country. On the high end, renewables 
represented 85% of energy supply in Iceland, 
39% in New Zealand and 37% in Norway. On 
the low end, renewables contributed 3% or 
less of the energy supply for Japan, Korea, 
Luxembourg and the US. 

In general, the contribution of renewables to 
the energy supply in non-OECD countries is 
higher than in OECD countries, reflecting the 
importance of biomass. In 2009, renewables 
contributed 46% to the energy supply of 
Brazil, 34% in Indonesia, 26% in India, 12% 
in China, 10% in South Africa and 3% in the 
Russian Federation.

See OECD Factbook 2011-12: Economic, 
Environmental and Social Statistics

Aid from major donors in the OECD area to 
developing countries fell by nearly 3% in 2011, 
ending a long trend of annual increases: until 
2011, aid had been increasing for more than a 
decade, and by 63% between 2000 and 2010, 
the year it reached its peak. Dips in bilateral, 
multilateral and humanitarian aid, as well as 
debt forgiveness, all contributed (our chart). 
Moreover, tight budgets in OECD countries 
look set to put aid under more pressure in the 
years ahead.

In 2011, the countries that form the 
Development Assistance Committee (DAC) at 
the OECD (see link below) provided US$133.5 
billion of net official development assistance 
(ODA), representing 0.31% of their combined 
gross national income (GNI). This was a drop 
of 2.7% in real terms compared to 2010. 
Within that total net figure, aid for core 
bilateral projects and programmes (i.e. 
excluding debt relief grants and humanitarian 
aid) fell by 4.5% in real terms.

Bilateral aid to sub-Saharan Africa was $28 
billion, a slide of 0.9% in real terms compared 
to 2010. But aid to the African continent as a 
whole rose by the same rate, to reach $31.4 
billion, reflecting assistance to North Africa 
after the revolutions in the region. The group 
of Least Developed Countries (LDCs) saw a 
sharp fall of 8.9% in their net bilateral ODA 
flows, to $27.7 billion.

Renewable promise

Budget pressures  
affect aid

DATABANK

The largest donors were the US, Germany, the 
UK, France and Japan, while the largest real 
rises in ODA were from Italy, New Zealand, 
Sweden and Switzerland. But official 
development assistance fell in 16 DAC 
countries, notably in Austria, Belgium, 
Greece, Japan and Spain. 

See www.oecd.org/dac

Renewables in energy supply
Contribution as % of total  

primary energy supply, 2010

Development aid dips
Components of DAC donors’ net official development assistance
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That’s why the International Herald 

Tribune gives you perceptive coverage 
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At MSD, we work hard to keep the world well. How? 
By providing people all around the globe with innovative  
prescription medicines, vaccines, and consumer care  
and animal health products. We also provide leading 
healthcare solutions that make a difference. And we 
do it by listening to patients, physicians and our other 
partners — and anticipating their needs.  

Not just healthcare.

We believe our responsibility includes making 
sure that our products reach people who need them,  
regardless of where they live or their ability to pay. 
So we’ve created many far-reaching programs and 
partnerships to accomplish this. You can learn more 
about them at msd.com.

We continue on our journey to redefine ourselves to 
bring more hope to more people around the world. 
Our goals are clear and our commitment is fierce. 
We are dedicated to solving problems and pursuing 
new answers.


