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EDITORIAL

to their problems. Furthermore, citizens continue to feel 
that the distribution of burdens and rewards is skewed 
in favour of the well-off and interest groups that exert an 
undue influence over public policy. 

Restoring trust requires more open and transparent 
government, strong institutions and clear rules combined 
with initiatives to help citizens better understand policy trade-
offs. Amid social tensions, prioritising key programmes that 
ensure effective protection of the most vulnerable without 
endangering financial sustainability will be key. 

Job creation has to be a priority. In the OECD area, more 
than 15 million people have been unemployed for over a year. 
In the euro area alone, the jobless rate has reached a record 
high of 12%. The most vulnerable have been hit hardest, 
low-skilled workers and immigrants for example. Nearly 
8 million young people are neither in employment nor in 
education or training. This generation has lost its foothold 
on the first rung of the career ladder and could be scarred 
for life by lower wages and precarious employment. It is 
important for countries to make youth employment their 
priority, and we are ready to contribute by discussing and 
adopting an Action Plan for Youth at our OECD Ministerial 
Council Meeting in May.

Governments must be smart in setting labour market 
policies. Job search assistance and career guidance to 
promote the transition from school to work should remain 
the first line of support for many of the unemployed. 
Preventing the long-term unemployed from becoming 
demoralised or losing their skills will require effective 
education and training programmes. Tax policy can help 
by expanding earned income tax credits for example, or 
by removing disincentives to work and by reforming job 
protection rules that create a split between regular and 
precarious work contracts.

Joblessness and precarious employment are helping to 
fuel inequality. Today, the gap between rich and poor in 
OECD countries is the widest in many years. The average 
income of the richest 10% of the population is about nine 
times that of the poorest 10%, up from seven times 30 
years ago. This trend risks getting worse as governments 
cut spending, unemployment persists, and many of the 
long-term unemployed lose their welfare benefits. 

It’s all about people: 
Jobs, equality and trust

More than five years into an economic crisis which 
has taken on several names–from subprime crisis 
and financial crisis to great recession–no term 
accurately depicts the fundamental result of this 
economic turbulence: people facing hardship.

Reversing the damage caused by the crisis remains a 
major challenge. Most governments have to focus on 
strengthening public finances while restoring growth and 
boosting employment at the same time. To make it happen, 
policymakers must embark on a path of structural reforms 
and invest in new sources of growth, like innovation, 
skills, knowledge-based assets and green growth. In doing 
so, governments must make it clear that people, the real 
victims of the crisis, are at the centre of their actions. 
Otherwise, public trust will continue to erode as citizens 
lose confidence in markets and in the ability of governments 
and institutions to deliver efficient and equitable solutions 

Angel Gurría, Secretary-General of the OECD
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EDITORIAL

Gender adds a layer to inequality. Women’s contributions to 
economic growth should be leveraged. All countries should 
address cultural barriers and promote women’s participation 
in society, business and the public sector. They should also 
implement practical measures to improve access to good 
and affordable formal childcare, strengthen parental leave 
entitlements for both parents and encourage more family-
friendly workplace benefits and working arrangements. 
The Norwegian experience shows that quotas for women 
in executive and supervisory boards can work. We will 
therefore update and upgrade our Recommendation on 
Gender Equality at the May ministerial meeting.

The need to cope with the immediate impacts of the crisis 
must not blind us to the longer-term goal of fostering 
sustainable and inclusive growth. We must invest in 
education and training to foster innovation and ensure 
that citizens are equipped to succeed in a world of global 
value chains where knowledge capital is the greatest asset. 
Basic education needs to give more attention to employability 
and bring the world of work into curricula. Vocational 
education and training systems need flexibility to respond 
to fast-changing labour market needs. All reforms must be 
designed with the dual purpose of getting young people 
into work while underpinning their career development. 
The OECD Skills Strategy will help countries deliver better 
policies in this area. 

Tax policy can also play a role in reducing inequality, for 
example by ensuring that wealthier individuals contribute 
their fair share, improving tax compliance, eliminating tax 
deductions, and reassessing the role of taxes on all forms 
of property and wealth. Multinational enterprises must also 
pay their share, and be discouraged from the aggressive 
tax planning and shifting profits to tax havens that erode 
the tax base and enable many to pay little or no tax at all. 
Base erosion and profit shifting constitutes a serious risk to 
tax fairness, tax sovereignty and tax revenues for countries 
around the globe. As G20 statements and OECD reports 
have made clear, a co-ordinated international approach with 
the co-operation of all stakeholders is needed.

Domestic concerns should not weaken our resolve to reduce 
inequalities among countries. The OECD Development 
Strategy recognises the continuing importance of aid, but 
it emphasises that development means improving policy-
making and implementation, and integrating actions across 

a wide range of activities, both at national level, such as 
innovation, taxation or education, and internationally, for 
example, access to global value chains through trade and 
foreign investment. 

We must also face up to environmental challenges and 
harness greener sources of growth. We know that climate 
change is becoming the single most important challenge 
facing humankind in the years to come. We will continue 
to “go national” with our support to countries to implement 
our Green Growth Strategy. 

As part of this effort to promote inclusive growth, the OECD 
has embarked on a highly ambitious multi-dimensional 
initiative called “New Approaches to Economic Challenges”, 
or NAEC. The project aims to draw lessons from the crisis, 
upgrade our analytical frameworks while looking for new 
approaches to better address economic and social challenges. 
NAEC is also about understanding better the trade-offs, 
complementarities and unintended consequences of the 
policies that can be put in place to improve economic 
performance, make growth inclusive and green, and 
enhance the overall well-being of citizens. 

Under the banner “It’s all about people: jobs, equality and 
trust” our annual ministerial meeting and OECD Forum 
in May will gather ministers from 40 countries, joined 
by leaders from business, labour unions, civil society and 
academia to propose solutions. In this OECD Yearbook, 
the ministerial chair, Norwegian Prime Minister Jens 
Stoltenberg, reminds us of the task before us.

We are living a time of exceptional challenges. Let us 
also make it a period of exceptional global co-operation, 
stemming from a common understanding that we live in 
a highly globalised world, and that we are all the better for 
it. It is all about people!

Recommended link
www.oecd.org/secretarygeneral
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PODIUM

gain a proper footing in the labour market. Measures to 
prevent this are urgently needed. Unemployment is the 
most important cause of social exclusion and poverty. 

The OECD has done a lot of valuable work both on well-
being and on income distribution and growth. We welcome 
this, and hope that the work now under way on “New 
Approaches to Economic Challenges” will bring us even 
further in understanding these connections. We also very 
much look forward to the analysis and results of the OECD 
Programme for the International Assessment of Adult 
Competencies (PIAAC), which will be published later this 
year. This study, the most comprehensive international 
survey of adult skills ever conducted, will give us vital 
new insights into how our education systems and labour 
markets work together. 
 
Labour is our most valuable resource. High employment is 
a top policy priority in most countries. Some groups with 
weak ties to the labour market, such as young people and 

Jens Stoltenberg 
Prime Minister of Norway

Meeting our challenges

How can we increase employment and strengthen 
social cohesion? The prime minister of Norway 
argues that we need urgent action to ensure that an 
entire generation of young people remains connected 
to the labour market. We must also address the issue 
of income distribution to protect the vulnerable and 
guarantee greater equality of opportunity across 
our societies.

Many countries are facing serious economic challenges in 
the aftermath of the global financial crisis in 2008, and even 
more so as a result of the current euro crisis. The advanced 
economies may have a prolonged downturn to contend 
with. In Europe, unemployment remains high, and is even 
increasing in some countries. A common experience is 
that high unemployment levels have a tendency to become 
persistent. A whole generation of young people may never 

immigrants, are more exposed to labour market fluctuations 
than others. Young people have been particularly hard hit 
by the crisis in Europe. Just before the global financial 
crisis, youth unemployment in the euro area was about 
15%. Now rates have passed 21%, and there are few signs 
of the trend reversing. In some European countries only 
around half of young people who want a job have been 
able to get one. 

Studies show that long spells of unemployment when 
young can impair a person’s work performance later in 
life. Inactivity due to unemployment erodes skills and 
weakens the ties between the individual and the labour 
market, and ultimately society at large. Therefore, we must 
address high youth unemployment before it becomes a 
persistent problem.

Societies have always needed the skills, ideas and energy 
of young people in order to revitalise the labour force and 
drive their economies forward. Youth unemployment is 
not only a waste of human resources and talent–it also 
hampers renewal and regeneration. 
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of human resources and talent–it also hampers 
renewal and regeneration
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Better and more inclusive education systems are necessary 
to meet these challenges. The OECD’s Programme for 
International Student Assessment (PISA) survey highlighted 
the importance of basic skills. Norway and several other 
countries have made efforts to enhance our primary and 
lower secondary education systems to better ensure that 
young people acquire the basic skills they need to enter the 
world of higher education and work with confidence. In 
the long term, this is the most effective means of reducing 
the number of students who leave school early.

At the same time, it is valid to ask whether more education 
automatically translates into better economic and social 
outcomes.

In many countries and sectors, we see employers who 
cannot find the people they need, even though we are 
witnessing a peak in unemployed or underemployed 
young people. Developing better vocational education 
and training is important in order to resolve this situation. 
Well-designed vocational programmes, preferably combined 
with apprenticeships that effectively link work-based and 
classroom learning, can provide young people with precisely 
the kinds of skills that employers need, and at the same time 
ease their transition into working life and encourage them 
to stay in school.  The development of well-functioning and 
flexible labour markets is also a crucial factor. 

In line with OECD recommendations, labour market 
programmes have been strengthened in many countries 
and short-term work schemes have been extended. Targeted 
labour market programmes can help to prevent groups 
with weak ties to the labour market becoming passive and 
discouraged, and losing their skills.

Increasing female participation in the labour force is 
another important topic that the OECD should focus on. 
There has been a tremendous increase in the participation 
of women in paid work in most OECD countries during the 
last 50 years, but there are still large differences between 
member countries. Labour market participation has been 
the key to economic independence for women in many 
countries. Not only have women been able to develop and 
use their professional skills, but female employment is 
also crucial for a country’s economic performance. This 
may prove especially important in the years to come as an 
ageing population places an increasingly severe burden 
on public finances. 

In many countries, there is growing consensus that 
assessments of economic performance should focus not 
only on income growth, but also on income distribution. 

The Nordic countries have fairly flexible labour markets that 
have proved effective in reallocating labour from declining 
low-productivity industries to emerging high-productivity 

industries. A comprehensive welfare state combined with 
active labour market policies is an important enabling 
factor in this respect. 

Welfare schemes in the Nordic countries ensure equal access 
to social insurance benefits and to important services like 
education and health care, and thus also promote equal 
opportunities. This social safety net makes the labour market 
more flexible and the economy less vulnerable to shocks. 
This again facilitates structural changes in the economy 
and encourages willingness to take economic risks. 

For countries with fiscal restraints, consolidation may be 
necessary. But such measures must be fair and carefully 
designed to protect the most vulnerable. This is important, 
not only to secure a broad consensus for the necessary 
consolidation, but also for the sustainability and stability 
of future growth.  

Several of the Nordic countries went through deep crises 
during the mid-1990s. A banking crisis combined with the 
need to make large cuts in governmental budgets led to 

PODIUM

a sharp increase in unemployment and reduced demand 
from households and firms. One of the reasons for the 
success of the subsequent rebalancing effort was the close 
co-operation between governments and the social partners, 
which fostered a common understanding of the need for 
reforms. Another important factor was the fact that the 
burden-sharing was perceived as being reasonably fair. This 
strengthened the public’s confidence in the governments’ 
ability to deal with the crisis and get the economies back 
on more sustainable growth paths. 

The topic of this yearbook–inclusive growth and restoring 
trust–is therefore both timely and well chosen. We expect the 
OECD to develop a road map for continuing its important 
work in helping countries to tackle these important policy 
challenges. 

Recommended links
www.regjeringen.no/en/dep/smk.html
www.oecd.org/norway 

For countries with fiscal restraints, consolidation 
may be necessary. But such measures must
be fair and carefully designed to protect the 
most vulnerable.
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Promoting 
inclusive growth

INTRODUCTION

After more than five years, the human suffering 
caused by the economic crisis is becoming increasingly 
evident. There are now some 15 million more 
unemployed people than before the crisis struck, 
and the pain hasn’t been felt equally: young people 
and low-skilled workers have been hit far harder than 
prime-age workers and people with higher levels of 
education. 

This split is symptomatic of a growing sense that, rather 
than delivering benefits to all, economies are increasingly 
creating winners and losers. Over the past few decades, 
and in most OECD countries, a larger slice of the economic 
pie has gone to a smaller, and ever-wealthier, share of the 
population. Several factors have contributed to this, including 
an increasingly competitive and global labour market and the 
rising demand for high-skilled workers. Wealthy countries 
are not alone: emerging economies like Brazil and China 
are also coping with rising inequality. And while fast growth 
in regions like Asia has done much to tackle poverty, too 
many people there and elsewhere still confront the basic 
challenge of putting food on their table.  

Divisions also take other forms. One of the most notable is 
generational. Today, young people suffer disproportionately 
from unemployment. Tomorrow, these same people will 
carry much of the burden of population ageing. It is also 
young people and, indeed, those not yet born, who will pay 
the highest price for today’s greenhouse gas emissions. 
Similarly, it is the world’s poorest countries that will be 
hardest hit by climate change, even though they bear scant 
responsibility for the world’s carbon emissions.

Economies struggling to emerge from the crisis might be 
tempted to set such concerns aside, but that would be a 
mistake. As contributors in this section argue, countries 
will only attain sustainable growth if it is built on inclusive 
foundations. That means tapping the energy of youth and 
removing the barriers that keep young people from poorer 
families out of our universities, so that they can contribute 
fully to our increasingly knowledge-based economies. It 
also means asking whether growth should be an end in 
itself, or if it needs to be understood in its wider social 
context. And it means building green economies, not just 
to mitigate the effects of climate change but to generate 
new sources of innovation in the 21st century.
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Return from the dead?

Old ways of thinking won’t bring developed countries 
back to economic life. Weighed down by the legacy 
of the crisis, they also face deep challenges like a 
faltering labour supply and slowing innovation. And 
growth itself won’t be enough–it must also be stable, 
inclusive and green. The need for structural reforms 
has never been greater, but they will require difficult 
trade-offs. In short, policymakers in the OECD area, 
and the OECD itself, face daunting challenges. 

Parents in OECD countries have long had confidence that 
their children will enjoy a higher standard of material well-
being than they did. Sadly, that confidence is no longer 
there. Why? 

Clearly, our starting point is not a good one. OECD estimates 
indicate that the average member country has seen its level 
of potential output drop by three percentage points since 
the beginning of the economic and financial crisis in 2007. 
Moreover, the recovery to date has been slow and halting 
under the influence of a debt overhang that has severely 
affected both borrowers and the banks that lent to them. 
The traditional quick fix of macroeconomic stimulus also 
seems to be both increasingly ineffective and encumbered 
by dangerous side effects. Studies of previous credit-driven 

“boom-bust” cycles indicate that what we are witnessing now 
is typical. The sluggishness and associated ennui could 
well continue for an uncomfortably long time.

There are deeper issues, too. Robert Gordon, one of the 
world’s best-known academic authorities on growth issues, 
suggests that future growth in US consumption per capita 

PROMOTING INCLUSIVE GROWTH

(for all but the top 1%) could fall “below 0.5% per year for 
an extended period of decades”. This conclusion should 
raise serious concerns for OECD countries, many of which 
face common challenges. 

Another problem is the faltering supply of labour. This 
reflects not just slower population growth in most OECD 
countries, but also slower rates of increase in labour force 
participation and, often, a growing antipathy to immigration. 
Moreover, under the influence of technological change 
and globalisation, employers in OECD countries need 
workers with both highly specialised production skills and 
generalised problem-solving capacities. Many workers, 
including high school and even university graduates, don’t 
have those skills and are therefore being left behind. This 
hurts both growth and inclusiveness. 

We are also likely to see low rates of saving and, thus, a 
slow rate of growth of the capital stock. The ratio of private 
investment to GDP has been trending down for decades, 
and there is no obvious reason to expect a reversal. Indeed, 
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William R. White
Chairman 
OECD Economic Development 
and Review Committee

a recent report from the Group of Thirty, a nonprofit 
grouping of senior figures from the public and private 
sectors and academia, suggests particular concern for the 
future availability of finance for longer-term investments. 
As for public sector investment, it seems increasingly likely 
that it will suffer given the broad trend towards reining in 
sovereign debt levels and the need for deficit reduction. 

Longer-term issues also need to be confronted. One of these 
has to do with the environment. Even though commodity 
prices are declining, doubts about the sustainability of 
today’s economic model are increasing. Is the recent, 
much accelerated, pace of depletion of natural resources 
sustainable? What might be the implications for future 
living standards, particularly for the poor, of rising prices for 
food and energy? In addition, current production processes 
have massive externalities that threaten the environment 
and well-being in other ways, not least via climate change. 
Is this sustainable for much longer? 

We must resist the temptation to retreat into 
old belief systems
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The apparent slowing pace of innovation is also a concern. 
Most studies of the determinants of growth give pride of 
place to increases in “total factor productivity”, which is 
ultimately driven by innovation. Can we count on more 
innovation to power future growth in living standards? 

Rising to these formidable new challenges will not be 
easy, but it can be done. In particular, we must resist the 
temptation to retreat into old belief systems. First, we must 
face up more courageously to the immediate problems 
confronting us. Overindebtedness implies the need for 

None of this is to deny that reforms can have downsides. For 
example, lowering employment protection in downturns 
might lead initially to more job losses than gains, and more 
and better education raises the issue of financing. These 
downsides must also be recognised and addressed. Nor 
is it possible to state that we know everything we need to 
know to pursue good public policies. Indeed, it was the 
recognition of our analytical shortcomings that recently led 
the Council of the OECD to initiate the New Approaches to 
Economic Challenges (NAEC) project. Evidently, throwing 
off old belief systems requires creating new ones, and new 
beliefs must be based as much as possible on both sound 
theory and factual evidence about what actually works. In 
many ways, we are just beginning the task of laying the 
analytical groundwork for such new approaches.

Of course, knowing what to do or to recommend is only one 
part of public policy. Actually implementing what needs 
to be done to provide “strong, sustainable and balanced 
growth” will be still more difficult. In the globalised world 
in which we live, many desirable initiatives will require 
a degree of international co-operation, in effect ceding 
some sovereignty, that might prove hard to achieve. At the 
domestic level, those profiting from current practices will 
resist change fiercely. Moreover, structural change is, by 
definition, destabilising and could have unforeseen social 
and political ramifications. Yet without change in our public 
policies, the objectives we seek will not be met. And if we 
fail, we risk being left with a bleak economic future that 
would surely be even more prone to turmoil. 

John Kenneth Galbraith summed it up well when he 
wrote: “Politics is not the art of the possible. It consists 
in choosing between the unpalatable and the disastrous.” 
We must now get on with the more appetising of these 
unappetising options.

Recommended links

www.oecd.org/eco/growth

www.williamwhite.ca

Group of Thirty (2013), Long-Term Finance and Economic Growth, available at 
www.group30.org

explicit debt reduction and plans to recapitalise or wind 
down imprudent lenders–the Nordic model rather than 
the Japanese model. We must also resist the belief that 
demand stimulus alone can restore “strong, sustainable 
and balanced growth”. Clearly, demand stimulus has its 
place during the recovery from the global economic and 
financial crisis. But sustained growth will depend not 
on demand stimulus, but instead on structural reforms. 
Second, relying on increasingly impotent macroeconomic 
policies, and refusing to consider policies that might work, 
is surely not the way forward.

If there is still much to learn about making structural 
reforms effective, particularly given multiple objectives, 
some points would seem pretty obvious. Smarter regulation 
of product markets and increased competition would 
increase efficiency and lower living costs, and could have 
significant effects on international imbalances. In many 
cases, it would seem that such reforms can have quite rapid 
payoffs. Making labour markets less rigid, particularly with 
respect to employment protection, would encourage more 
hiring and probably more training. Raising the participation 
rate of women in the workforce, notably through the 
provision of better education and care in early childhood, 
but also other measures, would provide multiple benefits. So 
too would raising the effective retirement age. An education 
system better tuned to future employment opportunities, 
and with resources more focused on the disadvantaged, 
would provide more and better workers, aid inclusiveness, 
and encourage innovation. Public sector investment, if 
carefully evaluated and undertaken, can provide higher-
yielding state assets to service higher liabilities. Many more 
recommendations of a similar nature are routinely made 
by the Economic Development and Review Committee 
in its Economic Surveys and Going for Growth project, 
drawing on the vast base of knowledge developed over the 
years by the OECD.

New beliefs must be based on both sound 
theory and factual evidence
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Admittedly, those who understand the beauty of a work 
of art are happier than those who don’t. The effort that 
needs to be expended to understand the artistic power of 
an opera is repaid by a more intense happiness, as with an 
investment. But this does not create a qualitative difference 
between opera and television, simply a difference in degree. 
Variables such as one’s purpose in life or positive relations 
both with others and with oneself count for much in the 
happiness of individuals. But why should these be opposed 
to the search for other, more trivial satisfactions such as 
a nice car or an attractive apartment? It’s all a matter of 
proportion.

Like a king who has all the levers of power, homo economicus 
would be able to choose freely, according to this model, 
between good and evil, between spending time at work and 
having a lie-in. Can you believe that? Far from marshalling 
his concerns like a lawyer, every man is a composite of 

Daniel Cohen
Professor of Economics 
École normale supérieure 
Vice-President
Paris School of Economics

Homo economicus: An uncertain guide

As humans, we face a constant internal conflict 
between immediate gratification and more prudent 
living. This conflict is also apparent in society. How 
can we ensure that the homo economicus within 
us takes the decisions that best affect our lives, and 
economies? 

Epicurus, who has many disciples among those aspiring to 
happiness, concurs with the idea that Jeremy Bentham in 
particular was to expound in the 18th century: one should 
seek pleasure and avoid pain. And yet Epicurus is at pains 
to distinguish between “moving” pleasures, relating to 
the satisfaction of a need and therefore intermixed with 
pain, and “static”, pure pleasures predicated on satisfied 
desires. Plato, in the Gorgias, is more radical. In his eyes, 
the search for happiness suffers from the fundamental 
contradiction that happiness needs desire, whereas desire 
excludes happiness. For Plato, happiness, if that is what we 
want to call it, is the reward for a “good life”, not its goal. A 
good life, or eudaimonia, consists in finding one’s place in 
the world of humans, like one star orbiting harmoniously 
around another. Aristotle wisely concluded that because 
reason and virtue were the distinctive characteristics of 
man, “the lovers of what is noble find pleasant the things 
that are by nature pleasant. And virtuous actions are thus 
pleasant for such people and inherent in their own nature. 
Their life, therefore, has no further need for pleasure as a 
sort of adventitious charm, but has its pleasure in itself.”

Economists have long challenged the distinction drawn 
between vulgar pleasures and those which elevate the soul. 
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diverse personalities cohabiting more or less harmoniously. 
You can have an appointment that is vital for your career 
and still dive into a river to save a passer-by from drowning. 
There is no premeditation at work here. In response to an 
emotion, you switch from one state of mind to another.

In his book Is Capitalism Moral?, André Comte-Sponville 
proposed a very useful classification inspired by Pascal’s 
three powers. While the latter distinguished between flesh, 
reason and the heart (which “has its reasons which reason 
does not know”), Comte-Sponville proposed four categories: 
the economy, politics, morality and love. Each has its own 
logic. A mother who looks after her children out of duty 
would be a bad mother. A male or female politician who 
relied upon morality to guide his or her actions would 
doubtless make a pitiful manager. Likewise, the economy 
has its own rules, those of calculation and a quest for profit, 
which are distinct from those of morality or politics.

Even within choices held to be economic and rational, 
conflicting beings still live inside us, real Dr Jekyll and  
Mr Hyde, the inseparable twins who hate each other. I 
may wish to save for my retirement, or for the future of 

Like a king who has all the levers of power, 
homo economicus would be able to choose 
freely between spending time at work and 
having a lie-in
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my children, and yet can’t seem to do so as, “in spite of 
myself”, I spend the household savings. The desire to 
live in accordance with an idea conflicts with the desire 
for immediate gratification, which moves in the opposite 
direction. How can they be taught to live together? 

The famous example of Ulysses and the sirens illustrates 
some possible methods. Jon Elster, who famously 
commented on this passage from The Odyssey, felt that 
Ulysses must “rationally manage his irrationality”. I know 
what my temptations are, namely to succumb to the song 
of the sirens; I manage them by chaining the person 
I don’t want to become to the mast. If I go on a diet to 
lose weight, I will avoid walking in front of a cake shop. 
If I need to save for my old age, I will make a nonliquid 
investment to avoid spending it. I fight against the person 
I might turn into. The homo economicus living inside me 
is having a hard time; he maximises a utility but doesn’t 
know whose utility it is. 

The conflict between the search for immediate gratification 
and concern to provide for the long term bears witness to the 
difficulty of being “reasonable”. For many years economists 
thought that the problem was simply a trade-off between 
a reward today and one tomorrow. If you were to ask me 
whether I would like to have €100 tomorrow or €200 in a 
year and a day, I would say €200 in a year and a day. The 
return is good, so I’m quite happy to wait for my reward. 
But if you offered me a choice between €100 right this 
minute and €200 in a year’s time, I would say €100 now, 
even though the interval in time between the two options 
remains the same (a year in both cases). This is because the 

present moment wakens a different individual to the one 
I wanted to be yesterday–somebody who wants everything 

“immediately”. If I understand my own temptations I will 
arrange things “in advance” to make sure that I don’t have 
a choice; that way I will be obliged to accept €200 in a 
year’s time without having the €100 option. Like Ulysses, 
I shall try to tie myself to a mast in order to rise above my 
status of alcoholic, pervert, glutton, etc. 

Fortunately I’m not alone. Society helps me manage the 
most weighty decisions. Old age or sickness insurance is 
compulsory, as is education for children. The US, which 
allows greater personal choice in this area than Europe, is 
also the country where we can see the direst forms of poverty, 
and for this very same reason. The great US bankruptcy 
of 2008 is largely a result of the absurd way in which the 
most vulnerable members of the population were driven 
into overindebtedness. Financial deregulation in the US 
did everything it could to push households into using their 
credit cards or taking out mortgages they couldn’t afford. 
It untied Ulysses, and America drowned.

Recommended link and reference 
http://www.parisschoolofeconomics.eu

Cohen, Daniel (2012), Homo Economicus, prophète (égaré) des temps nouveaux, 
Albin Michel, Paris.

Ulysses must “rationally manage his irrationality”
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individual and collective performance. We have made it 
our business and our raison d’être.

In companies, hospitals, schools, prisons and factories, 
the 20th century brought developed countries a number of 
logistic and technological solutions to the main quantitative 
challenges facing modern society: food, education, 
employment, production, transportation, medical care 
and so on. Today, if we wish to improve the performance 
of these collective places, people’s well-being will need to 
become the main focus. 

In prisons, the aim is not just to guard the prisoners, but to 
create conditions favourable for their re-entry into society. 
In companies and factories, the aim is no longer just to 
manufacture, but to retain and motivate talent. In hospitals, 
the aim is no longer just to treat patients, but to protect their 
dignity and create an environment that provides comfort 
and psychological well-being to help along their recovery. 
In schools and universities, in an era when the Internet is 
making knowledge openly accessible, the most important 
question is how to create an environment that will foster 
motivation to learn.

The challenge everywhere is how to reconcile individual 
needs with the goals of organisations; how to recognise 
that organisations are also places where people live their 
lives; and how to place primary emphasis on what improves 
quality of life. For many, this idea remains vague or too 
generalised. For us, it is a concrete and measurable topic. 

A place elicits emotions and a certain amount of pride, 
appeal and engagement. Through their layout, functionality, 
openness to the outside world and symbolism, physical 
spaces create points of reference and a shared culture. 

We have also noted that, through new services, organisations 
can free individuals of constraints and make life at work, 
or in sickness, absence or isolation, more bearable. 

On a more individual level, quality of life in organisations 
can be assessed through details, which often appear to be 
crucial. I’m thinking here of the way people are a¤ected 
by their environment in their professional and personal 
life, including such things as air quality, and by factors 
(which at times might seem of minor importance) that 
cause stress, such as waiting times in hospitals.

The new performance frontier

By helping emphasise the importance of a “better life” 
as a key component of societal progress, the OECD 
has made considerable efforts in recent years to help 
promote a school of thought that places people’s 
well-being at the heart of economic growth. After 
examining the issue of growth and productivity gains, 
and recognising the question of the environmental 
cost of our economic activity, the time has come to 
turn our attention to another area that is equally 
crucial: fostering a more human economy.

The current crisis has revealed the limitations of our 
economic model. Decades of rationalisation and efforts 
to improve processes, methods, structures and expertise 
have depleted the potential to boost productivity and exert 
an increasing amount of pressure on women and men. 
This pressure compromises the hope of finding personal 
fulfilment at work. What’s more, consumption never seems 
to provide satisfaction, regardless of income level. Our 
modern economies, as many economists point out, have 
not managed to combine growth and happiness.

Economies and companies face the same challenge: finding 
new resources for developing more harmonious growth–
growth that delivers not just value, but also the fulfilment 
that should result from it. In my opinion, the solution can 
be summed up in two words: human beings. It is the duty 
of economic stakeholders to address this issue seriously in 
order to lay the foundations for harmonious growth.

At Sodexo, we have a vision. We believe that to create lasting 
value, organisations and society must place people at the 
centre of their thinking. This is why we consider quality 
of life to be a key, and as yet largely unexplored, factor in 

PROMOTING INCLUSIVE GROWTH

Michel Landel
Director General, Sodexo
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Individuals must also be viewed in terms of their relation 
to others. Maintaining emotional ties with loved ones while 
in hospital, in prison, on an oil platform or on campus, for 
example, can be an essential factor in these institutions’ 
success. 

Decision-makers should also use quality of life as a tool that 
bolsters their strategies by focusing on the simplest and, 
at times, most invisible tasks. In practical terms, quality of 
life provides men and women with reasons to feel better 
and more respected; it speeds up their progress and, by 
extension that, of society as well. 

In our dedication to improving quality of life, we are humbled 
by the scope of the task and stimulated by its importance 
to society. We take pride in our part in this fundamental 

revolution. Today, the new frontier of performance is human. 
Shifting our focus back to men and women obviously 
has its roots in ethical considerations. But at last ethics is 
joining paths with economics–and this is the great hope 
for our time. 

Recognising the importance of the human element first 
of all leads to a rethinking of how to restore balance to the 
economy. The outlook for industry, IT services, banking and 
insurance is less promising than for those services where 
people are the primary focus. Health, well-being, safety 
and collective efficiency are key words that refer to many 
of tomorrow’s new careers. This new industry obviously 
provides future prospects for employment and social 
advancement for people who often have limited formal 
qualifications. It is a tremendous driver for individual and 
social progress.

Recognising the importance of human beings also 
transforms business. The men and women working for a 
company must be the real beneficiaries of its success: this 
is without a doubt the best way of ensuring the company’s 
sustainability. This rebalancing must inspire the company’s 
policies, in both the areas of diversity and inclusion. The 
integration of minorities, links between generations, equal 
opportunities for men and women, the integration of 
disabled employees, and respect for sexual orientation are 
all performance drivers. At all levels in our company and 
those of our clients, we have found that diversity helps 
make us stronger and more innovative. The same applies to 
employee training and development. In making individual 
development a strategic priority, the company benefits on 
two fronts: it both increases its employees’ employability 
and improves their overall efficiency. 

More than ever, companies’ global competitiveness depends 
on talent. Technological expertise and organisational quality 
will continue to be major concerns for large corporations. 
However, human resources are set to become the most 
universal, immediate source for driving competition in 
the future. 

By developing policies focused on their men and women, 
companies will become stronger and more appealing, 
and their performance will improve. This will be not an 
outcome of their success, but a fundamental component 
of it. Ultimately, global corporations will play a central 
role by setting an example for how to operate, across all 
regions of the world. 

Of course, recognising the importance of human beings 
cannot be restricted to the corporate sphere alone. It must 
also lead to new perspectives in public policy by encouraging a 
more human-oriented economy and a new growth model. The 
world is vast, and for many nations the immediate priorities are 
fighting hunger, disease and poverty. In emerging countries, 
soaring double-digit growth has given hope to millions of 
people as they discover the consumer society from which 
they were excluded in the 20th century. 

The “new frontier” is perhaps the furthest ahead. It is also 
the least equitably shared. This could lead us to question 
the scope of our ambition, and reinforces our deeply held 
belief that people are the cornerstone of future growth. 

Recommended link
www.sodexo.com

At last ethics is joining paths with economics–
and this is the great hope for our time

Today, the gap between rich and poor is widening almost 
everywhere. Within OECD countries, it is now the widest in 30 
years: the average income of the richest 10% of the population is 
about 9 times that of the poorest 10%, as opposed to 7 times 30 
years ago. What is driving this trend and what can be done to 
stem its progress?

Learn more by watching Make growth inclusive to tackle rising 
inequality at www.oecd.org/newsroom/photosandvideos

Make growth inclusive
to tackle rising inequality
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Moreover, when many countries that interact together 
tighten policy at the same time, the negative impact is 
exacerbated as the chill wind of austerity in one country 
is felt among trading partners. Yet governments have little 
choice but to forge on with consolidation, given very high 
levels of public debt and the need to restore financial market 
confidence. Indeed, high and growing debt ultimately 
depresses growth and increases fragility. 

A major policy concern is how this austerity will affect 
income inequality. A trend increase in income disparities 
was already a concern in many OECD countries prior 
to the financial crisis, but inequality has likely widened 
since. The Gini coefficient for disposable income, which 
measures income distribution whereby a value 0 means all 

Pier Carlo Padoan
Chief Economist and 
Deputy Secretary-General 
of the OECD

How to get it right
Government balances, growth and income inequality 

Austerity programmes to restore order to public 
finances can add to the woes of already struggling 
economies, leading to more job losses and social 
hardship. But there are ways for governments to put 
their fiscal houses in order, while supporting growth 
and reducing income inequality at the same time. 

The crisis affecting OECD economies is now in its sixth 
year, yet sizeable efforts are still needed to put government 
finances back on a sustainable base, while underpinning 
growth. At the same time, pressure is mounting to tackle 
the deepening social problems with policies to reduce 
exclusion and inequality. It is a difficult balancing act, which 
few countries can ignore. Indeed, the two largest OECD 
economies, the US and Japan, are among those countries 
requiring the most fiscal consolidation of all, to the order 
of 10% of GDP. Consolidation requirements are also large 
in troubled countries of the euro area and the UK.

What impact will such prolonged and significant policy 
efforts have? Fiscal consolidation strategies, however 
important, have been questioned for adding to the woes of 
already struggling economies, and leading to even higher 
unemployment and more social hardship. We can gauge this 
by looking at the so-called fiscal multipliers–the decline in 
economic growth for every 1 percentage-point reduction in 
the government’s fiscal deficit. Though there is some debate 
about the size of these multipliers, which vary widely across 
countries and at different times, it is clear that their size was 
underestimated. They are higher than usual, largely because 
low or zero interest rates are making it harder for monetary 
policy to offset the adverse impact of austere fiscal policies. 
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households receive the same income, and 1 means just one 
household receives all income, has risen from an average 
of around 0.25 in the mid-1980s to around 0.3. Moreover, 
the financial crisis has drawn attention to excessive and 
distorting incentive pay in the financial sector, which many 
people believe to be a key culprit in the crisis.

There is real risk that fiscal consolidation will worsen this 
inequality, sparking more social anger that can threaten even 
the most carefully designed and legitimate consolidation 
programmes, or even destabilise public institutions, 
including the EU. There is also some discussion as to 
whether widening inequality can in turn undermine growth. 
For instance, the concentration of income and wealth among 
the few can spur reckless financial decision-making to the 
detriment of growth. Also, there is a danger that declining 
incomes or a rise in poverty will affect productivity. 

The situation is grave. According to current consolidation 
plans, most governments aim to improve the budget 
primarily via restraining spending. Social security transfers 
are planned to decline in cyclically adjusted terms in about 
half of all OECD countries, while adjusted household 
income taxes will increase in most of these countries. The 
net redistributive effect of all measures combined is likely 
to be negative. This has to be avoided.

Fortunately, despite all the tightening to date, there is still 

A major policy concern is how this austerity will 
affect income inequality
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scope for countries to adjust their fiscal consolidation 
efforts and redesign them in such a way so as to achieve 
more fiscal sustainability, more growth and more equity. 
To do this, governments must act on both sides of the fiscal 
equation, while also introducing structural reforms. 

On the expenditure side, cutting benefits and other cash 
transfers often significantly increases inequality. However, 
cuts can be designed to have less impact on lower earners, 
and be supplemented by structural measures in a way 
that minimises, or even eliminates, any adverse effects 
on wealth distribution. 

For instance, cuts in unemployment-related benefits tend 
to hit poorer people most, particularly when weak economic 
activity prevents an offsetting rise in employment. Such cuts 
might not be desirable during deep and protracted downturns 
such as the present one. Moreover, there is still considerable 
scope among OECD countries to improve benefit-tax systems, 
including disability benefits, to encourage higher employment 
and greater equity. Such measures should be reinforced by 
structural reforms, for example, to support unemployment 
policies that keep the unemployed in touch with the labour 
market, and by making it easier to set up and run businesses, 
so generating revenue and creating jobs.

Raising the effective retirement age would be another 
good place to take action. Many people still retire young, 
compared with today’s robust life expectancy, and this often 
means a drop in income. Later retirement has the potential 
to raise earnings and so reduce income inequality, as well 
as giving economic activity a boost. True, acting on this will 
not produce immediate budgetary savings, but addressing 
it should at least reassure financial markets that the long-
term fiscal outlook is in safe hands.

Education and healthcare reforms should also rank highly 
on the policy agenda, since these areas are both big-ticket 
spending items and vital for social well-being and progress. 
Most countries have substantial margins to improve the 
efficiency of health and education provision, allowing for 
large savings without compromising equity or service 
quality, and possibly improving both. However, such gains 
might take several years to fully materialise and could lower 
employment growth in the near term.

The revenue side of fiscal policies merits particular attention, 
since cutting certain tax expenditures can increase both 
equity and economic growth. Many tax expenditures have 
been introduced without serious welfare considerations, 
although there are exceptions like income tax credits and 
payroll tax rebates for low-wage workers. The value of many 
other tax reliefs– including tax breaks for healthcare and 
childcare, education, owner-occupied housing, and various 
saving schemes–often increases for earners in higher tax 
brackets. This is costly and hardly helps improve equity, 
and should be addressed. 

Meanwhile, tax hikes that can bolster equality and have 
relatively little impact on long-term growth, such as on real 
estate, should be considered. However, serious consideration 
must first be given to the state of the housing market, which 
has been struggling in many countries. Moreover, to be 
effective, additional measures, such as carrying out proper 
(and possibly costly) valuation of property, might be needed. 
Meanwhile, hikes in capital income taxes would be positive for 
equity and would not necessarily distort growth, while shifting 
tax burdens away from labour and towards green consumption 
taxes, for instance, would also bring benefits. 

Though fiscal consolidation must continue for a while, 
progress especially in Europe has been substantial, as 
many countries have been taking the right steps. If more 
similar reforms had been made in the past couple of years, 
the benefits might already be starting to lift the economy. 
Hopefully, we have seen the bottom of the crisis, but there 
is still time for policymakers across the OECD area to carry 
out reforms and give more weight to the tax expenditure 
side of the fiscal equation, for the sake of both restoring 
sustainable growth and improving equality. 
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an increase in direct household taxes of 3% of GDP.
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low by the government–nor for people living in extreme 
poverty. In addition, labour unions were suppressed and 
the minimum wage was gutted.

Successive military governments argued that it was 
necessary first to expand the economic pie. Later, they 
said, they would talk about how that pie should be sliced 
up. The immediate and long-term consequence of that 
development formula was to reinforce the concentration 
of wealth and of poverty.

In reaction to the military’s political repression, and in 
the face of police violence, social and labour movements 
joined forces during the 1970s and 1980s to protest for 
improvements in living and working conditions. This 
experience provided a decisive lesson in subsequent decades 
for countering the worldwide neo-liberal wave, for preventing 

Vagner Freitas de Moraes
President, Central Única 
dos Trabalhadores

João Antonio Felicio
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dos Trabalhadores 

Growth is not enough

Brazil’s labour leaders have long argued against 
pursuing economic growth for its own sake. What 
matters most, they believe, is not the size of the 
economic pie but how it’s carved up. In recent years, 
calls for social justice have increasingly informed 
policy in Brazil, bringing about a veritable “revolution” 
in the economy.

Brazil’s push for development with a strong social 
emphasis in recent years has brought economic growth and 
improvements in social inclusion that most countries cannot 
match. Brazil has achieved this despite the international 
financial crisis that erupted in 2008 and that hit the 
economies of Europe and the United States so hard, leading 
to the steady impoverishment of their people. In a break with 
history, the people of Brazil were no longer condemned to 
pay the bill for crises sparked by the extreme neo-liberalism 
of business and bankers.

This outcome confirmed a belief that the Central Única 
dos Trabalhadores (CUT Brasil), the main confederation of 
Brazilian labour unions, has always defended: “Growth is 
not enough”. The period from 1968 to 1973 offers a good 
example of what happens when this is forgotten. During the 
darkest years of military dictatorship, Brazil’s economy grew 
on average by around 10% a year. That “economic miracle” 
guaranteed “political and economic stability for investors” 
and boosted incomes for middle-class professionals. But it 
did nothing for unskilled workers–whose wages were kept 

the downsizing of the state and deregulation of financial, oil 
and energy markets, and for resisting a further tightening 
of the screws on workers, pensioners and the very poor.

In the new century, the historic election of Luiz Inácio Lula da 
Silva–a worker and labour unionist–as president represented 
the crowning achievement of these social movements, 
which believed in the future that Lula represented and 
defended: respect for workers’ demands, a willingness to 
engage in negotiation and dialogue, and a determination 
to strengthen the state as the engine of both growth and 
the redistribution of income and wealth.

The consolidation of the social protection system, linked 
to other policies such as boosting the minimum wage, 
increasing credit at low interest rates for workers, and 
universalising health and education, have contributed 
greatly to social and economic progress.

These policies have produced a veritable revolution in 
the Brazilian economy. Between 2001 and 2008, the 
Social Inclusion Index–which includes factors such as 
job creation, improvements in income and education, and 
access to computers, television and telephones–grew on 
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Over the past decade, Brazil has made great 
progress in combating poverty and now stands 
as a world benchmark
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average by 5.3% a year, exceeding average annual economic 
growth of 2.3%, according to Brazil’s National Institute of 
Advanced Studies.  

The Bolsa Familia, or family allowance programme, is 
the most visible face of these policies. Between 2004 and 
2011, the number of families benefiting from income 

transfers more than doubled, from 6.5 million to 13.3 million, 
representing nearly one-quarter of the population. In the 
more isolated regions, payments under this programme 
have become the principal engine of the local economy.

Another pillar of government policy, adopted through 
negotiations with the unions, has been to raise the minimum 
wage and associated pension. It went up by 211% in nominal 
terms between 2002 and 2012, for a real inflation-discounted 
increase of 66%. This big rise has strengthened the domestic 
consumer market, shielding the country from the most 
destructive fallout of the world financial crisis. 

Workers’ earning power has also benefited from the revival 
of the economy and the resulting fall in joblessness, which 
has strengthened their hand in wage negotiations. There 
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has been a fall in informal employment, too, which, by 
definition, is socially “unprotected”. Yet even informal 
workers have seen gains: their remuneration is often geared 
to the minimum wage, so the increase in that has raised 
their incomes as well.

Over the past decade, Brazil has also made great progress in 
combating poverty and now stands as a world benchmark. 
Between 2003 and 2009, 28 million people escaped from 
poverty in Brazil, and between 2003 and 2011 the middle 
class absorbed 40 million of Brazil’s 190 million people.

Despite this progress, social inequality remains a huge 
concern in Brazil, and any society that seeks to balance 
economic, social and environmental concerns cannot 
tolerate it staying at such levels. 

Some 16 million individuals are still living in what is deemed 
extreme poverty, with monthly incomes of below 70 reais 
(about $33). But poverty is about more than just low incomes. 
Old definitions, which focused on lack of food and basic 
services, are now being replaced by a broader concept that 
includes drug addiction, urban and rural violence, family 
breakdown, and environmental degradation. These “new” 
problems are more complex and demand coordinated 
action by federal, state and local government, and among 
ministries and departments.

President Dilma Rousseff’s administration has launched 
a new programme, Brazil Without Poverty, that embraces 
three areas of activity: it seeks to provide greater access 
to public services, covering food and nutritional security, 
education, health, and social assistance among other 
areas; it offers income guarantees; and it aims to equip 
people living in both the cities and the countryside with 
the skills and education they need to take a full role in ©
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the economy. The goal is to improve living conditions for 
the extremely poor by breaking the cycle by which poverty 
reproduces itself.

Meeting these challenges will cost money. Until now, it was 
possible to make progress with relatively modest outlays, 
but education and health costs are rising as services become 
more sophisticated and widely available. There are bound 
to be unprecedented confrontations between the different 
social strata. The CUT is now discussing changes that 
will have to be made in the Brazilian development model. 
Beyond the three essential pillars–social, economic and 
environmental–we need to move forward by strengthening 
the domestic market and amending the highly regressive 
tax structure to ensure that the wealthiest pay more.

It is essential for Brazil to improve the quality of its education 
and health services, which still leave much to be desired. 
We recognise that there has been progress in recent years, 
especially in terms of making more spaces available in 
higher education, yet the quality of these two services 
remains extremely uncertain. If Brazil wants to become 
a first-world country, governments are going to have to 
give priority to education and health so as to offer quality 
services to all Brazilians. 

Recommended links
www.cut.org.br 
www.oecd.org/brazil
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Asia’s challenges

The forces driving Asia’s rapid growth–new technology, 
globalisation and market-oriented reform–are also 
fuelling rising inequality. Some income divergence is 
inevitable in times of fast economic development, but 
that shouldn’t make for complacency, especially in 
the face of rising inequality in people’s opportunities 
to develop their human capital and income-earning 
capacity. 

Against the backdrop of an elusive global recovery, Asia 
continues to lead global growth. But even Asia’s performance 
is down on where it was before the crisis, and governments 
must remain vigilant to the risk of further global shocks in 
the near term. They face other challenges, too–important 
long-term problems that must be addressed now if Asia is 
to build on what has already been achieved. 

Asia’s rapid growth in recent decades has lifted hundreds 
of millions out of extreme poverty, but the region remains 
home to two-thirds of the world’s poor, with more than 
800 million Asians still living on less than $1.25 a day and 
1.7 billion surviving on less than $2 a day. Poverty reduction 
remains a daunting task. 

One of the most visible side effects of Asia’s rapid growth 
has been environmental damage. The reliance on fossil 
fuels has degraded air quality and ecosystems, reduced the 
supply of clean water, and created significant health hazards. 
Asia has become the world’s largest source of greenhouse 
gas emissions, which are linked to global warming and 
climate change. Its cities are amongst the most polluted 
and the most vulnerable to extreme weather events. Recent 

climate-related disasters in China, the Philippines and 
Thailand are a reminder that Asian policymakers must 
act now to protect their citizens and mitigate and reverse 
the signs of climate change to secure sustainable growth 
for the future.

A new, perhaps more complex, challenge for developing 
Asia is how to confront rapidly rising inequality.

The gap between Asia’s rich and poor has widened 
alarmingly in the past two decades. In many countries, 
the richest 1% of households account for close to 10% 
of total consumption, and the top 5% account for more 
than 20%. The Gini coefficient, a measure of inequality, 
has increased in much of the region: taking developing 
Asia as a single unit, the Gini coefficient has increased 
from 39 to 46. 

And the gap is not only in income. Inequality of opportunity 
is prevalent and is a crucial factor in widening income 
inequality. For example, school-age children from 
households in the poorest income quintile are up to five 
times more likely to be out of primary and secondary 
school than their peers in the richest quintile; infant 

Haruhiko Kuroda
President of the Asian 
Development Bank 

mortality rates among the poorest households were 10 
times higher than those among the affluent households; 
in South Asia, women’s labour force participation is only 
40% that of men’s; and in Central and West Asia, girls’ 
primary and secondary school enrolment levels are 20% 
lower than those of boys.

For developing Asia as a whole, 1.7 billion people (45% of 
the population) lack access to sanitation and 680 million 
are without access to electricity.

A recent Asian Development Bank (ADB) study cites 
three forces behind this rising inequality: new technology, 
globalisation, and market-oriented reform–ironically, they 
are also the primary drivers of Asia’s rapid growth. These 
forces have created enormous economic opportunities, but 
the opportunities have not been equally shared by all. 

PROMOTING INCLUSIVE GROWTH
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economies, growth would have lifted another 
240 million people out of poverty
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Three groups, in particular, have benefited most. The first 
are the owners of capital, who, as a result of the bias of 
technological progress, have seen their share of national 
income rise while that of labour has fallen. Asia’s large pool 
of available labour has also depressed wage rates relative 
to returns on capital.

The second group is made up of those living in cities 
and near coasts and who have gained greatly from better 
infrastructure and market access. For example, rural-urban 
and interprovincial gaps combined account for 54% of total 
income inequality in China and about 32% in India. And 
finally, better educated graduates make up a third group 
which has managed to increase its income, thereby widening 
the gap relative to those with just a basic education. 

Moreover, the impact of these forces has been compounded 
by various forms of unequal access to opportunity–to earn 
income from labour and to build human capital–caused 
by institutional weaknesses, market distortions and social 
exclusion.

Rising inequality can dampen the poverty-reduction impact 
of economic growth, and weaken the basis of growth. Had 
inequality remained stable in Asian economies, instead of 
increasing, growth would have lifted another 240 million 
people out of poverty between 1990 and 2010. This is 
equivalent to 6.5% of developing Asia’s population in 

2010. High and rising inequality can undermine long-
term growth by wasting human capital, increasing social 
tension, weakening governance and increasing pressure 
for inefficient populist policies. 

Fortunately, Asia’s policymakers are responding to rising 
inequality. More and more countries are placing inclusive 
growth–growth based on equality of opportunity–at the 
heart of their development policy. In an informal survey 
of Asian policymakers carried out by the ADB, more than 
65% of respondents agreed that income inequality in their 
country was high or very high. Almost all reported that 
incomes in their respective countries were becoming more 
unequal. A majority felt that success in reducing poverty 
was not enough to justify widening inequality.

Because the forces behind rising inequality are also 
the engines of productivity and income growth, policy 
options to reverse these trends become more complex. 
A distinction needs to be made between the income 
differences that arise as economies and individuals take 
advantage of opportunities created by new technology, 
trade and efficiency-enhancing reforms, versus those that 
are generated by unequal access to market opportunities 
and public services. The latter require a rigorous policy 
response, especially since they are magnified by the driving 
forces of growth, lead to inefficiency and inequity, and 
undermine sustainability of growth.  

PROMOTING INCLUSIVE GROWTH
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of the disadvantaged, and reduce inequality in human 
capital. This can be achieved without upsetting fiscal 
stability if governments raise more revenue by improving 
tax systems and administration and switching ineffi cient 
general subsidies such as those on fuels to more targeted 
transfers. At the same time, social sector spending should 
be used more effectively and effi ciently, through better 
allocation and by plugging leakages.

Second, the gap between rural and urban areas and across 
provinces must be bridged. Regions lagging behind need 
more and better infrastructure–not just in the form of physical 
connectivity, but also through policies and institutions that 
ease the fl ow of goods and services. Growth centres could 
be developed in lagging regions. Regional inequality in 
China, for example, declined after it introduced its greater 
western development strategy. Barriers to migration from 
poor and rural to more prosperous and urban areas should 
also be removed.

Third, productive and decent jobs are a must for inclusive 
growth. This requires a business environment conducive 
to private investment and a well-balanced composition 
of growth among industry, services and agriculture. 
Also, eliminating distortions that favour capital over 
labour, supporting small and medium-sized enterprises, 
building labour market institutions, and setting up public 
employment schemes as a temporary bridge to address 
pockets of unemployment and underemployment can help 
raise labour incomes.

Finally, measures designed to create more opportunities 
and equalise access to them must be supported by good 
governance in the form of promoting wider participation, 
strengthening rule of law, reducing corruption and 
eliminating social exclusion. 

Asia has enjoyed a remarkable period of growth and poverty 
reduction, but the new realities of technological progress, 
more globally integrated markets and greater market 
orientation are magnifying inequalities in physical and 
human capital. Asian policymakers must redouble their 
efforts to bring opportunities in employment, education, 
health and other key social services to all–thereby making 
growth more inclusive.

Recommended link and reference
www.adb.org

ADB (2012), Asian Development Outlook 2012: Confronting Rising Inequality 
in Asia, Manila

This article was written by M. Kuroda in his capacity of President of the Asian 
Development Bank, from which he resigned in March 2013.

Reducing inequality and making growth more inclusive 
in Asia, therefore, requires the following mutually re-
enforcing policy actions.

First, fi scal policy must play an important role. Spending 
on social sectors–health, education and social protection–
should be increased to build human capacities, especially 

Because the forces behind rising inequality 
are also the engines of productivity and income 
growth, policy options to reverse these trends 
are becoming more complex

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 off ers a unique 

historical perspective of the economic changes OECD 

countries have undergone since 1961.
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Knowledge is growth

The growing awareness that knowledge-based capital 
(KBC) is driving economic growth is prevalent in 
today’s global marketplace. KBC includes a broad 
range of intangible assets, like research, data, 
software and design skills, which capture or express 
human ingenuity. The creation and application of 
knowledge is especially critical to the ability of firms 
and organisations to develop in a competitive global 
economy and to create high-wage employment. 

KBC allows countries and firms to upgrade their comparative 
advantage and position themselves in higher value-added 
industries, activities and segments of the global marketplace. 
Indeed, in global value chains, most of the value of a good 
or service is typically created in upstream activities where 
product design, research and development, and production 
of core components occur, or in the tail-end of downstream 
activities where marketing and branding are applied. 
For example, iPod production in 2006 accounted for  
14,000 jobs inside the United States and 27,000 jobs 
outside. But American workers–those who contributed 
design, software and marketing expertise–earned 
$753 million, nearly twice as much as foreign workers 
who earned $318 million.

Ageing populations and dwindling natural resources mean 
that growth in advanced economies will increasingly depend 
on knowledge-based increases in productivity. Unlike labour, 
natural resources and physical capital, KBC is the only factor 
of production that will not suffer from scarcity.

In many OECD countries, and for many years, business 
investment in KBC has increased faster than investment in 

physical capital such as machinery, equipment and buildings. 
Indeed, in the United Kingdom and the United States, 
investment in KBC now significantly exceeds investment in 
physical capital, and is strongly correlated with productivity 
growth. Both China and Brazil are also making concerted 
efforts to develop KBC to increase productivity and occupy 
higher-value segments in global production chains.

Whole industries are being transformed by KBC. In the 
automotive sector, for instance, it is now estimated that 
90% of new car features such as innovative ignition 
systems, improved fuel injection and safety cameras 
contain a significant software component. Up to 40% of 
all development costs associated with bringing a new model 
to the road can be attributed to electronics and software. It 
is striking that 10 of the largest automotive firms now have 
advanced research centres in Silicon Valley. 

OECD research also shows that countries that invest 
more in KBC are also the best at reallocating resources to 
innovative firms, the main drivers of employment growth 
in OECD economies. As a share of GDP, the United States 
and Sweden invest about twice as much in KBC as Italy 
and Spain, and their patenting firms attract four times as 
much capital.

Technology is both enabling and fuelling the trend 
toward more knowledge-based economies. The growing 
pervasiveness of the Internet means that personal and 

professional activities are increasingly conducted online, 
while new capabilities are simultaneously emerging 
to capture, analyse and store these interactions. The 
explosive growth of mobile networks, cloud computing 
and smart information and communications technology 
(ICT) applications (ie sensors and machine-to-machine 
communication) enables vast fields of information–loosely 
referred to as “big data”–to be processed, shared and 
transferred across the globe. These data are like raw material 
for innovative firms and forward-thinking governments, 
enabling significant value creation, social benefits and 
productivity gains.
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The rise of KBC will require that policymakers update old 
policy frameworks better suited for a world in which physical 
capital had primacy. For example, years ago, intellectual 
property rights (IPR) were seen as a rather narrow and 
specialised policy area of particular importance to only a few 
sectors. But as we evolve into knowledge-based economies, 
copyrights, patents and trademarks are playing a growing 
role in protecting intellectual property and preserving 
economic investment. The recent smartphone patent wars 
between Apple and Samsung may be the most visible sign 

of this development. As always, policymakers must ensure 
that IPR systems keep pace with technological change and 
continue to facilitate innovation and competition. 

A word of caution is in order. The changes associated 
with KBC represent important opportunities to boost 
productivity. But they also come at a time of considerable 
structural change induced by the crisis and could, at least in 
the short run, further exacerbate issues of unemployment 

Business investment in knowledge-based 
capital and physical capital, as % of GDP (2009)

Source: Joint Database on Intangibles for European 
Policymaking, based on the data from INNODRIVE, COINVEST 
and the Conference Board, www.intan-invest.net (2012)

G
re

ec
e

Ita
ly

S
p

ai
n

Ire
la

nd

A
us

tr
ia

G
er

m
an

y

Fr
an

ce

FI
nl

an
d

N
et

he
rla

nd
s

D
en

m
ar

k

B
el

gi
um

S
w

ed
en

U
ni

te
d

 K
in

gd
om

U
ni

te
d

 S
ta

te
s

%

20

15

10

5

0

Knowledge-based capital    Physical capital 

and inequality. The rise of KBC, for example, may involve 
technologies that displace human labour, particularly 
labour associated with low-skilled and routine tasks, and 
is prone to winner-takes-all opportunities for a tiny few. 
Future OECD work will address the interplay between 
KBC and income inequality and, more generally, policies 
for inclusive innovation.

The message remains clear: to promote long-term growth 
and the jobs of tomorrow, governments must ensure a policy 
framework that helps businesses invest in KBC.

Recommended links
www.oecd.org/sti
http://oe.cd/kbc 

Entire industries are being transformed 
by knowledge-based capital

Innovation–building on human knowledge–is 
booming, changing the way business invests and 
grows. As coal drove the last industrial revolution, 
software, databases, research and development, 
designs, new business models, and the skills people 
bring to an organisation are driving revolutionary 
changes today.

For example, investment and growth in OECD 
economies is increasingly driven by intangible or 
knowledge-based capital (KBC). In many OECD 
countries, firms now invest as much, or more, in KBC 
as they do in physical capital such as machinery, 
equipment and buildings. This shift reflects a variety 
of long-term economic and institutional 
transformations in OECD economies.

The rise of KBC creates new challenges for 
policymakers, for business and for the ways in which 

economic activity is measured. Many policy 
frameworks and institutions are still best suited to a 
world in which physical capital drove growth. New 
thinking is needed in many fields–from tax and 
competition policies to corporate reporting and 
intellectual property rights.

Innovation and new
sources of growth

For more information on innovation and new sources 
of growth, see this video at
www.oecd.org/newsroom/photosandvideos
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Making labour markets inclusive

In this time of chronic unemployment, it is all too easy 
to lose sight of the single greatest trend underlying 
the long-term labour market: the demographic time 
bomb in the developed world. Indeed, the defining 
employment challenge of the future will be not the 
surplus, but the shortage, of appropriate labour.

In the US, 25 million extra workers will be needed by 2030 
to sustain economic growth. In Europe, we are looking at 
a potential shortfall of around 35 million workers–15% of 
total labour demand–by 2050. On top of that we will see a 
serious decrease in the number of jobs in the mid-skilled 
labour segment, the so-called “squeezed middle”, by 2020. 
Labour shortages and surpluses of this magnitude will 
obviously have drastic consequences for growth; when 
considered alongside the public welfare costs of an ageing 
population, they begin to look like a sure-fire recipe for 
economic disaster.

Clearly, labour markets will need to adapt significantly 
if economies are to remain competitive. Pension reform 
is inevitable, and labour migration and real productivity 
rates will almost certainly need to be increased in order to 
reduce labour demand. But there is a further key piece of 
the puzzle requiring urgent and concerted attention: the 
need for a more inclusive labour market.

An inclusive labour market is a labour market that allows 
and encourages all people of working age to participate in 
paid work and provides a framework for their development. 
At present, groups such as women, young people, older 
workers and low-skilled workers remain underemployed 

PROMOTING INCLUSIVE GROWTH

in many sectors and economies. The goal, therefore, is 
to effectively mobilise the talents and resources of these 
underutilised groups so that they can participate in and 
benefit from the driving of economic growth. Building 
a more inclusive labour market is a key objective of the 
European Commission’s Europe 2020 Strategy to increase 
workforce participation. Its “inclusive, smart and sustainable” 
growth targets include reducing school dropout rates from 
13.5% today to below 10% and increasing tertiary education 
completion rates to 40% among people aged 30–34, from 
the current 34.6%. The target is to increase the employment 
rate of people aged 20-64 from the current 68.6% to 75% 
by 2020.

Increased participation in itself, however, is not enough 
to ensure inclusive and sustainable growth. After all, an 
abundance of workers is of little consequence if they lack 
the high-level, sector-specific skills increasingly required 
by employers. As our 2012 research report Into the gap: 
exploring skills and mismatches found, qualitative mismatches 
in skills and educational levels abound in today’s globalised 
and constantly changing world, even with the present 
high rates of unemployment. Moving towards 2020, 
both Europe and the US will face increasing shortages 
of highly skilled labour, particularly in the healthcare, 
science, engineering, construction, business services, 
and trade and repair industries. Meanwhile, for the bulk 
of the 45 million people entering the global job market 
each year–many of them low-skilled and from developing 
nations–employability will continue to be a huge problem. 
Workers from declining traditional industries, such as 
manufacturing and agriculture, face similar employability 
hurdles in transitioning to skill-intensive emerging sectors 
such as IT and business services.

Obviously, this substantial qualitative mismatch of labour 
supply and demand is a tremendous waste of human resources, 
and a formidable barrier to truly inclusive growth. To drive 
sustainable economic growth, therefore, we need to bridge 
both the quantitative and the qualitative employment gaps. 
This calls for more than just increased participation–it requires 
enhanced participation, which makes the most effective and 
appropriate use of all of our diverse labour resources.
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As the world’s second-biggest human resource services 
provider, with 4 700 locations, 28 700 corporate employees and  
576 000 flex workers per day across 40 countries, Randstad 
is intimately acquainted with the growing disparity in labour 
supply and demand. Together with our partners at the University 
of Amsterdam/SEO Economic Research, we’ve conducted a 
range of in-depth studies into just this issue.

Our latest study, Into the gap, complements our two 
previous studies, Mind the gap and Bridging the gap, by 
investigating the extent, nature and causes of present–and 
future–qualitative and quantitative labour mismatches. This 
research indicates a number of barriers to more inclusive 
and effective mobilisation of labour resources, including 
the availability of information about jobs and jobseekers; 
the attitudes of employers and jobseekers; working life 
issues, such as working conditions and work-life balance; 
and mismatches between training and education and 
labour market needs.

Overcoming these barriers and enhancing participation 
therefore requires a multipronged approach. In addition to 
improving recruitment methods, reforming education and 
training, and encouraging more socially inclusive attitudes 
in the world of work, it is vital that we increase employment 

growth to be inclusive and sustainable, therefore, labour 
market reform must strike the right balance between 
increased employment flexibility and increased income 
security–the “flexicurity” concept.

Bridging the employment gaps of the future will require both 
structural reform and social investment. Educational and 
training provisions–including lifelong learning programs–
are needed to address skills mismatches and to counter the 
looming shortage of highly skilled workers. In addition, 
we need to take a fresh look at labour market policies, 
including wage subsidies, employment protection regulation, 
unemployment benefit schemes and pension schemes–
especially where they concern currently underemployed 
groups. Particular attention should be paid to the special 
role that modern labour relationships, such as temporary 
agency work, part-time work and self-employment, can 
play in stimulating job creation, increasing workforce 
participation, easing work-life balance and facilitating 
job-to-job mobility.

As a leading international staffing company, Randstad will 
have an important role to play in enabling this enhanced 
workforce participation and decreasing skills mismatches. 
Temporary agency work gives employers the flexibility to 
adapt quickly to changing market conditions–indeed, as 
the Ciett report Adapting to change revealed, companies 
that use agency work have tended to accelerate faster out 
of the economic crisis. It also gives workers the flexibility 
they need to balance work and family life, and can be an 
important stepping stone to greater workforce participation 
for chronically underemployed or inactive members of the 
labour market. Furthermore, by investing in training and 
improving the flow of employment information, Randstad 
can act as a transition manager, easing the education-to-
work, unemployment-to-work and job-to-job transitions 
that increase workforce participation and reduce skills 
mismatches. And as labour market experts, we already 
actively contribute to national programmes on inclusion 
issues such as active ageing, gender equality and integration 
of disabled workers.

Meeting the employment challenges of the future will 
undoubtedly be a difficult task, but in line with our mission 
of “shaping the world of work”, Randstad is poised to be a 
valuable partner in the journey towards a more inclusive, 
flexible and well-functioning labour market.

Recommended links
www.randstad.com
www.oecd.org/employment

flexibility and mobility. Greater labour market flexibility will 
encourage more inclusive labour force participation, while 
high mobility between jobs, sectors and countries will lead to 
fewer unfilled vacancies and better matches between workers 
and jobs. On the other hand, research strongly indicates that 
the countries that have fared best throughout the financial 
crisis are those that balance flexibility in response to shocks 
and structural change with work security measures. For 

The countries that have fared best throughout 
the financial crisis are those that balance 
flexibility with work security measures

PROMOTING INCLUSIVE GROWTH
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on the individual’s lifetime earnings and presents a huge 
economic cost in lost potential. Moreover, with constrained 
budgets employers are less likely to take a chance on young 
people. Increasingly, they want more than just a high-school 
or university diploma. They also want to know that young 
people are ready to work from day one, with a combination 
of soft skills and industry-specific hard skills. 

Internships provide these skills. Less tangibly, an internship 
on a CV “signals” work readiness in much the same way a 
university degree signals a level of intelligence.  As a result, 
employers will either directly recruit full-time employees 

Ben Lyons
Co-Director 
Intern Aware

Interns are workers, too

Everyone loses from unpaid internships–young people, 
society, even businesses. Companies that expect young 
people to work without pay are excluding graduates 
and school-leavers whose parents can’t afford to 
support them. They’re also shrinking the size of 
their potential talent pool and failing to develop a 
potentially valuable recruitment tool.

Every week, young people contact Intern Aware, a campaign 
for fair internships in the United Kingdom, telling us they 
are reconsidering their futures. They worked hard to get 
the qualifications their teachers and parents told them 
they needed to get a job. But now there’s an extra obstacle: 
they must work for free for months on end. In the United 
States, unpaid internships have been a necessity for young 
people for decades, but in most other countries they’re 
a relatively new phenomenon. It is vital that they do not 
become entrenched during the downturn.

The Great Recession has disproportionately affected young 
people. In Europe, jobless rates for people under 25 are at 
worryingly high levels. Over half of young people are now 
out of work in Spain, while in Italy the unemployment 
rate for young people is almost four times that of workers 
aged 25 to 54.

Young people are not just more likely to be unemployed, 
they are also harder hit by the effects of short-term 
unemployment. Without a track record of work to show 
potential employers, it is harder to break into the labour 
market, meaning that the unemployed 21-year-old becomes 
an unemployed 23-year-old. This has a “scarring” effect 
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from their own interns or from among former interns at 
other organisations. The UK’s Commission for Employment 
and Skills has found that employers regard work experience 
as more important than academic achievement. A European 
Commission study on traineeships, citing OECD research, 
reported that study-related work experience increases the 
chance of being employed after graduation by 44%. Given 
the huge demand for every job, many employers do not 
even interview young candidates unless they have extensive 
work experience.

So, internships increase employability. But where they are 
unpaid, they also exacerbate inequality. In the US, it is 
estimated that a third to a half of the country’s 1.5 million 
internships are entirely unpaid. This trend is mirrored 
in Europe, where around half of internships are unpaid, 
according to a European Youth Forum survey. Of the 
remaining paid internships, 45% pay too little to cover 
day-to-day living costs. As such, about three-quarters of 
European interns are not able to make ends meet, and 
two-thirds of them must fund their placements through 
the Bank of Mum and Dad. Young people whose parents 
cannot afford to support their internships face exclusion 
from many careers: a recent British poll found that more 
than two-fifths of young people believe unpaid internships 
act, or have acted, as a major barrier to getting a job. 

Meanwhile, interns are often recruited through closed 
networks rather than on the basis of merit. For example, 
a 2010 survey in Austria found that 57% of students 
obtained their last traineeship through relatives, friends 

Internships have now become too important
to be treated as part of the informal economy
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and acquaintances. In countries where professional jobs 
are concentrated in a few major cities, the problems of cost 
and unfair recruitment are compounded. Young people 
from outside these hubs face major housing expenses that 
cannot be covered from savings or by finding part-time 
work. They are also less likely to have the social capital 
needed to know about the opportunities in the first place. 
As a result, they face unemployment or a skills mismatch, 
which can damage graduates’ employability if they wind 
up doing nongraduate jobs. 

Moreover, unpaid internships are distorting the overall 
labour market. Because of the ready supply of unpaid young 
people, some employers are hiring fewer paid employees. 
In smaller companies, lower-skilled administrative staff are 
being replaced by a seemingly endless supply of unpaid 21-
year-olds. Conversely, in many offices, the only difference 
between people doing identical work is a title. Some are 
called staff and receive a wage; some are called interns and 
receive nothing. In Germany, for example, 81% of trainees 
stated that they were assigned tasks normally performed 
by regular staff.

Internships have now become too important to be treated 
as part of the informal economy. They need to be taken 
seriously–not least by employers. If nothing else, a company 

that refuses to pay interns needs to realise the damage it 
risks doing to its reputation. More importantly, it needs to 
realise what it’s missing out on.

Employers that put fair internship schemes at the heart 
of their recruitment strategies cut their costs and gain 
flexibility. By having the chance to trial young people for 
a few months, employers gain a better understanding of 
their long-term potential. If they do offer a permanent 
post to an intern, they’re more likely to be hiring someone 
who–because they already know the company–is unlikely to 
leave after just a few months. And, crucially, by paying interns 
and recruiting on the basis of merit, employers can attract 
more talented people. Many businesses already recognise this. 
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Employers that put fair internship schemes 
at the heart of their recruitment strategies cut 
their costs and gain flexibility

Unhappy interns
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Liz Bingham, managing partner for people at professional 
services fi rm Ernst & Young, has stated that “internships 
are jobs and should be treated as such”, in part to ensure 
the hiring of the best people from all backgrounds. 

For governments, there are broad principles that can be 
applied. First, where unpaid internships are illegal, the 
law should be enforced. In the UK, where Intern Aware 
operates, most interns are legally “workers”, because they 
are expected to work set hours, perform set tasks and 
contribute value to their employers. But because these 
laws often aren’t enforced, we now have to provide legal 
services to unpaid interns to help them claim wages they 
are owed. In many countries, interns lack employment 
rights. Here, a new “intern” employment category should 
be created, such as the French stagiaire, to give interns 
formal contracts, including the right to a wage.

Second, governments and employer organisations should 
work together to codify what a good internship looks like. 

Employers that offer high-quality and fair internships should 
be allowed to advertise these positions on government 
websites and receive government subsidies, such as tax 
exemptions. Wage subsidies for training schemes are 
relatively common, but this mix of business-government 
collaboration and government fi nancial support would 
incentivise good practice at low cost to all. 

Promoting fair internships ensures that young people 
can develop the skills they need to get jobs in a tough 
labour market. Our economies will be weaker and our 
societies more divided if the next generation of business 
and government leaders are not the most talented, but 
rather those who could afford to work for free and had 
well-connected parents in 2013. 

Recommended link
www.internaware.org

OECD Observer celebrates 50 

No 293 Q4 2012 www.oecdobserver.org

Norway’s gender experienceEuro area: Why solidarity matters
Israel’s progress report

Special focus: Policy in the Information World

Happy birthday, 
OECD Observer! 
The Rolling Stones aren’t 
the only ones celebrating
50 years

November 2012 marked the 50th anniversary 
of the OECD Observer, an award-winning public 
magazine which addresses the policy challenges 
of our times. 

Flicking through the issues, from 1962 to today, 
is like taking a trip through modern history. Benefi t 
from our special 50th anniversary subscription 
rates at www.oecdbookshop.org

The complete archives of the OECD Observer will 
be available in 2013.
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In addition to this, we ignore the fact that young people 
don’t just need jobs, but quality jobs that meet their needs. 
Creating labour conditions where overqualified employees 
work for little pay in low-skilled jobs is not a sensible answer. 
This is important because, among young people who do 
find work, a shocking number of them are classed among 
the working poor–some estimate that there may be more 
young working poor than young unemployed. Earning too 
little to maintain oneself or others, less than a living wage, 
is reminiscent of a bygone era. Unsurprisingly, it’s a source 
of immense frustration and resentment.

In the short term, the exclusion of young people from 
the labour market affects both individuals and societies 
tremendously. Perhaps most importantly, it delays the onset 

Monika Kosinska
Secretary-General
European Public  
Health Alliance

Give youth a chance

Young people are being excluded from economic 
life by a combination of joblessness and barriers 
to the creation of start-ups. Unleashing the energy, 
entrepreneurial spirit and technological genius of 
the young is not just a moral imperative, but an 
economic necessity.

We are at a crisis point in relation to the world’s young 
people. According to the International Labour Organisation, 
global youth unemployment stands at 12.9%. And in the 
world’s largest economies, OECD figures show that it’s an 
average of just above 16%, with youth employment falling 
7 points from where it was before the crisis. Arguably, this 
is one of our biggest failures since the downturn began–we 
are unable, or politically unwilling, to ensure that young 
people participate meaningfully in the economy. This failure 
threatens not only the global economic system, but also 
the cohesion of our societies. 

Young people today are entering the most difficult labour 
market in decades, with potentially tragic consequences 
for their lives and futures. We are not just talking about 
a delay in finding meaningful employment–some of this 
generation will never make it onto the career ladder. Those 
who do manage to find work after being unemployed will 
earn around 8% less and suffer weaker career progression 
across their whole working lives than peers who enter 
the workforce directly. Again, a policy failure within our 
societies: once a gap emerges, it tends to be persistent and 
difficult to close, thus fuelling a persistent cycle of poverty 
and inequality. 

©
 D

R

of key steps into adulthood, such as living independently, 
marrying or moving in with a partner, and starting a 
family. These are not just soft, social milestones–they are 
fundamental to health and well-being, and in themselves go 
quite some way to preventing mental health problems and 
exclusion. At a societal level, disenfranchised, excluded and 
hopeless young people contribute to unrest, crime, instability 
and a loss of faith in the ability of the “establishment” to 
recognise and provide for all our needs. 

Over the long term, this early-career exclusion becomes 
endemic and structural. Lower income and employment 
status increase the likelihood of poor lifestyle behaviours 
and consequent illness, including diabetes and heart disease. 
Broader social-economic factors also kick in, reducing not 
only the health prospects and productivity of this generation 
of young people, but also, eventually, those of its children. 

It’s a disaster in the making, not just for the individuals 
affected, but for society in general.

This is the hard vision of the future facing young people 
today. And it is made even harder when set against the 
opportunity enjoyed by previous generations. The baby 
boomers were born into an unprecedented period of peace 
with free and widespread education. They entered a labour 
market filled with job opportunities, where a single income 
could support an entire family. They made small fortunes 

Young people today are entering the most 
difficult labour market in decades
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on their houses. And, having enjoyed mostly free access to 
rapidly improving healthcare, they are now preparing for 
an extended retirement on a healthy pension. 

To younger generations, it seems extraordinary that this 
generation, which seems to have gained so much, is leaving 
behind so little. This same generation has overseen the 
greatest exploitation of natural resources in modern 
history, but has never taken the political and economic 
decisions to ensure that the planet can sustain future 
generations. Its period of stewardship has ensured that 
those who are leaving the marketplace now will do so 
mostly in comfort and with extended years of life, while 
the generations behind must deal with the environmental 

“omnishambles”–unprecedented and unsustainable debt, 
an ageing population, and few economic prospects. It’s 
quite a way to leave the party. 

In this context, not addressing youth unemployment 
effectively, immediately and with full attention seems to 
be not only economic folly, but moral bankruptcy. When 
we talk about intergenerational solidarity, we must ensure 
that today’s young people can look to their futures with 
hope and expectation. Indeed, many countries have already 
started to recognise the need to address this problem and 
the importance attached to it by voters. 

The recommendations from the OECD and other 
international organisations are not rocket science: the 
textbook response is to build sufficient demand at the 
level of the economy, coupled with policies that specifically 
target the under-25s. Businesses complain that unfriendly 
business ecosystems of regulation and taxation stifle their 
ability to invest in younger employees. Some companies 
are announcing apprentice schemes, and Germany–which 
has enjoyed great success in keeping young people in 
employment–is being hailed by some as a model.

But, more importantly, I would argue that business start-up 
regulations and young people’s poor access to loans are 
crucial barriers to what could be a font of innovation and 
entrepreneurship. The economic and societal potential in 
this well-educated generation of young people is enormous. 

They are ideally placed to capitalise on the explosion of new 
technologies and greater global interconnectivity, and are 
already using these technologies to reshape our societies 
and democracies. 

We need to ensure that resources, funding and regulation 
are appropriate to allow this generation to help itself. 
Unfortunately, and despite good intentions, much of what 
could help to create more successful young entrepreneurs–
such as loans, research funding, start-up schemes, and 
sometimes procurement and other systemic fiscal or 
regulatory barriers–seems to favour large, established 
corporations and institutions, not newcomers. We are 
stifling the lifeblood of our economies, and this urgently 
needs review and reform. 

At the heart of this economic problem is a looming human 
tragedy. We cannot allow ourselves to let down a generation 
that was born at the wrong time. Simplifying access to 
start-up opportunities and fostering entrepreneurship is 
essential and cost-effective. It’s high time that the generation 
at the top turned political rhetoric and policy aspiration 
into the energy and decisive action needed to create the 
conditions for change, leading us from a “lost” to a “found” 
generation.

Recommended link
www.epha.org
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Not addressing youth unemployment 
effectively seems to be not only economic folly, 
but moral bankruptcy



R E TA I L  B A N K I N G
C O R P O R AT E  &  I N V E S T M E N T  B A N K I N G

S P E C I A L I S E D  F I N A N C I A L  S E R V I C E S  &  I N S U R A N C E
P R I VAT E  B A N K I N G ,

G L O B A L  I N V E S T M E N T  M A N A G E M E N T  &  S E R V I C E S

O N E  B A N K .
3 3  M I L L I O N  C L I E N T S .

O N E  T E A M  S P I R I T.

Societe Generale is authorised and regulated by the French Autorité de Contrôle Prudentiel and Autorité des Marchés Financiers. This material has been prepared 
solely for information purposes and does not constitute an of fer to enter into a contract. Not all products and services of fered by Societe Generale are available 
in all jurisdictions. Please contact your local of f ice for any fur ther information.  © 2011 Societe Generale Group and its af f i l iates © GettyImages – FRED&FARID

UNIVERSAL BANK

215806.indd   2 30/11/11   15:53



OECD Yearbook 2013 © OECD 2013          39

©
 O

EC
D

where the financial advantage for highly educated workers 
is around three times that, on average, for workers with 
higher education degrees in OECD countries. 

So, acquiring advanced skills offers a clear advantage. But not 
everyone can do so. It is deeply troubling that young people 
from disadvantaged families are greatly under-represented 
in third-level education. On average across OECD countries, 
the proportion of young people from such families who 
complete higher education is only around half as high as it 
would be if student numbers reflected the social makeup of 
the wider population. And this is just the average; in some 

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

Education for all  

Young people from poorer families are badly under-
represented in higher education. That risks exposing 
them to a lifetime of reduced earnings and undermines 
the foundations of wider economic growth. What 
can be done? Economically disadvantaged students 
benefit from a mix of grants and loans in third-level 
education, but they also need better support from 
the earliest years of their school careers.

The Great Recession showed clearly that no social group 
or country is totally immune from the impact of a major 
economic slowdown, no matter how high its levels of 
education. But it also showed that, even in times of economic 
crisis, high skill levels offer some of the best protection for 
both economies and individuals. 

At the most basic level, it’s clear that having a higher level of 
education helped people to keep or change their jobs during 
the recession. For instance, between 2008 and 2010, the 
early years of the downturn, overall unemployment rates 
in the OECD area jumped from an already high 8.8% to 
12.5% for people without an upper secondary education, 
and from 4.9% to 7.6% for people with upper secondary 
education. By contrast, unemployment rates for people 
with higher education remained well below 5%. 

Similarly, OECD data show that the already wide gap 
in earnings between people with higher education and 
those with lower levels actually grew during the global 
recession. And this phenomenon is no longer seen only 
in the industrialised world. In fact, the greatest earnings 
premium on higher education is now found in Brazil, 

countries the odds are as low as around a fifth. Conversely, 
a young person with at least one parent who has earned a 
degree is, on average, almost twice as likely to be in higher 
education compared with the proportion of these families 
in the population. 

High tuition fees can make it particularly difficult for 
disadvantaged students to go to university, which raises the 
question of how best to support such students–free tuition, 
loans, grants or a mixture of the three? Before trying to 
answer that question, we need to look at the evolving roles 
of public and private funding in higher education. 

Over the past decade, the share of household spending on 
higher education institutions has more than doubled in 
the OECD area, but this has not been accompanied by a 
fall in state spending. Indeed, no OECD country has seen 
a decline in public financing for higher education since 
2000. What’s happening in effect is that more private 
money is allowing more places to be made available to 
more students for better higher education. In other words, 
we need to weigh the barriers to education created by the 
financial burden on the individual against the barriers 
created by squeezed public financing, which risks limiting 
the expansion of higher education.

That may explain why OECD data show no cross-country 
relationship between levels of tuition fees and the 
participation of disadvantaged youth in higher education. 

PROMOTING INCLUSIVE GROWTH

The already wide gap in earnings between 
people with higher education and those 
with lower levels actually grew during the 
global recession
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Some countries have high tuition fees, but still manage to 
provide a large share of disadvantaged youth with access 
to higher education; others have no tuition fees, but offer 
few opportunities for disadvantaged youth to obtain one 
of the limited places in university. 

So how can countries leverage tuition to open up educational 
opportunities to more students while not erecting barriers? 
The data show that neither governments that regard tertiary 
education mainly as a private good, nor students who are 
calling for abandoning tuition fees, have got this right. 
Instead, those countries that share the costs of higher 
education between students and taxpayers in line with 
their respective benefits are most effective. 

OECD data show that tertiary education creates large social 
benefits in the form of economic growth, social cohesion and 
citizenship values that justify public investment. Equally, in 

light of the very significant–and growing–private benefits 
of tertiary qualifications, individual graduates should be 
expected to bear some of the cost, too. The case for cost-
sharing is strongest when tight public budgets would 

otherwise lead to cuts in the number of tertiary students, 
a decline in the quality of instruction, or a decrease in the 
resources available to support disadvantaged students. 
Cost-sharing allows systems to continue to expand with 
no apparent sacrifice of instructional quality, and makes 
institutions more responsive to student needs. Institutions 
also become less reliant on taxpayers’ money and are 
able, within certain limits, to raise their own funds. The 
savings from these kinds of arrangements can be used to 
broaden access to tertiary education by expanding student 
support systems. 

All things in moderation, however. Countries that rely solely 
on the market to determine the cost of higher education, 
such as the United States, often see tuition fees rise to 
such stratospheric levels that higher education becomes 
inaccessible to many prospective students. And that, in turn, 
undermines these countries’ own intentions of raising the 
level of their populations’ educational attainment. Thus, 
there is a case to be made for fee-stabilisation policies that 
contain costs. 

But beyond that, the most crucial ingredient for success is 
an effective system of student support. This is best based on 
a universal, income-contingent loan system complemented 
with a means-tested grants scheme. The loans help students 
pay for their education during the years they are studying 
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Countries that rely solely on the market to 
determine the cost of higher education often 
see tuition fees rise to stratospheric levels
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and, if the loans are income-contingent, reflect students’ 
ability to repay the loan after graduating. Because they 
are progressive, the loans offer lower public subsidies to 
graduates with higher private returns on their investment 
in education. Means-tested grants promote access to higher 
education among more vulnerable groups, including young 
people who simply do not have good information about 
the benefits of a tertiary education. These grants can be 
linked to satisfactory progress, such as completion of a 
specified number of credits; but they are most effective 
when, together with loans, they cover all tuition and living 
costs for prospective students who would otherwise have 
to forgo higher education. 

Yet even the most sophisticated approach to financing 
tertiary education offers no guarantee of equitable outcomes. 
New OECD data show why. In short, the problems facing 
students from disadvantaged backgrounds begin long 
before the years of higher education. The impact of socio-
economic background on 15-year-old students’ performance 
in 2000, as measured by the OECD’s Programme for 
International Student Assessment (PISA), explained 37% 
of the difference, between countries, in the proportion of 
students from families with low levels of education who 

were enrolled in higher education nine years later. In other 
words, countries that are unable to mitigate the impact 
of socio-economic background on student performance 
during compulsory education are unlikely to solve that 
problem in higher education. 

But here, too, countries as different as Finland in Europe, 
Canada in North America, or Japan and Korea in Asia, 
show that this can be done. Others show that it doesn’t take 
decades to achieve significant progress: a major overhaul 
of Poland’s school system helped to dramatically reduce 
differences in performance among schools, turning around 
the lowest-performing schools, and raising overall outcomes 
by more than half a school year, all in just six years. Portugal 
was able to consolidate its fragmented school system and 
improve both overall performance and equity; so did 
Germany and Hungary. Their success should encourage 
us to believe that well-thought-out reforms really can help 
to open wider the doors of education. 

Recommended link
www.oecd.org/education

In this video, Andreas Schleicher, OECD Deputy 
Director for Education, speaks about the key 
findings of this year’s OECD Education at a 
Glance. He says education spending is rising but 
access to higher education remains unequal in 
most countries. Governments should increase 
investment in early childhood programmes and 
maintain reasonable costs for higher education, 
in order to reduce inequality, boost social mobility 
and improve people’s employment prospects.

Find out more by watching OECD 
Education at a Glance 2012 at 
www.oecd.org/newsroom/photosandvideos

OECD Education 
at a Glance 
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depends upon the efficient functioning of these sectors. In 
short, if human capital is to be developed, policy measures 
should address both financial and structural issues. 

All this carries two sets of consequences: the first is that a 
way must be found to allocate additional budget resources. 
Compared with the average OECD country, Russia currently 
spends 1.5 to 3 times less on education and 3 to 4 times 
less on healthcare as a percentage of GDP. The second is 
that there is a real need for structural reforms. The quality 
of education and medical services depends not so much 
on the level of employee salaries, but rather on making 
improvements in how those systems operate. 

Financial measures and structural reforms should not be 
implemented separately; it would be politically dangerous 
and economically inefficient to do one while ignoring the 
other. Above all, funding should come only once institutional 
reforms have been implemented. 

In thinking about structural reforms, we need to understand 
the nature and function of the institutions that deliver 
services in this area in contemporary post-industrial societies. 
Five elements, in particular, are worth considering:  

First, services need to adopt a “lifelong” perspective. In the 
past, education was mostly for the young and healthcare 
catered only for the ill. Nowadays, people study and see their 
doctors throughout their entire lives. Our understanding 

Vladimir Mau
Rector, Russian 
Presidential Academy 
of National Economy 
and Public Administration

Russia’s human capital challenge

To pursue economic growth, Russia must develop its 
human capital, which requires structural reforms in 
education, healthcare and pensions. These, in turn, 
must respond to major trends in service provision, 
including the increasing role of individual choice, the 
need to deliver lifelong learning and healthcare, and 
the risk that Russians will increasingly buy services 
abroad, rather than work to develop their own national 
systems. 

Russians have now reached a consensus on the crucial 
importance of developing their country’s human capital–
the skills, education, health and overall capacity of the 
individual. This, of course, is a challenge for all relatively 
developed countries, and to date, none has fully succeeded 
in developing a response that meets all its needs. 

According to the traditional industrial model, the sectors 
most relevant to the development of human capital belong to 
the social sphere. In reality, in modern developed countries 
they also carry fiscal and political implications. Unlike in 
previous centuries, education, healthcare, and pension 
systems now involve the entire population, if only as 
taxpayers and consumers. 

The demographic crisis has added to the complexity of 
this situation. Funding the development of these sectors 
has become a dilemma for national budgets and can 
undermine the financial stability of any developed country. 
Furthermore, funding has to be long-term, which has 
significant implications for any country’s investment 
resources. Finally, the political and social stability of societies 
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of work and of pensions is also undergoing a fundamental 
change: heavy industry is yielding in importance to the 
services sector, which means we need to rethink our 
understanding of pensions and the age at which work 
should end.

Second, services will in the future be increasingly “individualised”, 
meaning that people will choose their own paths in education 
and healthcare from a range of service options. This is true, 
too, regarding pensions: it is already evident that the 
retirement age is increasingly a matter of personal choice. 
The consequence for the pension system is that systems 
for supporting older age groups must be diversified.

PROMOTING INCLUSIVE GROWTH

If human capital is to be developed, policy 
measures should address both financial and 
structural issues
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Third, services are becoming increasingly internationalised. 
Schools and hospitals face not only competition in their 
own neighbourhoods, but also throughout the country and 
globally. Of course, this degree of choice is not available to 
everyone. Yet as living standards improve and the real cost 
of these services falls–along with the cost of travel–more 
and more people will have these choices. Opportunities 
for building up savings in a global financial system will 
also mean that pensioners will be less and less dependent 
upon the pension system of their own country.

Fourth, the role of private spending in developing human 
capital is growing: this is a logical development from the first 
three trends, which all point to a growth in opportunities for 

countries. The fact of the matter is that an advanced system 
of education or healthcare can only be created on the back 
of a demand for high-quality services. This is how these 
sectors developed until recently. However, the explosive 
development of communications and transportation systems 
has caused a steep reduction in the transaction costs of 
switching from a national system of service delivery to a 
global system. It is now much easier than it was 20 years 
ago to enrol in any university or to receive health treatment 
in any clinic throughout the world. This costs money, but 
as the economy grows, the disposable income of Russian 
citizens will also grow, and as experience shows, Russians 
are prepared to invest in themselves–namely in their 
education and healthcare.

Of course, if those who can pay for high-quality services 
turn mainly to overseas suppliers, then Russia will be 
deprived of opportunities to improve its own services. This 
will thus limit the demand for high-quality education and 
healthcare and, inevitably, the supply. This is the major 
strategic challenge for human capital development and 
the principal challenge facing the overall modernisation 
of Russia. 

The development of human potential is now a national 
priority. However, Russia will not realise its human potential 
simply by increasing funding for education, health and 
pensions. Instead, it is only through structural reforms in 
these sectors that Russia will meet the needs and challenges 
of the 21st century. 

Recommended link 
www.rane.ru/homepage.html

A version of this article �rst appeared in Voprosy Ekonomiki.

As information, communication and 
transportation technologies continue to develop, 
traditional forms of healthcare and education 
are withering away

people to purchase the services they need. This means that 
the role and importance of individual demand will increase, 
eventually overtaking the volume of state expenditures in 
the relevant sectors. The increase in private expenditures is 
also associated with the fact that further increases in public 
expenditures became impossible towards the end of the 
20th century: no increase in taxation was possible, while 
the public’s demand for social services continued–and still 
continues–to increase.

Finally, new technologies are radically transforming the 
nature of service delivery. As information, communication and 
transportation technologies continue to develop, traditional 
forms of healthcare and education are withering away. 

Ignoring these trends creates a risk that Russia will continue 
to lag behind–or even further behind–other developed 
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If your parents didn’t go to university, 

it’s unlikely you will. Across the OECD,

just one in five people with parents 

who have low levels of education 

manage to earn a university degree. 

Such inequalities in education are bad 

for individuals, but they’re also bad for 

economies, robbing them of the skills 

they need to promote growth and 

overcome inequality.

Who goes to college?

In a country with odds of 100%,
the children of parents with 
low levels of education would
be as well-represented in tertiary 
education as those whose 
parents are tertiary graduates. 

So, in countries with scores closer to 100%, young people 
from low-education families are proportionally more likely to 
make it to tertiary education. 

Note: Odds for Australia, Canada, New Zealand and the United States may 
be understated. See source.

Source: Education at a Glance 2012 (OECD)

StatLink:  http://dx.doi.org/10.1787/888932661934
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Source: Education at a Glance 2012 (OECD)

StatLink: http://dx.doi.org/10.1787/888932664993
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In OECD countries, 
only just over a third
of young people
have surpassed 
their parents’ level 
of education.

Women are more 
likely than men to 
surpass their parents’ 
level of education.
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The odds of someone going to 
university if their parents didn’t finish 
high school are highest in Iceland 
and lowest in New Zealand.
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Is it a coincidence that so many extreme weather events 
around the planet seem to be so much in line with what 
scientists warned us would happen as the world gets 
warmer? Surely we do not need to wait for yet more torrential 
floods, storms and devastating droughts to tell us that time 
is running out. Delaying action will only increase costs in 
economic, environmental and social terms.

This is something decision-makers need to grasp now if 
we are to build a more sustainable growth model that has 
resource efficiency and low-carbon development at its core. 
It is essential to prevent climate change from reaching 
dangerous levels. It is also a huge opportunity to boost 
economic growth and get us out of our current crises.

Fixing the climate might be seen as a luxury when jobs are 
scarce, budgets tight and commodity prices rising. But there 
are in fact several very good reasons why we should shift 

Connie Hedegaard
Commissioner for  
Climate Action,  
European Commission

Climate change won’t wait

The European Union may be facing some difficult 
economic challenges, but that’s no excuse for not 
acting now to create an economy based on resource 
efficiency and low-carbon development. The benefits 
are potentially enormous, including lower greenhouse 
gas emissions, more efficient use of energy and 
resources, and rising growth and innovation.

Europe’s economy is slowly starting to emerge from the 
deepest financial and economic crisis in decades, which 
is good news. However, we should be prepared for a slow 
recovery. In part that’s because of the sovereign debt that 
still hangs over most EU member states. It’s also due to a 
less tangible debt: not undertaking structural reforms on 
time. Admittedly, all this makes the reform agenda quite 
a tall order and prompts thinking along the following 
lines: first solve the financial and economic crisis, then the 
social crisis, and perhaps only later the environmental and 
climate crises. But this is wrong. Climate issues will not sit 
by quietly until we have some spare time to address them. 
We can’t afford to build up this new debt while paying back 
the old ones. We must look beyond the short term.

The pace of change evident in nature is alarming. Formerly 
one-off weather events are becoming the new norm. Each 
year brings a catalogue of new records around the world. 
Last year saw the wettest summer for 100 years in the 
United Kingdom, while India, China and the United States 
experienced their worst droughts in decades. Hurricane 
Sandy, one of the most devastating Atlantic hurricanes on 
record, left a trail of destruction and damage estimated to 
reach $50 billion. 

to a more sustainable economy: we will cut greenhouse 
gas emissions; we will use energy and resources more 
efficiently; we will gain health benefits; and we will trigger 
growth and innovation.

The EU’s bill for crude oil imports in 2012 is expected to 
come to more than $450 billion. Net imports of coal and 
peat to Europe have increased since the beginning of the 
crisis. Increasing the share of renewables will make us less 
dependent on energy imports from outside Europe and 
much less vulnerable to increasing oil prices. By spending 
less on importing fossil fuels, we can free resources to 
invest in the EU.

Solar, wind and biomass technologies in Europe have grown 
impressively. Europe’s renewables sector has added more 
than 300,000 jobs in just five years, and it is estimated 
that meeting our 20% renewables target by 2020 will bring 
417,000 additional jobs. How many other sectors can show 
a net job increase over the last five years?

The European Commission is providing an initial  
€1.2 billion in funding for renewable energy sources projects 
within the EU under the NER300 programme. This will 
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The transition to a low-carbon economy is also 
a huge opportunity to boost economic growth 
and get us out of our current crises
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trigger significant private investment and job creation 
across innovative low-carbon technology industries.

Global investment in renewable energy reached record levels 
in 2011, despite the economic downturn. Total investments 
in renewable power and fuels increased 17% to a record 
$257 billion, a sixfold rise from 2004 and 94% higher than 
in 2007, the year before the global financial crisis began. 
The transition is too slow, but things are moving and new 
markets and job opportunities are there.

The building sector is one area where there is considerable 
scope for energy savings. Buildings account for almost 
40% of the EU’s total energy consumption and 40% of 
its greenhouse gas emissions. And yet 40% of buildings 
in Europe still have single glazing. The recovery of the 
construction sector could be significantly boosted through 
a major effort to accelerate the building of energy-efficient 
homes and renovation of existing ones. And most of the 
new jobs would be local.

So it is not surprising that the “green” sector of the 
economy–along with ICT and health–comes out as one 
of the sectors with the biggest job growth potential in 
Europe this side of 2020.

The vision for green growth is also reflected in the European 
Commission’s proposal that 20% of the 2014-2020 EU 
budget should be climate-related. This means not only 
a stronger focus on climate-related expenditure but also 
integrating climate objectives into other policies such as 
energy, transport and agriculture. Climate issues must be 
brought into all relevant sector policies.

Emissions can be cut without sacrificing the economy: since 
1990, the EU has reduced its greenhouse gas emissions 
by 18%, while our economies have grown by 48%. EU 
manufacturing industry was able to reduce its energy 
intensity by a fifth between 1995 and 2009. Between 2003 
and 2011, the EU attracted 40% of global “green” foreign 
direct investment, while the US brought in only 12% and 
China 7%.

Our key tool for cutting emissions is the European Union 
Emissions Trading System (EU ETS). From 2013 onwards, 
EU governments are expected to receive auctioning revenues 
from the EU ETS, and member states have committed to 
spend half of these revenues on climate action. The current 
crisis is also an opportunity for member states to make their 
tax systems more job–and equity–friendly, especially for 
low-income and vulnerable employees, by shifting taxation 
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to resource use. Surely it is better to tax more of what we 
burn and less of what we earn.

Getting the pricing right is absolutely key to a successful 
and cost-efficient transition. That the world instead last 
year increased fossil fuel subsidies by more than 30% 
to now more than $500 billion is a sad sign that leaders’ 
recognition of the need to tackle climate change is not 
adequately reflected in the actions of governments. One 

operating in Australia, New Zealand and Switzerland, and 
are planned in Canada, China and Korea, and other countries 
are also considering their introduction.

We all know that life is too complex to be described by 
just one variable–be it GDP, employment rates or even 
reductions of a certain pollutant. Despite this, I was recently 
accused of being “anti-capitalist” for arguing in favour 
of going beyond GDP. That is, of course, absurd. This 
discussion is not about capitalism or not. It is not about 
growth or not. It is about what kind of growth we can afford 
in this 21st century. The sooner we realise the imperative for 
making the transition–globally–to more truly sustainable, 
resource-efficient and low-carbon growth, the better.

Recommended link
http://ec.europa.eu/clima 

way of getting the pricing right is indeed through emissions 
trading, an increasingly popular approach around the world. 
Besides the EU ETS, national or regional systems are already 
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The “green” sector of the economy is one of the 
sectors with the biggest job growth potential in 
Europe this side of 2020

Renewable power sources–ranging from 
firewood and wind power to hydropower–
supply less than a tenth of the energy used in 
OECD countries. As of 2011, they accounted for 
8.2% of the zone’s energy supply, up from 4.8%
in 1971. Worldwide, the contribution of renewables 
barely grew over that period, hovering around 
13% of the planet’s energy supply.

The role of renewables varies markedly between 
countries. At one end of the scale, they supply 
84% of Iceland’s energy needs, due in large 

part to the island’s heavy use of geothermal 
power. But in only three other OECD countries–
New Zealand, Norway and Sweden–do they 
account for more than a third of the energy
supply. They also play a substantial role in several 
non-OECD countries, contributing 44% to the 
energy supply in Brazil and 35% in Indonesia.

As the chart shows, solid biofuels, including 
firewood and agricultural and household
waste, are the biggest source of renewable 
energy in OECD countries, followed by 

Rising renewables 
hydropower. Despite their high public profile, 
wind, solar and wave power collectively rank 
only in fourth place as sources of renewable 
energy in OECD countries. Over the past 40 
years, however, they have been the fastest- 
growing renewables, although that mostly 
reflects the fact that their contribution was 
close to zero in 1971. 

See www.oecd.org/greengrowth

Statlink: http://dx.doi.org/10.1787/888932708123   Source: OECD Factbook 2013 – Economic, Environmental and Social Statistics 
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that a lot of economic growth can indeed be delivered, 
especially for the poorest communities, “while ensuring 
that natural assets continue to provide the resources and 
environmental services on which our well-being relies”, as 
the OECD’s Green Growth Strategy puts it.  That’s why 
Greenpeace has worked with business partners to develop 
the Energy [R]evolution scenario, which is built on the idea 
of investing in energy efficiency and renewable energy, 
and not in fossil fuels and nuclear power. Implemented 
globally, the Energy [R]evolution could deliver sustainable 
energy to all, cut emissions by more than 80% by 2050 
and create more jobs. We estimate that governments could 

Kumi Naidoo 
Executive Director
Greenpeace International

Time for an energy [r]evolution

We can’t use terms like “inclusive” and “green” as 
window dressing for the pursuit of economic growth 
as an end in itself. A real and profound change in how 
we think about growth is needed–one that doesn’t let 
special interests get in the way of creating a just, fair 
and sustainable economy with clean energy for all.

No question–we have made some progress since the dark 
days of the Washington Consensus. The World Bank has 
raised the alarm over the difficulty of ending poverty in a 
world that could become 4°C warmer than preindustrial 
levels. And the OECD is now calling for inclusive and green 
growth–an acknowledgement of the need to deliver for all, 
not just the few, and to not exceed planetary boundaries.

Sadly, we are still losing the planet. And this is all happening 
while private and multilateral development banks continue to 
invest in coal-fired power plants, fuelling the very problems 
they so starkly highlight. The OECD’s Green Growth 
Strategy similarly fails to address the planet’s problems 
with sufficient urgency. Climate-damaging emissions in 
2011 reached yet another all-time high. The current model 
of economic growth continues to depend on ever-growing 
levels of material and energy consumption. This is simply 
unsustainable on a planet with finite resources. Humanity’s 
ecological footprint is currently 44% above the planet’s 
capacity to replenish renewable resources and absorb 
pollution and waste. This already has profound social and 
environmental consequences for the livelihoods of millions 
of people and threatens our security and future survival.

We at Greenpeace are excited when economic prosperity 
and protecting the planet go hand in hand. We know 
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help businesses create 3.2 million more jobs by 2030 in 
the power supply sector alone. It could also wean us off oil, 
making expanding the oil frontier to places like the Arctic 
look like the madness it is.

Unlike the OECD, however, we at Greenpeace do not argue 
that everything can be “win-win”. We know, for example, 
that historically, efficiency savings have been eaten up 
by increased consumption. While the OECD’s Green 
Growth Strategy may be a step forward from previous 
OECD strategies, we believe it still fundamentally fails to 
address our problems at the scale and speed needed. One 
key problem, we believe, is that the OECD still reifies 
growth as an end in itself, even though this is the exact 
model that has failed us. 

We need to change our thinking. We need to accept and 
agree firm ecological boundaries within which the economy 
must operate and ensure the fair distribution of available 
resources. Indeed, we need to treat the economy as a 
tool. In a just “green” economy worthy of  the name, the 
economy would be the mechanism we used to deliver 
societal goals–economic growth as an end goal in and of 
itself would be abandoned.

Another thing that urgently needs to be abandoned is 
harmful subsidies. When you are digging a hole for 
yourself, the first step towards the solution is to stop 
digging. The OECD has a long history of calling attention 
to the fact that too much public money is wasted on societal 

In a just “green” economy worthy of the name, 
the economy would be the mechanism we used 
to deliver societal goals
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wrongs, industries or modes of transport that fuel climate 
change or the overexploitation of our seas. However, OECD 
governments have completely failed to lead on eliminating 
harmful subsidies that their own institution calls for. OECD 
countries are spending many times what they have pledged 

to help the poor deal with climate change on lining the 
pockets of the fossil fuel industry, which is already earning 
record profits. Canada, for example, spends eight times 
more on fossil fuel subsidies than on climate finance. This 
is worse than hypocrisy; this is stealing from our future. 
Ending harmful subsidies is one key indicator as to whether 
governments are serious about sustainability or not.  

Talking of indicators–given that governments called for 
better, more effective measurements of wealth both at Rio 
in 1992 and once again at Rio+20–we are disappointed 
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that the OECD’s green growth indicators fail to provide 
the guidance needed. For a start, we believe the OECD 
model does not take into account the full economic and 
environmental costs of inaction. While we acknowledge 
that one single indicator may be difficult to achieve, or 
even unhelpfully abstract, the OECD’s current shopping 
list of about 20 “headline” indicators is clearly insufficient, 
as it fails to rule out what is no longer acceptable–such as 
pursuing nuclear power or continuing to invest in coal. The 
fact that countries like Korea can adopt these indicators 
while expanding expensive, dangerous and unsustainable 
nuclear power is one sign that the indicators are simply 
not telling enough of the story. 

Sustainability is as much about what is no longer acceptable 
as it is about the “green” technologies we need to invest 
in. An economy based on nuclear energy, oil, coal and gas, 
genetic engineering, toxic chemicals, or the overexploitation 
of our forests and seas will never be sustainable or green. It’s 
not enough to know if countries are improving compared 
to the past or not. We need to know if the rate of change 
is fast enough to bring us back to safe levels before it’s too 

An economy based on nuclear energy, oil and 
coal, genetic engineering, toxic chemicals or the 
over-exploitation of our forests and seas will 
never be sustainable or green
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late. Indicators that do not reflect that reality fail to provide 
real guidance on how to achieve economic development 
that does not cost the earth and delivers livelihoods and 
justice for all. 

Moving forward, we must go beyond a black-and-white 
debate on growth. There has to be real meaning to words 
like “inclusive” and “green”. We can’t simply use these words 
as window dressing while simultaneously destroying our 
future. Otherwise, they will become as hated and opposed 
as the Washington Consensus was–and rightly so. 

Some sectors–such as renewables–will need to grow, 
as indeed they are doing today. This is the case in the 
United States, where all the new generating capacity in 
September 2012 was renewable. Meanwhile, many people 
and communities will need more access to resources, land 
and money, especially in developing countries. 

Support to fossil fuels in OECD countries 
by year and type of fuel
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Figures based on an arithmetic sum of individual support measures, including tax relief
Source: http://www.oecd.org/site/tadffss/PolicyBrief2013.pdf

The cost of producing and using fossil fuels–
such as coal and oil–is lower than it should be
in many OECD countries as a result of extensive 
government support. In recent years, the total 
value of such support has run at between $55 
billion and $90 billion annually. As the chart 
shows, most–around two-thirds–of these 
subsidies go towards petroleum, with the rest 
split between coal and natural gas.

Support is delivered in many different ways–
OECD researchers have identified more than 
500 measures in member countries. For example, 
governments may provide tax relief or grants for 
land acquisition to ensure the continuation of fuel 
production, like coal mining or peat harvesting. 
They may also provide tax exemptions to certain 
groups of users, such as farmers.

Support for fossil fuels is usually defended on the 
grounds that energy–and some of the activities 
it enables, such as food production–are of 
national strategic importance. However, the 
environmental argument against support–namely, 
that it effectively encourages the production of 
greenhouse gases–is increasingly recognised 

internationally. And with rising pressure on 
governments to cut spending and raise revenues 
in the wake of the financial crisis, the budgetary 
arguments against fossil fuel support are gaining 
ground, too.

Fuel for reform
Recommended reference

OECD (2013), Inventory of Estimated 
Budgetary Support and Tax Expenditures
for Fossil Fuels 2013

But overall GDP growth must not be a fetish, especially 
not in industrialised countries. Solutions exist and must 
be adopted and accelerated now. Our Energy [R]evolution 
is one revolution governments must not be afraid of. It 
needs to be implemented as a matter of urgency. We have 
no time to lose, and must not allow outdated thinking or 
special interests, like the fossil fuel industry, to stand in the 
way of the inclusion, justice and green jobs we need.

Recommended links and references

Greenpeace Energy [R]evolution: 
www.greenpeace.org/international/en/campaigns/climate-change/energyrevolution/

OECD-IEA fossil fuel subsidies and other support webpage:  
www.oecd.org/site/tadffss/
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dioxide emissions by 2050 if we are to avoid the worst 
impacts, but this will require a radical restructuring of our 
economy away from dependence on oil and gas.

Why is the economic and financial system failing us? In 
spite of these increasingly clear signals, today’s capital 
markets are not currently allocating capital in a way that 
promotes a sustainable economy. Investors rarely incorporate 
sustainable development issues into their valuation work, 
or into the messages that they transmit to the people who 
run the companies for them. There are many reasons for 
this, but three stand out.

First, short-termism–for which the capital markets can be 
fairly criticised. Second, investors don’t always have the 
knowledge and tools needed to ensure that their decisions 
are consistent with long-term sustainability objectives. And, 
third, there is political failure. This essentially boils down 

Peter Madden 
Chief Executive  
Forum for the Future

Jonathon Porritt 
Founder Director  
Forum for the Future

Investing in a sustainable future

Investment strategies almost never consider external 
costs to the environment when calculating potential 
returns. But incorporating environmental risk and 
sustainability into investor mindsets is possible– 
and urgent.

Every day we hear more about the threats to our planet: 
catastrophic climate change, vanishing species, growing 
mountains of waste, and worsening divides between rich  
and poor. There is growing awareness that our global economy 
is environmentally unsustainable. Our prosperity depends 
on a wide range of resources and services supplied by our 
planet: land to feed ourselves, water to drink, minerals for 
our industries, and the humble bee to pollinate our crops.

Most of these resources and environmental services are 
overexploited and underpriced. Often, they are not valued 
at all in today’s economies.

Meanwhile, the economy is not delivering quality of life for 
a huge section of the world’s population: more than a billion 
people are undernourished, lack clean water and live without 
electricity. The global population is expected to grow rapidly 
in the next 30 years, from 6.9 billion in 2010 to 8.8 billion 
in 2040, mostly in developing countries. This growth will 
place even greater pressure on natural resources. 

Climate change compounds these problems, changing 
patterns of rainfall and agriculture, increasing the frequency 
and severity of extreme weather events, and threatening to 
displace millions of people. We need to halve global carbon 
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to global governments and policymakers failing to make 
sustainable development and environmental externalities 
count in corporate finances. 

The difference between short-termism and political 
shortcomings is that the former is a failure by shareholders 
to provide correct incentives, while the latter is a failure by 
governments to ensure that companies pay the full cost of 
their social and environmental externalities.

If the current system is failing humankind–and the planet–
what is the alternative? What might a sustainable economy 
actually look like? And how do you turn sustainability risks 
into opportunities?

Ultimately, an economy is a means to an end, where the 
end is the enhanced well-being of human societies that 
avoids undue pressure on the environment. Continued, but 
sustainable, economic growth must be ultra-low-carbon, 
which will require radical efficiency improvements in how 
we use all our resources.

This will mean major changes in how we invest today. 
By investing wisely and using our power to shape the 
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We need to halve global carbon dioxide 
emissions by 2050 if we are to avoid the 
worst impacts of climate change
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development of capital markets, we, as investors, can help 
create resilient, stable and sustainable economies.

What does this mean in practice? Forum for the Future 
worked with Aviva Investors and the UK government’s 
Technology Strategy Board to calculate the parameters for 
a genuinely sustainable future economy. This “Sustainable 
Economy Framework” defines the characteristics of a 
sustainable economy: one that operates within safe 
environmental limits and enriches people’s lives.

Our framework captures a comprehensive range of 
environmental boundaries and social conditions that 
a sustainable economy must respect. It can be applied 
to any sector or business, and investors can use it as a 
pragmatic guide to analyse the long-term sustainability of 
their investments.

Using the principles of sustainability to guide investment 
makes hard-headed business sense. For example, we have a 

solid foundation in science, which tells us that continuing 
to burn the fossil fuels that exacerbate climate change 
will profoundly disrupt economic activity. The fl oods and 
extreme weather events which we have seen over recent 
years serve as a warning of things to come. 

Some will argue that the goal of a sustainable economy in 
2040 is unrealistic. Undoubtedly, this is a massive challenge. 
But what is striking is that, in principle, it is possible to 
achieve this. It is also clear that the way fi nancial markets 
operate over the next 30 years will be one of the most 
important enablers of, or barriers to, achieving that goal.

Investors can play a big part in achieving what we see as 
the ultimate goal of a resilient, sustainable economy that 
maximises quality of life for all, so that people can develop 
their full potential and lead productive, creative lives without 
sacrifi cing the environment. 

Recommended link
www.forumforthefuture.org 

Using the principles of sustainability to guide 
investment makes hard-headed business sense

Did you know?

• One in three people worldwide lives near a coast.
• Container traffi  c could rise fi vefold in the next 40 years.
• Coastal areas account for about 80% of tourism.

Our oceans provide us with food, transport, energy, leisure and much 
more. But are we using them sustainably? 

“We need to value our oceans, because what we value, we cherish.” 
Barrie Stevens, Head of OECD’s International Futures Programme.

Find out more by watching The Blue Economy at 
www.oecd.org/newsroom/photosandvideos

The Blue Economy
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Agricultural development has a key role to play in generating 
the incomes needed to ensure food security. Between a 
half and two-thirds of the world’s poor live in rural areas, 
where agriculture is the dominant sector. Most of the 
farming is done by smallholders, and in a context of higher 
food prices, there are better opportunities for smallholder 
farmers to develop commercially viable operations than 
there have been for many years. Yet the realisation of 
those opportunities by some smallholders will result in 
others moving out of agriculture into new, ultimately more 
remunerative, activities. Indeed, it is important to recognise 
that–as all OECD countries have experienced–the majority 
of future generations will have better opportunities outside 
agriculture than within it.

A range of policies can improve the opportunities of 
poor households, both within and outside agriculture. 
Improvements in education and primary healthcare can 

Ken Ash 
Director, OECD Trade
and Agriculture Directorate

Solving the food crisis

Eliminating hunger and malnutrition, and achieving 
wider global food security are among the most 
intractable problems humanity faces. While many 
once-poor countries are now developing rapidly, 
the world as a whole is unlikely to meet the first 
Millennium Development Goal target of halving, 
between 1990 and 2015, the proportion of the world’s 
population who suffer from hunger. Though the 
proportion of undernourished people in the world 
has fallen, the pace of reduction has slowed and the 
absolute numbers remain stubbornly high. And a 
number of countries–mostly in Africa and South 
Asia–have seen no improvement at all.

Higher food prices have not helped, but price levels are not 
the fundamental problem. High prices impose undeniable 
hardship on the poorest consumers, including many 
subsistence farmers whose production is insufficient to 
meet their consumption needs. Yet the persistence of global 
hunger–the chief manifestation of food insecurity–is a 
chronic problem that predates the current period of higher 
food prices. Indeed, there were as many hungry people in 
the world in the early 2000s, when international food prices 
were at an all-time low, as there are today. Similarly, high food 
prices have made little difference to the overall downward 
trend in the proportion of undernourished people.

The fundamental problem remains poverty and inadequate 
incomes. Even in this period of tighter world food markets, 
there is enough food available. Many people are just too 
poor to afford it. Broad-based income growth is essential 
to reduce global hunger in a sustainable way.
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strengthen income growth. Along with clean water, they 
also improve nutrition directly. Equally important is the 
overall investment climate, which depends on fundamental 
factors such as peace and stability, sound macroeconomic 
management, good governance and developed institutions, 
clear property rights, and adequate physical infrastructure. 
These policies are good for farmers–but they do not deter 
them from seeking out other non-farm opportunities as 
they emerge.

The OECD-FAO Agricultural Outlook 2012–2021 suggests 
that structurally higher food prices are here for the coming 
decade. Strong demand and prices will provide farmers 
with the incentives needed to feed a world population that 
is expected to exceed 9 billion by 2050. But policymakers 
can further stimulate the supply response. There is a 
strong case for increasing the share of public spending 
in support of agriculture, and redressing urban bias in 
the allocation of resources. There are high returns to 
investments in innovation: agricultural research, technology 
transfer, and farm extension and advisory services. These 
investments help farmers directly; indirectly they increase 
overall food supply, helping to contain upward pressure 

PROMOTING INCLUSIVE GROWTH

There were as many hungry people in the world 
in the early 2000s, when international food 
prices were at an all-time low, as there are today
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targeted distribution of supplements in situations of acute 
micronutrient deficiencies.

An important contribution that OECD countries can make, 
immediately, is to accelerate the reform of policies that create 
negative international spillovers. Agricultural protection 
remains high, and many OECD countries continue to provide 
trade-distorting subsidies that constrain development 
opportunities for more competitive suppliers and can 
export instability onto world markets. While the prevalence 
of such policies has declined significantly, there is still 
much room for improvement. In the current context 
of high agricultural prices, now is a good time to move 
rapidly towards alternative policy instruments that would 
contribute to sustainable productivity growth, underpinned 
by appropriate risk management and social protection 

on food prices and dampen the price volatility associated 
with tight markets.

Open markets have a crucial role to play in raising 
production and incomes. Trade enables production to be 
located in areas where resources are used most efficiently 
and has an essential role in getting products from surplus 
to deficit areas. Trade also raises overall incomes through 
the benefits to exporters (in the form of higher prices than 
would be received in the absence of trade) and importers 
(through lower prices than would otherwise be paid), 
while contributing to faster economic growth and rising 
per capita incomes.

Trade will be essential if supply increases are to be achieved 
sustainably. Trade also enables production to locate in 
areas where natural resources, notably land and water, are 
relatively abundant, and where systems are more resilient 
to the effects of climate change. Looking ahead, the areas of 
the world with sustainable productive potential are not the 
same as the areas experiencing rapid population growth. 
Food security cannot be achieved by retrenching from the 
market and believing that smallholders alone can guarantee 
their own food security and those of local communities. 
Global food security will be underpinned by a mix of 
small, medium and large farms, and by domestic as well 
as international markets. There is no single panacea.

Countries where hunger is rife face many challenges, but 
the problems are not insurmountable. Income growth is 
necessary, but the composition of growth matters too, as 
more equal growth is likely to lead to faster improvements 
in the food security of the poorest. Other complements 
are vital: access to safe drinking water and sanitation; 
access to health services; better consumer awareness 
regarding adequate nutrition and childcare practices; and 

policies. At the same time, OECD countries can avoid 
policies that contribute artificially to higher world food 
prices, most notably mandates for biofuel production.

Getting world food markets to function more smoothly 
will also require wider efforts at the multilateral level. 
While WTO members may have come close to a new 
agreement on agriculture, conclusion of the Doha Round 
of trade negotiations remains elusive. G20 governments 
have sought to tackle two immediate dimensions of the 
food security question: how to combat price volatility and 
improve the functioning of world markets, and how to 
achieve sustainable agricultural productivity growth (and 
bridge the gap for smallholders). The OECD, along with 
other international organisations, has provided analytical 
support to those initiatives. Some of the recommendations 
are for specific policy changes, but equally important is the 
need to share knowledge on which policies work best and 
how to adapt policies to country-specific contexts.

Increasingly, we understand the challenges to building 
global food security, and how more coherent and co-
ordinated policies can accelerate progress. Increased 
financial resources are essential. Development aid can be 
a catalyst, complementing the primary role of private-sector 
investment. But national governments themselves have the 
responsibility for putting in place the conditions that will 
both attract these additional resources and ensure that the 
growth and employment benefits are widely shared.

Recommended link and reference
www.oecd.org/agriculture 

OECD-FAO (2012), OECD-FAO Agricultural Outlook 2012–2021,  
OECD Publishing and FAO.

What’s price got to do with it? 
Undernourishment and world food prices, 1990 to 2012

Source: FAO
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The majority of future generations will have 
better opportunities outside agriculture than 
within it
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used for nearly 12% of ploughing, and more than half 
of combine harvesters are over 10 years old. The OECD 
estimates that the average farm in Turkey achieves only 30% 
of its potential productivity. Compared with other OECD 
countries, rural communities in Turkey are larger and more 
dependent on agriculture for their livelihoods. In 2009, 
the government’s statistical agency TurkStat estimated 
that 31% of the population lived in rural communities of 
20,000 residents or less and that 63% of them worked in 
agriculture. With such a large rural population, Turkey has 
every interest in improving the efficiency of its agricultural 
sector.

But the problems it faces are manifold. Workers are 
generally poorly educated  and low-skilled: as much as 15% 
of agricultural labourers are illiterate and only 78%  have 
primary education. A high rate of hidden unemployment has 

Dimitris Diakosavvas
Senior Economist 
Trade and Agriculture 
Directorate, OECD

The plot thickens

Small farms in Turkey are threatening productivity 
in the agricultural sector and provide a meagre living 
for workers in this sector. Government policies have 
begun to change this for the better, but more needs 
to be done.

Turkey is the world’s seventh-largest agricultural producer. 
Nearly 39 million hectares of cultivated land quilt the 
landscape, producing hazelnuts, cherries and figs, as well 
as wheat and barley. But the cliché of rolling fields is hardly 
applicable, since most farms are small family concerns 
covering areas of less than six hectares.

And in this case, small is not better. Smaller farms tend 
to be less efficient and less productive. Two-thirds of 
agricultural land in Turkey is splintered into parcels of less 
than five hectares, many of which operate at subsistence 
level. More worrying is that these small farms are getting 
even smaller. 

A vicious cycle has been set in motion. According to the 
OECD, fragmentation of farmland is the main problem 
facing Turkish agriculture today. As the country’s single 
largest sector, employing a quarter of the working population, 
the impact could be significant. Largely to blame are the 
country’s inheritance laws, which stipulate that 25% of a 
deceased landowner’s property should pass to their spouse, 
with the rest divided among the children. The result of this 
process after a few generations is clear.

The downward spiral of poor performance is made worse 
by reliance on old technologies. Draught animals are 
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driven many young people to seek work in the cities. Farming 
co-operatives and producers’ unions lack organisation, and 
scattered settlements make the transportation of goods 
difficult and limit access to services.

Solving these problems is a difficult challenge, in part 
because 20% to 30% of agricultural land is unregistered. 
When Turkey undertook major policy reform in 2001, with 
the Agricultural Reform Implementation Project (ARIP), 
the establishment of a national land registry in rural 
areas was hindered by the inability of many farmers to 
prove ownership of their lands or produce documentation 
relating to legal disputes over possession. The issue is still 
unresolved. 

Earlier in 2012, Semsi Bayrakter, head of the Union of 
Turkish Chambers of Agriculture, said that nearly half of 
Turkey’s 5.2 million farmers were unregistered–a hole that 
the government is anxious to plug. Indeed, a land registry 
system is one of the key criteria for full EU membership. 

But some progress is being made. Turkey has made 
impressive strides in efficiency thanks to a revision of 
inheritance laws and rural development policies. In the 

PROMOTING INCLUSIVE GROWTH

Two-thirds of agricultural land in Turkey is 
splintered into parcels of less than five hectares, 
many of which operate at subsistence level
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first four years following the adoption of the ARIP, the 
efficiency of agriculture is estimated to have increased 
from 32% to 45%.

Such improvements, however, have been counterbalanced 
by distortions arising from government subsidies. Between 
1986 and 1988, the share of producer support in gross farm 
receipts stood at 20%. From 2009 to 2011, that percentage 
rose to 25%, higher than the OECD average. Progress in 

agricultural policy reform towards encouraging a more 
competitive agriculture system has slowed down in recent 
years; 91% of the support to producers is provided in the 
form of support based on commodity output, which is 
potentially the most production–and trade–distorting, and 
an inefficient way to transfer income support to farmers. 
Policies which are more stable and targeted are necessary if 
the sector is to realise its full potential. But the government 

should also cover new ground and transform state trading 
enterprises and agricultural sales co-operatives into real 
commercial ventures. Only then might Turkish agriculture 
enter a new season so we can finally see those rolling 
fields.

References
OECD (2011), Evaluation of Agricultural Policy Reforms in Turkey, OECD, Paris. 

OECD (2011), Turkey–Agricultural Policy Monitoring and Evaluation, OECD, Paris. 

“Turkey may face hunger without aid in agriculture” in Hurriyet Daily News,
9 January 2012. Turkey has made impressive strides in efficiency

thanks to a revision of inheritance laws and 
rural development policies
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Is inequality always a bad thing?
Inequality is so common that it appears to be natural. There are enduring, and indeed widening, diff erences among diff erent 
social classes and groups and diff erent genders regarding health, education, wealth, political and economic power, and 
happiness. How should these multiple issues be addressed? Is equality possible, or even desirable?

“After rising steadily for two centuries, inequality of the 
standard of living among countries has started to drop. 
On the other hand, inequality has risen within a number 
of countries, after decades of stability. While it always 
seems possible on paper to redistribute wealth, you have 
to keep in mind that redistribution has an economic cost 
and is subject to political constraints that must be taken 
into account.”

“The very important point that tends to be missed in 
discussions about family-friendly policies is how to 
make it possible for fathers as well as mothers to be 
involved in childcare. The longer the husband’s 
working hours, the less likely he is to do family 
chores. Therefore, making the workplace more 
family-friendly means reforming the employment 
system so that it is more fl exible and responsive to 
the needs of both men and women.”

“The evidence from the last 100 years is that more equal 
societies soften, and more polarised ones intensify the 
gyrations of the business cycle. A capitalist model that 
allows the richest members of society to accumulate a 
larger and larger share of the cake merely brings a lethal 
mix of demand defl ation, asset appreciation and a long 
squeeze on the productive economy that will end in 
economic turmoil.” 

Idea Factory
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Stewart Lansley, The Cost of Inequality 

“Although many people consider income inequality 
a social ill, it is important to understand that 
income inequality has many economic benefi ts 
and is the result of—and not a detriment to—a well-
functioning economy.”

Thomas A. Garrett, “U.S. Income Inequality: 
It’s Not So Bad”, Federal Reserve Bank of 

St Louis, www.stlouisfed.org/publications/itv

François Bourguignon, La Mondialisation 
de l’inégalité 

Sawako Shirahase, Demographic Change 
and Inequality in Japan 



OECD Yearbook 2013 © OECD 2013          59

Inequality harms individuals, society and the 
economy, so fi ghting inequality is not only a moral 

imperative, it makes economic sense too. Take gender. 
Greater educational attainment has accounted for 
about half of the economic growth in OECD countries 
in the past 50 years, in large part thanks to an increase 
in girls reaching higher levels of education and greater 
gender equality in the number of years spent in school. 
Companies with a higher proportion of women in top 
management do better than others. 

But on average, in OECD countries, women earn 16% 
less than men, and female top-earners are paid 21% less 
than their male counterparts. Women occupy less than 
a fi fth of parliamentary seats around the world and their 
access to top positions in companies is even worse.

However, gender inequality is only one of many 
inequalities in our society, and any victory in the fi ght 
against sexual discrimination will be incomplete if it’s 
achieved in isolation from efforts to overcome other 
forms of inequality. This is especially true of income 
inequality, which has widened over recent years.

Technological change has played a role in widening the 
distribution of labour income. Another driver of 
increased income inequality is that in many countries, 
including Germany, Italy and the Netherlands, hours 
worked declined among low-income workers. On the 
other hand, Nordic countries all have comparatively 
low labour income inequality because wage dispersion 
is narrow and employment rates are high.

The right combination of policies is vital in combating 
inequality, but what should go into the mix? The OECD 

focuses on tax, labour markets and education, 
emphasising policies that have an impact on inequality 
but also a positive impact on the economy. For 
instance, the reduction or elimination of “welfare 
for the well-off”–tax breaks that primarily benefi t the 
rich–would ensure that the strongest shoulders pay 
their fair share.

Increasing employment may contribute to sustainable 
cuts in income inequality provided these gains are 
in good quality jobs, and that government support 
(in-cash, in-tax or in-kind) alleviates working poverty 
and facilitates employment growth. For example, 
affordable childcare improves labour force 
participation rates and incomes for women.

Improving educational outcomes, particularly for 
immigrants and socio-economically disadvantaged 
populations, would have long-term impacts on their 
employment opportunities and incomes, and on 
inequality overall.

Some reforms imply trade-offs, for instance, shifting 
taxes from labour to consumption might improve 
incentives to work, save and invest, but would raise 
inequality.

There is no easy solution and the fi ght is a long one. 
But increasing equality of opportunities gives more 
people a chance to fulfi l their aspirations and potential, 
and in turn allows them to contribute to cohesive and 
effi cient societies and economies.

Ana Llena-Nozal, Social Policy Division, OECD Employment, Labour 
and Social Aff airs Directorate

No easy solution

Join the debates: www.oecd.org/forum2013

“Economic independence is an essential dimension 
of women’s empowerment. Improving their access 
to and control over resources increases investment 
in human capital, which in turn improves children’s 
health, nutrition, education and future growth.”

Hajiya Zainab Maina, Minister of Women 
Aff airs and Social Development, Nigeria 

World Economic Forum, Global Risks 2013World Economic Forum, Global Risks 2013

“The global risk that respondents rated most likely to 
manifest over the next 10 years is severe income disparity.”
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OECD Forum: Jobs, Equality, Trust
Paris, 28-29 May 2013
Held in Paris every May to coincide with the annual OECD 
Ministerial Council Meeting, the OECD Forum has emerged 
as a major international stakeholder summit. Leaders from 
civil society, business and government gather to debate the 
most pressing social and economic challenges confronting 
our world today. Since its creation in 2000, more than 
15,000 people have already exchanged ideas and experiences 
at the OECD Forum. Key themes for the 2013 Forum will 
include promoting inclusive growth, rebuilding trust and 
fostering sustainability.

F O R U M  F A C T S
In 2012, the OECD Forum attracted 1,340 participants from 70 countries, 
151 speakers and 154 journalists. www.oecd.org/forum
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How can we promote inclusive growth that makes the best 
use of–and delivers real benefi ts to–all our citizens?

Labour markets, education and training programmes must 
all work to maximise opportunity and inclusiveness–an 
ambitious agenda even in the best of times. But today, fi ve 
years into the greatest economic crisis of our lifetimes, 
it’s an even greater challenge. In the wake of the crisis, 
national debts and defi cits have risen sharply in most OECD 
countries, while unemployment remains worryingly high. 
Longer term, there’s been a persistent rise in inequality, 

What is the recipe for a better life–a good education, clean 
air, nice home, more money? 

We all know that there is more to life than the cold numbers 
of GDP and economic statistics, but the current economic 
and fi nancial crisis has refocussed attention on those other 
elements. The trick is deciding what actually makes for a 
better life, and how to measure progress.

OECD FORUM

which threatens the capacity of our societies to pull together 
to tackle shared problems.

Young people face some of the greatest challenges. During 
the recession, youth unemployment rose sharply, climbing 
to 50% and above in a few countries. The pressure on 
our education systems to respond is growing: they must 
ensure that all young people get a fair chance to develop 
their innate talents and abilities while also developing the 
skills they’ll need for the 21st century workplace. 

We know that the benefi ts of growth do not automatically 
trickle down to generate more equal societies. We need 
to adopt a new inclusive approach to policymaking that 
looks at the social as well as the economic effect of policy 
actions, both domestically and in terms of their impact on 
developing countries. The OECD Forum will discuss how 
governments need to work together on all these areas, and 
many others, to craft better policies for better lives.

After all, economic growth is not an end in itself–the 
point of growth is to deliver better lives for people across 
society. It was already clear in the years before the crisis 
that an overreliance on economic measures of progress 
was excluding too much of what matters in our societies–
during the boom years, inequality widened in most OECD 
countries, and more money did not seem to be making 
people happier. But what else should we be measuring to get 
the full picture? The OECD started looking at this question 
more than a decade ago with its project on Measuring the 
Progress of Societies.

This led in 2011 to the launch of the Better Life Index, an 
interactive tool that allows users to look at how their country 
measures up on the issues that matter to them, across a 
range of topics from clean air to education, from income 
to health. The latest edition of the Better Life Index will 
be launched at the OECD Forum.

Create your Better Life Index at
www.oecdbetterlifeindex.org

F O R U M  I S S U E

Promoting inclusive growth 

F O R U M  I S S U E

The OECD Better Life Index 

F O R U M  F A C T S
The OECD_IdeaFactory is an innovative space and process that allows 
OECD Forum participants to work together and combine their experiences 
and perspectives: www.oecd.org/forum/about/ideafactory.htm
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Rebuilding trust

  F O R U M  I S S U E

Fostering sustainability 

OECD FORUM

Trust is essential for economic and social interactions. But 
numerous scandals have created a climate of suspicion. 
How can we re-create the trustworthiness on which trust 
depends?

Trust smoothes economic transactions and forms the basis 
for social interactions. Yet people’s trust in government 
and business is under strain. The reasons vary, but many 
have their origins in the recession. Corporate greed and bad 
management are seen as the initial causes of the fi nancial 
crisis. But governments are blamed too, both for failing 
to prevent the crisis from happening and for appearing to 
propose solutions that hurt the unemployed, people on 
low incomes or users of public services.

How can we start producing and consuming goods and 
services sustainably to ensure that future generations enjoy 
rising living standards?

Material living standards have been generally rising worldwide 
over the past 50 years or more, and we have grown used to 
the notion that today’s children will enjoy a better life than 
their parents. One of the most lasting legacies of the recession 
may be the end of that assumption. In presenting its Green 
Growth Strategy in 2011, the OECD warned that if we want 
to ensure continuing progress in living standards, we have 
to fi nd new ways of producing and consuming things.

Despite all the warnings about the dangers of “business 
as usual”, corporate scandals have continued to make the 
headlines: banks manipulating interest rates, multinationals 
paying little or no tax, or food manufacturers deceiving 
consumers. Government responses to these issues are 
often perceived as too lenient, and encourage the feeling 
that there is one law for the rich and powerful, another 
for the rest.

Democracy allows us to sanction a government we don’t 
trust, either by waiting for an election or forcing one to be 
held. But what about other actors in public life? A business’s 
fi rst responsibility is to its shareholders. If it can boost 
dividends by reducing its tax bill it will do so. That may be 
legal, but growing numbers of ordinary taxpayers see it as 
unfair. Trust means much more than just paying taxes, of 
course. The OECD Forum will also provide an opportunity 
to discuss wider issues of governance and regulation that 
need to be tackled to reduce the trust defi cit.

Alarm bells are ringing for the health of the planet: the 
OECD Environmental Outlook 2012 projected that terrestrial 
biodiversity will decrease by a further 10% by 2050, while the 
global average temperature is projected to rise by between 
3°C to 6°C above preindustrial levels by the end of the century. 
Developing countries risk paying a disproportionate price 
for this change.

Alarm bells are ringing, too, for the health of people: the 
number of premature deaths from exposure to particulate 
matter in the air is projected to triple to nearly 3.6 million 
per year in 2050, while lifestyle diseases like diabetes 
threaten to reverse a long-term rise in longevity.
 
The OECD argues that growth will not solve the problems 
unless it is inclusive, equitable and sustainable. The 
OECD Forum will look at how economic, environmental 
and social sustainability can be fostered nationally and 
internationally. It will provide an opportunity to debate 
many of the controversial issues surrounding sustainability, 
such as the relative responsibility of the developed and 
developing economies and who should pay the costs of 
moving to a more sustainable approach.

F O R U M  F A C T S
The winners of the OECD’s annual Youth Video Competition fl y to Paris to 
attend the OECD Forum. In 2012, the Forum welcomed young fi lmmakers 
from Australia, India and Uganda: www.oecd.org/videocontest 
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From Indignation and Inequality to Inclusion and Integrity

OECD Forum 2012
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Some snapshots from Forum 2012 (left to right): Robert Skidelsky, Emeritus Professor of Political Economy, University of Warwick; Michèle Pagé, Head of Human Resource Management at the OECD, speaks on 
promoting women champions; Her Majesty Queen Rania Al Abdullah of Jordan at the opening session; Shiv Malik, author and journalist with The Guardian, UK; an exhibition marks 50 years of the OECD Observer; 
Anja von Moltke, Economic Aff airs Offi  cer, UNEP; OECD logo; cameras on “Squeezed and Emerging Middle Classes: From Silent Majority to Motor of the Economy”. More snapshots and video on www.oecdforum.org 

“The challenges we face are immense. It’s beyond the 
capabilities of any group in society to fi nd 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”. These words, by Naomi Colvin from 
Occupy London, captured the spirit and purpose of the 12th 
annual OECD Forum: “From Indignation andInequality to 
Inclusion and Integrity” held in May. 

More than 1300 participants from government, civil society, 
business, trade unions, media and academia came from some 
70 countries to exchange views and hear new ideas about 
how to solve the global crisis and put the world on a path 
to a new and better future. 

The opening remarks on inequality by Queen Rania Al 
Abdullah of Jordan set the tone to the two-day Forum:  

“Millions of people have been lifted out of absolute poverty 
in recent years but the benefi ts of economic growth have 
not been shared evenly. They are not the “bottom billion”, 
some anonymous mass. They are members of our global 
family. They have names; they have dignity.” 

In packed panel sessions, interactive “OECD_IdeaFactories”, 
and “food for thought” lunchtime discussions, participants 
covered a range of issues, from fi nancial reform and youth skills 
to inclusiveness and gender quality. 

Recent OECD initiatives, such as the Gender Initiative, the 
Skills Strategy, and the initiative on New Approaches to 
Economic Challenges were critically discussed. An updated 
version of the Better Life Index was launched, which now 
incorporates metrics on gender and inequality while the 
index covers Brazil and Russia in addition to the OECD 
member countries. 

In the end the OECD Forum is about plotting new ways 
forward and involving as many interested stakeholders 
as possible in constructive interaction. By being held in 
conjunction with the OECD Ministerial Council which took 
place on 23-24 May, the event has the scope to infl uence 
policymakers too. Did the Forum contribute to shift from 
indignation towards integrity? As Cobus de Swardt of 
Transparency International said that “[the] integrity of leaders 
is a most valuable public good. It is earned over years of 
open, honest and accountable behaviour. Moreover, it is never 
owned forever–it must be re-earned every day anew.”

The OECD is convinced that the path to integrity is taken 
with ongoing and open dialogue involving all stakeholders. 
In May the OECD Forum showed it was very much a part 
of this dialogue.

Reproduced from OECD Observer No 292 Q3 2012

OECD FORUM

Paris, 22-23 May 2012

F LA S H B A C K
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Rebuilding trust

INTRODUCTION

Trust underpins every aspect of economic and social 
activity, yet it is rarely considered unless lost. Few 
incidents have illustrated this quite as vividly as 
Europe’s horsemeat scandal. 

Consumers this year discovered–many to their horror–that 
the descriptions on food packaging literally could not be 
trusted: “beef” might in fact be horse, pork or even donkey. 
But what caused even greater concern was the realisation that 
much of the food people eat follows a long and complicated 
chain of production, often multinational and not always 
very transparent. In today’s interconnected world, a value 
chain is only as strong as its weakest link.

The scandal was only the latest in a string of events in recent 
years that have undermined public trust and confidence: 
repeated incidents, including the Libor scandal, have raised 
doubts over the integrity of banking and finance; high-profile 
tax avoidance by multinationals like Amazon and Starbucks 
has dented confidence in the fairness of taxation systems; 
and rising income inequality has reduced confidence in the 
soundness of societies’ economic goals. Given the impact 
of these incidents, many believe the public is right to trust 
less. But, equally, given the importance of trust to economic 
and civic life, many believe it would be unwise to stand by 
and do nothing if trust really is eroding.

How can trust be restored? Better, perhaps, to ask how to 
restore trustworthiness. No one deserves to be trusted; 
trust must be earned. As the contributors in the following 
section show, action is needed across many different 
areas–in how governments work, the regulation of trade, 
the design and transparency of tax systems, the governance 
of financial systems, and much more. The task is great, but 
not hopeless: even as traditional models of trust appear to 
be declining, some argue that new forms are emerging, 
thanks in part to the power of the Internet and its ability 
to build new communities.  
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and weaknesses. The trade union report Exiting from the 
crisis: Towards a model of more equitable and sustainable growth, 
published by the Trade Union Advisory Committee to the 
OECD, the International Trade Union Confederation and 
the European Trade Union Institute in 2011, was anchored 
in this “models of capitalism debate”. Some countries have 
weathered the storm better than others. Some countries 
and policies were more responsible for creating the storm. 
Some policies, long advocated by financial markets and 
international financial institutions, contributed to the rapid 
spread of the crisis around the world.
 
The systemic operation of global markets prior to 2008 
revealed a series of imbalances in the global economy between 
the growth of financial markets and of the real economy, 

Sharan Burrow 
General Secretary
International Trade 
Union Confederation

A recipe for trust

Have the policy errors that contributed to the global 
economic crisis been rectified? Sharan Burrow shares 
her vision for building trust and restoring confidence 
in the countries still suffering from the crisis.

The global economy has been on life support since 2008. 
Many countries are in recession, others see growth slowing, 
unemployment is set to rise again from already high 
levels, and a generation of young people is being scarred 
by joblessness. The robustness of democratic systems and 
multilateralism cannot be taken for granted–they are under 
pressure. These realities are not conducive to building 
citizen trust in the economy. 

The OECD’s latest response to the crisis, the creation 
of a new initiative called “New Approaches to Economic 
Challenges”, is a welcome move. The stakes could not be 
higher, not just for the Organisation itself but for OECD 
countries, and indeed the global economy. The OECD’s 
origins lay in the reconstruction of Europe in the wake of 
the Great Depression and the Second World War. Policy 
failures in the 1920s and 1930s resulted in the depression 
that ultimately led to a global war. In the current crisis, 
there is no room for complacency. There is a breakdown 
of trust among citizens, government and business. The 
social contract is broken, the anger is mounting. The 
political response could again result in extremism and 
xenophobia.

Before the crisis, there were several alternative forms of 
market economy, with different policy frameworks, strengths 
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between countries with an external deficit and a surplus, 
between profit and capital shares in the distribution of 
national income, between the very top incomes and the other 

“99%”, and between the economic and the environmental 
pillars of sustainable development.

Environmental damage and scarcity of resources must be 
factored into production systems, so that the economy can 
move to zero emissions, zero waste and zero exposure to 
hazardous substances. New economic thinking should 
also help us understand how to reach full employment 
and decent working conditions in a resource-constrained 
world.

The global financial and economic crisis has invalidated the 
belief that indiscriminate labour market deregulation and 
weak labour market institutions are necessary ingredients of 
economic and employment success. Rather, it has proved a 
recipe for growing income inequality and, in some countries, 
the rise of precarious work. It now has a serious economic, 
as well as social and political, cost.

Those countries that had achieved high employment and a 
more equitable distribution of incomes focused attention 
on the broad sweep of labour market policy, including 
skills formation systems before labour market entry that 
give workers a sense of occupational identity and self-
confidence; an emphasis on lifelong learning as a route 

The social contract is broken, the anger
is mounting
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to employability; a focus on the balance of power between 
capital and labour–including the strength of the trade 
unions and the extent of collective bargaining coverage; 
the pursuit of policies to narrow unjustifiable differences 
in treatment between groups of workers; a combination of 
high unemployment benefits; and job search obligations 
with high levels of investment in active labour market 
programmes to get the unemployed back to work.

Tax systems have done a weaker and weaker job of collecting 
necessary revenues to fund a modern state (via base erosion 
and profit shifting) and reducing inequality (through 
excessive concessions at the high end). We must examine 
how taxation policies can be ameliorated to improve both 
growth and equality. This must include a reassessment 
of the shift of the tax share to consumption and achieve 
broader taxation on property and wealth.

Beyond the role of public policy to reduce income inequality, 
the lessons of the crisis should call into question “light 
regulation” and the tolerance of imbalances that contributed 
to the crisis. Reducing the complexity, the lack of transparency 
and, in many cases, the size of the financial sector in the 
OECD area as a whole is necessary, through regulation, 
financial taxation and structural reforms. The priority is 
to make the financial sector serve the needs of the real 
economy and prevent financial speculation from damaging 
sustainable growth prospects.

At national level, policymakers should devote more attention 
to the question of innovative institutions and to the role of 
government through active industrial policies as sources of 

growth and demand generation. In a context of global value 
chains and production networks increasingly influencing 
the location of production and employment, it is also 
essential that OECD countries and companies achieve 
competitiveness on the basis of a “high road” strategy that 
includes respecting labour standards, raising skill levels 
and motivating employees.

Finally, economic performance has to be judged by wider 
criteria than GDP per capita, which by itself tells us little 
about the quality of life enjoyed by citizens. It tells us 
nothing about the distribution of incomes, nothing about 

differences between rich and poor in terms of health and 
life expectancy, nothing about social mobility, nothing about 
environmental sustainability and other issues that are crucial 
for the quality of life. Most importantly, it tells us nothing 
at all about whether most citizens have the capabilities they 
need to choose lives that they have reason to value. 

The full burden of the economic crisis has fallen on working 
people.  The OECD has a crucial role to play in redressing 
this injustice. 

Recommended links
www.ituc-csi.org
www.tuac.org 

“Trust” is both tricky to define and tricky to measure. 
At the core of most definitions is this question: 
are we confident others will do what’s expected 
of them? Straightforward enough, but things get 
complicated when it comes to different kinds of 
trust–trust in family and friends, in strangers, and
in institutions. Generally, we trust people we know 
more than we do strangers, but the difference 
between the two is relatively narrow in some 
countries, such as New Zealand, Switzerland and 
Norway. Among state institutions, the judiciary 
tends to be trusted more than parliament, and 
parliament more than government. 

Trust is usually measured through surveys, with 
questions like “Would you say that most people can 
be trusted?” These surveys show up marked 
variations between countries. In the 2010 Gallup 
World Poll, more than 55% of respondents in 

Denmark, Finland, China and Sweden agreed that 
most people can be trusted, but the proportion fell to 
less than 15% in Slovenia, Chile, Hungary and Turkey. 

As the chart shows, there are variations, too, between 
social groups. Men are a little more trusting than 

Trust in others by gender, age, level of education and income 
quintile. Percentage of people saying that most people can be trusted, 2010
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women; people in their mid-50s to mid-60s also 
tend to be more trusting, as are people with higher 
levels of education. Poorer people tend to be the 
least trusting. 

See www.oecd.org/general/restoringpublictrust.htm

StatLink: http://dx.doi.org/10.1787/888932493100                Source: OECD (2011), How’s Life? Measuring Well-Being  

Men

Gender Age Education Income quintile

15-24 25-34 35-54 55-64 65 and
more

Women Primary 1 2 3 4 5TertiarySecondary

The lessons of the crisis should call into 
question “light regulation” and the tolerance 
of imbalances that contributed to the crisis
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of information is such that anyone has access to it and also 
has the means to spread it.

Second is connectedness: from the Arab Spring to the 
Occupy movement and then the “shareholder spring”, we 
are seeing a developing sense of interconnectedness among 
people and consumers. There is a greater understanding 
that no matter where people live, they have the same 
fundamental needs, wants and desires, and they deserve 
safe work environments and fair compensation. People 
care about where the goods they buy are made, how they 
are made, and who makes them. Their awareness is being 
raised by incidents like last year’s fire at a Bangladesh 
garment factory, a supplier to retailers around the world, 

Boardrooms in transition

Recent years have brought a flood of stories about 
dubious standards in business. In the past, many 
of these might not have impinged on the public’s 
consciousness. But in today’s interconnected world, 
consumers and stakeholders are raising the bar for 
what’s acceptable in corporate behaviour. It’s up to 
boards and board members to ensure that businesses 
meet those expectations.  

Stories of boards and leadership are the Aesop’s Fables of the 
business world–cautionary tales that warn us of what can 
go wrong when power, money and hubris blind business 
to ethical requirements and the needs and concerns of 
consumers and stakeholders.

In the past couple of years, we’ve seen stories about active 
annual general meetings, executive compensation, the 
governance of newly public companies, diversity in the 
boardroom and much, much more. From Olympus in Japan 
to Facebook, Yahoo and HP in Silicon Valley, geography is 
no boundary and the themes are universal. The volume 
and speed at which board-related stories are hitting the 
headlines are unprecedented, and the pace looks like it 
will increase in the coming years.

What has changed? First is transparency: the world is 
watching and talking. Information moves freely and 
quickly, so what happens in formerly dark corners of 
remote areas can no longer be brushed under the carpet 
or easily smoothed over by slick PR. The democratisation 

REBUILDING TRUST

that claimed the lives of over 100 workers. Consumers 
are acting on the knowledge that they have a role to play, 
speaking out and voting with their wallets.

Third is the global marketplace: companies like Apple and 
Nike, and many others, are increasingly selling their products 
where they manufacture. As the world is now less and less 
divided into producer and consumer countries, these issues 
are now literally close to home for many consumers. 

All of this is complicated by doing business in developing 
countries where rules and regulations concerning wages, 
safety or corporate responsibility may be more flexible, or 
even nonexistent. The object as a business is not to go to 
a country and do the minimum required; the object is to 
set a global ethical standard and bring it with you wherever 
you operate. The case of Foxconn and Apple proves that 
the world is not willing to let companies so easily slide on 
failing to conduct their business with a global standard of 
ethics and fairness. Also, an increasing number of cases 
of corruption involve big businesses: for example, United 
States-based retailer Walmart went through a bribery scandal 
in Mexico while SNC-Lavalin, the largest engineering firm 
in Canada, saw the arrest of a former CEO.

Fourth is the ecosystem: boards are no longer only 
responsible to investors. They are accountable to the entire 

Lucy Marcus
CEO of Marcus 
Venture Consulting
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organisation’s ecosystem, including employees, customers, 
surrounding communities and investors. Understanding 
the ecosystem and the company’s responsibility within 
it must be a priority. Companies need to look not only at 
their returns, but at how they get them, and the cost to the 
communities in which they operate. BP and the Florida 

Gulf, Union Carbide and Bhopal, Apple and Foxconn, and, 
most recently, the tax affairs of Starbucks, Google and 
Amazon in the United Kingdom all serve as examples. 
Corporate accountability requires more than a token gesture 
or nonprofit giving. It needs to be central to the business, 
not an add-on, afterthought or Band-Aid.

Fifth is a demand for diversity: there is a growing public 
understanding that diversity in the boardroom is more than 
simply about optics. Healthy businesses need comprehensive 
diversity. Diversity of thought, experience, knowledge, 
understanding, perspective and age means that a board is 
more capable of seeing and understanding risks and coming 
up with robust solutions to address them. It is about the 
fundamental principles of good governance.

The European Commission has made steps to address this 
through legislation, and individual European countries, 
including Italy and France, have legislated for quotas. Even 
in countries where quotas have not been put into place, 
there are still strong movements to encourage diversity 
in the boardroom.

What can boards do? “Hear no evil, see no evil” will not 
work.

Boards must ask questions and demand full and complete 
disclosure. As board members, keeping our heads in the 
sand will not work. As soon as boards become aware of 
issues, they need to act swiftly and decisively.

We need to ask ourselves if our commitment goes beyond 
paper. Is ethical practice and holistic thinking in the DNA 
of the organization?

Is this kind of thinking relegated to separate corporate social 
responsibility programmes, or is there a comprehensive 
policy that lives and breathes beyond paper and policies?

We need to recognise that this is about every sector. Some 
spring easily to mind, but actually there is no sector–energy, 
pharmaceuticals, banking, technology and so on–that 
is unaffected. This applies to any company that does 
manufacturing, uses anything manufactured (as Foxconn 
proves, you are responsible for your sourcing), uses raw 
materials in its manufacturing (conflict minerals), does 
business in developing countries (fair wages, decent working 
conditions, bribery) and more.

We need to take a hard look at ourselves and ask, as board 
members and boards, are we passive or engaged? It is time 
for an active approach.

It is possible to take a tick-box approach and leave it to 
the risk register. But if we are committed to the long-term 
strength and viability of a company, and to the wider 
economy, we need to be asking hard questions and making 
sure we are genuinely satisfied with the answers.

Many corporate stories over the last couple of years have been 
negative. Here’s hoping that the coming years will bring 
some positive stories of bravery, integrity, and independence 
of thought and deed. 

Recommended link
www.marcusventures.com
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will not work
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public events abounded. Indeed, 2012 was packed with 
more civic activism than any other year in recent Russian 
history.

Society demanded change and the authorities responded in a 
way they considered appropriate, by requesting civil stability. 
But many fiercely argued that stability equalled stagnation. 
Civic activists spoke up against the corrupt elite, illicit 
property and the excessive wealth of many high-ranking 
officials. The authorities responded by accusing activists 
of anti-patriotic behaviour,  and attempting to hijack the 
anti-corruption agenda for political self-promotion. 

Protestors continued to discuss the issues that were most 
pressing to them: state-supported economic projects, public 
budget allocations, government expenditure and oversight, 
and the social protection system targeting the under-
privileged, most notably children. Soon the civic activists 

Trust comes from within 

Russians are becoming increasingly active in the 
country’s social arena. While activists remain a small 
but growing and visible minority of citizens looking 
for changes in governance, many more are becoming 
involved in the day-to-day affairs of their communities. 
It remains to be seen whether this emerging culture 
of civic participation will sit comfortably with existing 
governance structures. 

Saying that 2012 was a turbulent year for Russian society 
would be a great understatement. The year started with 
unprecedented and largely unexpected protests against 
alleged electoral fraud at the December 2011 State Duma 
elections. In March, the civic supervision of presidential 
elections–where I spent 24 hours at a polling station as 
an official elections monitoring expert–was even more 
extraordinary.

Protests against alleged electoral fraud erupted on the 
streets of Moscow, Saint Petersburg and almost all other 
major Russian cities. These led to clashes with police in 
Moscow’s Bolotnaya Square on 6 May over the arrest of 
protest leaders, and then to the adoption of new restrictions 
on non-profit organisations that receive funds from foreign 
sources, the so-called “Foreign Agents Law”. Demonstrators 
also protested against amendments to laws governing 
public events, anti-extremism on the Internet, libel and 
high treason. 

The trial of the all-girl punk group Pussy Riot made world 
headlines, as did the street rallies that both condemned and 
supported them. Demonstrations in favour of the ruling 
party and pickets in support of those detained at previous 
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who expected their protests to translate into major social 
change early in the year began to grow pessimistic and upset 
that little seemed to change. The government assured the 
public that it was undertaking an active and hard-hitting 
war against corruption and in favour of traditional national 
values, but this failed to improve relations with an angry 
populace. 

Experts on Russian governance and social issues point 
out that the many types of systemic corruption in Russia–
ranging from common bribery to corrupt conflicts of 
interest at the very top of the governance structure–have 
created a crisis of social trust. Experts and opinion polls 
suggest that the Russian people place little trust in police 
officers and law enforcement in general. And because 
the authorities do not trust their own citizens, electoral 
procedures are kept under tight control, as are the budget 
and government appointments.

It is difficult to convince people that another round of 
anti-corruption reforms will yield more than previous 
ones did–that is to say, very little. This is ironic, because 
the anti-corruption laws and regulations passed between 
2008 and 2012 were indeed a major step forward and 

Experts and opinion polls suggest that
the Russian people place little trust in police 
officers and law enforcement in general 

Elena Panfilova
Director, Center for 
Anti-corruption Research 
and Initiative, Transparency 
International Russia 
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will inevitably play a positive role in the country’s future. 
But there is a significant gap between writing a law and 
enforcing it. The impunity of elites and a lack of open social 
dialogue have only added to this crisis of trust, and many 
observers conclude that any reform aimed at transparency 
and public accountability in Russia is doomed.

I do not share this conclusion. Instead, I believe that 
there is an important part of Russian society that can 
make a di¤erence both in the concrete task of increasing 
accountability and in achieving the more general goal 
of restoring trust. In the last two to three years we have 
seen a great deal of action by grassroots movements and 
growing societal activism in community life, philanthropy, 
ecology and social protection. The projects and activities 
they pursue have never been in any way political; they are 
aimed at concrete tasks seeking concrete results.

Ordinary citizens–teachers, students, entrepreneurs, 
managers and office clerks who never participated in any 
type of organised activism–picked up important agendas 
and worked to make people’s lives better. They supported 
clinics and orphanages, monitored ecological progress, 
protected historic buildings from illegal demolition, and 
much more. From these efforts, even though they were 
invisible to much of the nation and of little interest to 
the country’s media, new roots of mutual trust began to 
emerge. Those roots connected people and produced the 
beginnings of a real Russian civic society. 

Eventually these groups started to become vocal, demanding 
more transparency from public bodies and fairer elections. 
But they were dramatically different from any type of social 
protest Russia had seen before. The new civic activists not 
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only demanded change, but became directly involved in 
Russia’s most challenging problems. Some of them joined 
local councils and took up plans to build new roads and 
kindergartens; some created an independent system to 
monitor public procurement; others supported hospices 
and monitored the behaviour of the traffic police.

Civic control in Russia is now booming. It started in 2012, 
when a significant share of the country’s citizens finally 
realised that change for the better never comes from outside 
society, but from citizens themselves. Many realised that 
in a country plagued with corruption, it is unreasonable to 
expect officials and authorities to single-handedly lead the 
fight for transparency and accountability. They saw a need 
for direct involvement by informed citizens in the details 
of public life and the public governance system at large. 
And they realised that they do have someone in whom they 
can place their trust–their fellow citizens. 

It is clear that the growth in civic consciousness, social 
participation and public engagement will not be fast or 
easy. To complicate matters, parts of the government do not 
see this as a positive trend. This may be because they have 
no previous experience working alongside civic activists 
and are scared of doing so. One thing is certain: it will 
require much time and effort to convince the historically 
egocentric Russian state that a new civic order is dawning, 
and that public trust and social change are not born of a 
rigid vertical power structure, but a horizontal one emerging 
from within Russian society. 

Recommended link
www.transparency.org.ru 
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Perhaps even more demanding in terms of trust is that more 
than two-thirds of economic activity in OECD countries 
consists of services, the quality of which is often unknowable 
until purchased and consumed. In contrast to the 1960s 
assembly-line economy of standardised products, it has 
become difficult in the modern economy to monitor the 
effort of individual workers or the quality of their work. 
For example, the manager of computer programmers will 
not know how good their software code is until the project 
is finished and the software either functions or not. The 
manager of care workers cannot monitor how well they 
look after the pensioners in their charge, or how kind 
they are to the people in their care, short of doing the job 
alongside them. 

Very many jobs involve a great deal of tacit knowledge, are 
hard to monitor, and depend on the personal commitment 
and experience of the individual. The importance of trust 

Diane Coyle 
Director of Enlightenment 
Economics; Visiting 
Research Associate, Smith 
School for Enterprise 
and the Environment, 
University of Oxford

The cost of mistrust

Trust is at the heart of today’s complex global economy. 
But, paradoxically, trust is also in increasingly short 
supply in many of our societies, especially in our 
attitudes towards big business, parliaments and 
governments. This decline threatens our capacity to 
tackle some of today’s key challenges.

Imagine the scene: Checkpoint Charlie, Berlin, sometime 
in the 1960s. An exchange of spies is taking place. The two 
figures walk towards each other across the no-man’s land 
separating west and east. They meet in the middle, pause, 
and then each crosses over to the other side. 

In the absence of any trust, all economic transactions would 
be as fraught as these Cold War handovers–a simultaneous 
transfer of the items being exchanged by people eyeing 
each other with suspicion. Trust is fundamental to any 
economy involving market exchanges, with the parties to 
transactions separated in space and time, and using money 
as a means of exchange. 

In today’s advanced economies, though, the degree of trust 
involved is extraordinary. Manufactured items typically 
involve complex supply chains of many links that extend 
over continents, with demanding requirements for quality  
or timeliness. Globalisation has linked many more people 
than ever before, from different legal frameworks and 
different cultures. Digital technologies have brought together 
new communities of people participating in all kinds 
of social and economic innovations, often inspired by  
a remarkable idealism.
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to so much economic activity explains why reputation 
has become all-important to businesses. Most of its value 
is intangible and can evaporate almost overnight in a 
corporate scandal. 

The high level of trust required now spills over from the 
economy and world of work into wider society. Most of us in 
OECD countries live in large urban areas with a significant 
proportion of first or second-generation immigrants from 
a wide range of different cultures. While there are certainly 
tensions that sometimes spill over into violence or crime, 
the surprise is probably how calm and harmonious so 
many major cities prove to be. Responses to international 
social surveys asking questions such as: “Would you say 
that, generally speaking, you can trust people?” indicate 
that general levels of trust have been rising over time, or 
at least they were before the financial crisis. 

Despite the crisis, the fact remains that there is, by necessity, 
a high level of trust in the globalised economy of intangibles, 
services and complex production networks. 

Paradoxically, however, in many countries reported levels 
of trust in a range of institutions have been declining over 
many years. This is true of trust in national governments 

In today’s advanced economies, the degree
of trust involved is extraordinary
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and parliaments. Big business never ranked highly in trust 
league tables, and has increasingly come to be mistrusted. 
In some countries the decline in trust has characterised 
other institutions such as trade unions and–unsurprisingly–
banks. So although in our personal experiences at work or 
managing a business, we demonstrate a high level of trust, 
many of us increasingly distrust the institutions with the 
formal responsibility for shaping and regulating the general 
economic and political environment. 

Does this matter? Yes, for two reasons. One is that the 
evaporation of trust in some key institutions is directly 
damaging for economic growth. The general distrust of 
business, not only banks but also spreading to energy 
companies, e-retailers, food producers and others, will tend 
to encourage unnecessary (as well as necessary) regulation 
and contribute to the climate of uncertainty holding back 
investment.

Perhaps even more important is the urgent need for a 
longer-term perspective in order to address the challenges 
of sustainability. Whether the issue is reducing emissions 
to tackle climate change or introducing structural reforms 
of pensions and welfare to tackle demographic trends and 
fiscal unsustainability, western societies will only be able 
to make the necessary difficult decisions if there is enough 
trust in those whose job it is to lead us. These may be 
politicians, civil servants, business leaders or technocrats. 

Whoever they are, they will only persuade a majority of 
citizens to accept short-term sacrifices for the sake of long-
term sustainability if they are trusted. 

Given current low levels of trust in so many institutions, it 
is hard to see who is in this position at the moment. This 
means that economic and social sustainability will not be 
feasible without significant effort, particularly in three 
areas. One is the need to educate citizens about the scale of 
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the challenges we face through the creation of appropriate 
indicators of long-term outcomes, such as generational 
accounts or natural assets. A second is the building of 
trusted institutions, or re-engagement of trust in existing 
institutions, which is likely to involve genuine transparency 
and experiments in digital participation, among other 
things. And the third is leadership, focused on the long-
term welfare of our societies and willing to stand against 
populist pressure in order to build on the extraordinary 
reserves of trust manifest elsewhere in today’s societies. 
Each of these is simple to state but extraordinarily difficult 
to implement–all the more reason to start at once.

Recommended link
www.enlightenmenteconomics.com

Big business never ranked highly in trust 
league tables
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of official controls, are responsible for the scandal over the 
use of horsemeat in ready-made meals. 

The extraordinary meeting of the Agriculture and Fisheries 
Council, convened at the request of France in mid-February, 
was intended to usher in major changes in the origin 
labelling of processed foods. However, the apparent resolve 
of ministers when they arrived at the meeting soon gave 
way to unanimous cries of “fraud” as they left. And as 
for labelling, they continued to put their faith in a report 
due to be published by the European Commission–at the 
end of 2013. Do we really need a new scandal, and this 
time one over public health, to finally get things moving? 
How can we accept this delay in adopting a measure long 
awaited by consumers? Indeed, even before the horsemeat 
scandal hit the headlines, a survey by BEUC, the European 
Consumer Organisation, in January 2013, showed that 60% 
of European consumers wanted to see origin labelling for 
all primary ingredients in processed food products. 

In fact, the problem concerns all processed foods and not 
just meat-based products. What about the origin of dairy 
products used in processed milk and cereal-based foods? 
When we consider the risks posed by melamine–a highly 
toxic substance found in adulterated milk in Asia–and 

Alain Bazot
President, UFC-Que Choisir

Failing to close the stable door

The recent scandal over the use of horsemeat in ready-
made meals that has shaken the entire European 
continent has revealed not only the complexity and 
opacity of our food supply chain, but also–and above 
all–the shortcomings of European food law. 

Far from simply a one-off case of fraud, the scandal over 
horsemeat sold as beef in prepared foods has brought into 
the open the very real flaws in the European traceability 
system, the first victims of which are consumers. While 
origin labelling is mandatory for unprocessed foods such 
as fruit, vegetables and meat, no such requirement applies 
to processed foods despite the fact that the latter make up 
the bulk of Europeans’ shopping baskets. Hence, while the 
whole chickens on the French supermarket shelf may well 
be French, the meat used in nuggets and breaded chicken 
portions may well come from Brazil and the duck foie gras 
from Hungary.

While this loophole allows food manufacturers to use 
an array of misleading claims and images to give their 
products a false regional identity, the opacity as to the 
country of origin of meat used in processed foods also 
enables manufacturers to constantly switch suppliers in 
line with prices. The resultant confusion encourages traders 
to search for the lowest prices, regardless of the origin of 
the products, and therefore with no regard for food safety. 
All these factors, combined with cutbacks in the number 
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mycotoxins in certain batches of grain, it is abundantly 
clear that the country of origin must be indicated for all 
primary ingredients used in processed foodstuffs. The goal 
is not only to rebuild consumer trust, but also to simplify 
the declining number of inspections while at the same 
time ensuring food safety for Europeans.

Recommended links 
www.quechoisir.org
www.alain-bazot.fr 

Do we really need a new scandal, and this 
time one over public health, to finally get 
things moving?
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But what can leaders do to create and sustain such 
trustworthiness? Research has identified several steps 
leaders can take:

Communicate. A leader’s words and actions should show 
that he or she is working diligently to protect and advance 
the well-being and security of constituents or employees. 
Good intentions matter. People are more likely to trust 
leaders whom they see as altruistic and committed.

Demonstrate competence. When we place our trust in 
someone, we put ourselves at risk. We need to believe our 
leaders are competent. We need to be reassured that not 
only are their intentions in line with our interests, but also 
that they can deliver.

Practise transparency. We regard leaders as more trustworthy 
when we feel we know who they are and what values they 
hold dear. We’re more comfortable, moreover, when we 
feel we can understand and predict their actions. Thus, 

Roderick M. Kramer, Professor, Stanford Graduate School of Business, and 
Visiting Professor, Harvard Kennedy School
Todd L. Pittinsky, Professor, Stony Brook University, and Senior Lecturer 
Harvard Graduate School of Education 

Trust in leaders

Apparently, the United States enjoys a surplus of 
deficits. President Obama’s first State of the Union 
address warned that we are weakened and endangered 
not only by our financial deficit, but also by a deficit 
in trust. 

He wasn’t making that up. Polls find that Americans’ trust 
in business and political leaders is in the dumps–and not 
springing back to life anytime soon. After all, if we can’t 
trust our leaders not to manipulate interest rates, tap dead 
people’s phones, let top athletes cheat for years, or wreck 
the world economy–well, what can we trust them for?

We’ve heard it all before–the president, the polls, the 
pundits, the public–but can anyone do anything about it? 
As a matter of fact, yes. There are concrete steps leaders 
can take to begin restoring trust, which then-Secretary of 
State George Schulz once astutely referred to as “the coin 
of the realm.” (And this was during his testimony before 
the Congressional committee investigating the Iran-Contra 
scandal, so who are we to argue?)

But in this image-obsessed age when politicians admit 
cheerfully that they want to create a “perception” of being 
honest or decisive, we need to remember that trust is the 
perception and trustworthiness is the reality. So unless 
you are a leader who can actually fool all of the people 
all of the time, you need to earn people’s trust by being 
trustworthy. Trust should be thought of as a byproduct–and 
benefit–of having first provided trustworthy leadership and 
organizational performance.
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we expect leaders to be transparent about the procedures 
they use when reaching major decisions and about the 
consequences of those decisions.

Be vigilant. We expect our leaders to do the necessary due 
diligence on our behalf. Former Intel CEO Andrew Grove 
liked to remind his managers and employees, “Only the 
paranoid survive.” He wanted everyone in his organisation 
to maintain a healthy sustained scrutiny of their fast-moving, 
hyper-competitive environment.

Political and business leaders often bemoan the “fragility” 
of trust–so hard to earn and so easy to lose, they whine. 
But that’s exactly the way it should be. We should be stingy 
when it comes to trust. We should dole it out sparingly and 
only to those who have passed the tests. If trust is the coin 
of the realm, it’s worth spending frugally and wisely.

Recommended reference
Roderick M. Kramer, Restoring Trust in Organizations and Leaders, Oxford 
University Press, 2012

This article previously appeared on the OECD Insights Blog: www.oecdinsights.org

There are concrete steps leaders can take 
to begin restoring trust

REBUILDING TRUST 
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and construction of a reusable space vehicle. The X Prize 
was worth $10 million, but it mobilised an estimated $100 
million in aerospace R&D from 26 teams around the world. 
What is less well known is that the prize was financed by 
an insurance policy–that is to say, someone somewhere 
thought a successful outcome was unlikely enough to be 
worth betting against.

What people had underestimated was the number of teams, 
and the dedication of each to pursue the venture. This 
insight was one of the first compelling cases made that 
there were more resources out there–at the “bottom”, as 
it were–to be leveraged for ambitiously meaningful goals. 
That lesson was to prove just as valid for international 
development. 

The years since have seen a steady erosion of the notion that 
public goods and services are clearly distinguishable from 
private goods. With this has come the emergence of ideas 
for giving that don’t meet traditional notions of philanthropy. 
Take the website Kickstarter, where moviemakers create 
campaigns to raise funding for a documentary or where 
campaigns are set up to benefit individuals like Karen Klein, 
a bus monitor who was filmed being bullied by her students. 
There is a feeling that documentaries laying bare social 

Trusting in crowds 

“Crowdsourcing” pools the strength of the many to 
perform complex tasks–everything from funding a 
film to sequencing DNA. At its heart is trust–not a 
blanket belief in great institutions, but rather the 
confidence among individuals that each will do the 
right thing. Its power is being increasingly felt today, 
even in the world of international development. 

“You can’t hold a marketplace [for projects] in the atrium of 
the World Bank. What if people visiting the bank were to run 
into all this?” That remark from a managing director of the 
World Bank in 1999 succinctly captured the concerns that 
shape the technocrat’s pursuit of international development 
as a top-down, centralised exercise intermediated through 
governments. It was also the same conversation that 
triggered the “Well, why not?” impulse that led me–then 
an employee at the World Bank–and my co-founder, Dennis 
Whittle, to start up GlobalGiving. 

At the time, it seemed quite radical to simply let as many 
people as possible come together to support development. 
But GlobalGiving has been “crowdsourcing world-saving” 
for over 10 years now. And today we’re not the only ones. 
We happen to work in international development, but 
crowdsourcing is happening in many other areas of the 
public good–from microloans to financing for independent 
films to DNA sequencing. Crowdsourcing has become 
the phenomenon it is today because of a combination of 
changes in technology, behaviour and expectations that have 
transformed not only how people contribute to the public 
good, but also who can meaningfully contribute. 

One of the first straws in the wind of this transformation 
was the X Prize, established in 1996 to spur the design 
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injustice need to be made, or that bus monitors need to be 
consoled, not so much for the public good but to convey a 
sense that all’s right with the world. Kickstarter started in 
2009 and by the following year had received $99 million in 
pledges for its campaigns. What does this have to do with 
crowdfunding international development? Simply this: it is 
now easier to make the case for saying that “world-saving” 
can start with something as simple as enabling individuals 
to give real people a helping hand.  

Multilateral foreign aid is rooted in a technocratic tradition. 
By contrast, philanthropy and nonprofit work have grown 
out of values, passion, even religion. As we sought to widen 
the circle of people engaged in international development, 
Dennis and I found ourselves increasingly trying to bridge 
those two heritages. The tension between the two becomes 
clearer when we consider what it is that drives people to 
act–a reasoned cost-benefit analysis or a great photo? As we 

GlobalGiving has been “crowdsourcing
world-saving” for over 10 years now

Mari Kuraishi
Co-Founder and President 
GlobalGiving Foundation
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know from research undertaken by Chip and Dan Heath 
(authors of Made to Stick), people are rarely motivated 
by hearing about big problems, but rather by the idea of 
helping an individual. So, we had to recognise that it is 
values like loyalty, justice, equity and brotherhood that drive 
people to act. But we also had to harness these individual 
motivations into systemic results. 

None of this would have been possible without technology. 
By 2002, technological advances convinced us that we 
could make the idea of feeding a landmine-sniffing rat 
in Tanzania just as real to a US donor as contributing to 
their local library. Although YouTube had still not been 
invented, it was clear that communicating reality would 
only become easier, faster, cheaper and richer–that we could 
show photos, videos and authentic words to prospective 
donors that conveyed the reality of what their donations 
could accomplish thousands of miles away. Technology also 
allows scalability–we work with over 2,000 projects in over 
130 countries with a full-time staff just short of 30.

Technology has enabled us to capture feedback from 
beneficiaries, from stakeholders and from donors incredibly 
cheaply. That, in turn, has allowed us to develop trust in 
our vetting, monitoring and training. Social media and 
social networking sites have only enhanced that basic 
trust, because not only can donors see how we vet the 
organisations we work with, but also the projects that their 

trusted friends are helping. Technology has made possible 
an incredibly subtle thing–the pooling of tiny increments 
of individual trust to be added and daisy-chained up into 
a systemic effect. 

This level of feedback and monitoring also allows us to 
bypass a dilemma that I believe continues to bedevil official 
assistance: namely, the lack of accountability of multilateral 

aid flows channelled through governments. Funds may be 
misused or even lost, leaving the communities living in 
those countries in the lurch. That’s why being free to support 
those communities directly, picking and choosing the 
organizations that we could monitor and hold accountable, 
was, and continues to be, attractive.

In short, it’s easier now to argue that an individual’s actions 
really can move the needle on international development. 
Governments and institutions–whether they are newspapers 
or professional critics–are needed less and less to validate 
authenticity, legitimacy or what constitutes the public good. 
This has clearly allowed more actors–many on the fringes 
or entirely out of the system 10 years ago–to get involved. 
Is that a good thing, or a disaster waiting to happen?

Technology has made it possible to pool 
together tiny increments of individual trust
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A juicy scandal could destroy a lot of the goodwill that 
has built up around crowdsourcing in the last 10 to  
15 years, though of course, the old institutional system 
was hardly immune to scandals, either. Yet even with the 
risk of scandals, the fact that so many organisations are 
engaging in small, distributed, decentralised efforts will 
surely contribute to systemic resilience and dynamism. It 
is, after all, the Darwinian model. Nurturing the continuous 
emergence of diverse efforts, and ensuring that resources 
flow to the more successful innovations, is the equivalent 
of running continuous tests and doubling down on the 
most successful treatments. 

To draw an analogy that should be familiar to many, it’s the 
difference between blanketing the national electorate with 
one or two expensively produced television advertisements 
or sending out hundreds of millions of emails weekly and 
shifting their content constantly as recipients give you 
feedback by clicking them open, or not. It was a winning 
strategy for the Obama campaign, clearly. I think it’s also 
a winning strategy for development.

Recommended link and reference
www.globalgiving.org
Heath, Chip and Dan Heath (2010), Made to Stick, Random House, New York.

Did you know that one-third of the total value of 
motor vehicles exported from Germany actually 
comes from other countries, while nearly 40% of 
the total value of China’s electronics exports come 
from foreign sources?

While conventional trade data suggest that 
services represent less than one-quarter of total 
trade, on a value-added basis services trade 
reaches an average 50% of OECD countries’ 
exports, and well above that in the United States, 
the United Kingdom, France, Germany and Italy–in 
large part because services add significant value 
to manufacturing output.
 
Bilateral trade surpluses of major commodity 
exporters like Australia, Brazil and Canada with 
their key trading partners shrink on a value-added 
basis, as their raw materials are further processed 
by trading partners and then re-exported–
highlighting where these countries might “move 
up” the value chain.

Global value chains have become a dominant 
feature of today’s global economy. The 
proliferation of internationally fragmented 
production, driven by technological progress, cost, 
access to resources and markets, and trade policy 
reforms, challenges our conventional wisdom on 

how we look at and interpret trade statistics and, 
in particular, the policies that we develop around 
them. Traditional measures of trade, which record 
gross flows of goods and services each and every 
time they cross borders, may not accurately reflect 
modern trade patterns and could, if taken alone, 
lead to ill-informed policy decisions.

The joint OECD–WTO Trade in Value-Added 
Initiative breaks with conventional measurements 

Better understanding global trade flows

of trade. It seeks instead to analyse the value 
added by a country in the production of any good 
or service that is then exported, and offers a fuller 
picture of commercial relations between nations.

Learn more about understanding trade flows by 
watching this video at
www.oecd.org/newsroom/photosandvideos
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launched a co-operative effort to gather information to 
bridge this statistical gap.

New international specialisation creates forms of trade that 
could not exist if the world economy were still dominated by 
the 19th century concept of comparative advantage in final 
goods. The possibility of specialising in limited segments 
of complex international production chains has allowed 
smaller economies to develop an industrial base, something 
that would have been impossible when industries had to 
grasp and dominate all production stages. A report from 
the United Nations Industrial Development Organisation 
(UNIDO) noted that “the main cause of the large upward 
leaps appears to be participation in integrated production 

Pascal Lamy
Director-General 
World Trade Organisation

The value of trade

The emergence of global value chains in manufacturing 
and services has revolutionised the way the world 
trades. It has also provided a valuable entry point 
for many developing economies into the global 
economy. Thanks to the combined efforts of the 
WTO and OECD, we now have a strong data-based 
understanding of these impacts, which will be vital 
to the design of effective trade policies.

Over the last two decades, one of the most important 
changes in international trade has been the growing 
interconnectedness of production processes in vertical 
chains that stretch across many countries and regions. 
In this new division of labour, each industry specialises 
more and more in particular stages of goods or services 
production. Because industries in a given country tend to 
share similar characteristics, this process leads to a new 
international division of labour and business functions 
that has profound implications on the way world trade is 
reorganising itself. 

Until very recently, we lacked proper data to fully understand 
the extent and implications of this structural change. This 
is why four years ago we at the World Trade Organisation 
(WTO) launched the “Made in the World” initiative and 
partnered with Japan’s Institute of Developing Economies-
Japan External Trade Organisation (IDE-JETRO) to look into 
these transformations, starting with the Asian region. Since 
then a large coalition of organisations, research institutes 
and statistical offices led by the WTO and the OECD has 

networks, which sharply raises the share of complex products 
in exports”. Large emerging economies have developed their 
specialisation and have even become dominant players in 
certain market segments, creating millions of jobs and 
eradicating extreme poverty in the process.

Value chains may also have an unexpected productivity 
impact on more traditional activities. The availability of 
affordable mobile phone handsets creates opportunities 
for informal producers in remote areas to enhance their 
market access, better price their products and benefit from 
innovative online training programmes.

Indeed, insertion within value chains creates not only 
trade, but jobs. In less developed countries it opens up 
opportunities for segments of the population that were 
previously excluded from traditional manufacturing 
activities. To quote a minister of trade from one Central 
American country, “It has allowed many women to acquire 
a job in an electronic assembly line and move away from 
cutting sugar canes in the fields”.

Because countries tend to specialise in their comparative 
advantage, jobs created in developing countries are often 
of lower skills and value-added than those created in 
developed countries. But it would be misleading to compare 
the quality of jobs created in countries at very different 
stages of industrialisation in such simple terms. From a 
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The possibility of specialising has allowed 
smaller economies to develop an industrial base
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social perspective, there are two points: first, we should 
compare the quality of the jobs created by value chains 
with the situation in the rest of the domestic economy and, 
second, we should identify the prospects and opportunities 
for further economic and social upgrading.

With regard to the first point, data gathered by the OECD 
show that wages paid in export-oriented industries were 
at least equal to, and often higher than, similar jobs in the 
rest of the domestic economy. Moreover, the premium 
for skilled workers can be significantly higher. Indeed, 
because jobs created by export-oriented activities are 
relatively attractive, they tend to induce massive internal 
migration, often of young adults, who tend to suffer most 
from unemployment. Such territorial impacts are clearly 
observable in the coastal territories of China and in the 
northern states of Mexico. To accommodate this influx of 
young adults, national and local authorities have had to 
make important investments in providing the necessary 
infrastructure, education and medical services, often in 
co-ordination with industry itself.

Obviously, value chains are not a magic bullet. They have 
their own fragilities. They are only an additional card in the 
hand of countries, and in particular poorer ones, to boost 
their industrial base and to increase their competitiveness. 
Fostering the potential for economic and social upgrading 
implies attracting vertical foreign direct investment, devising 
a virtuous circle of productivity, which implies developing 
new policies, including trade and transport facilitation, 

but also education, investment in human capital, and 
research and development. Upgrading also means revising 
labour and environment standards at the lower end of 
value chains and progressively adopting not only the best 
techniques, but also the corporate social responsibilities 
of the lead firms.

Eventually, value chains also mean increased interdependency 
among national economies that rely on their trade partners for 
importing the intermediate inputs required for the production 
of goods and services, which they will either consume 
domestically or export. This means that access to competitive 
imports affects a country’s export competitiveness and has 
profound implications on the way we need to reframe trade 
policies, hence trade negotiations. 

Another issue, of critical importance in the present context 
of global recession, is that trade within value chains has 
raised questions over the relevance of traditional trade 
statistics. By applying the total value of imports to the last 
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country in the value chain, traditional statistics mask the 
origin of the parts and components incorporated in the 
final goods, skewing the economic relevance of bilateral 
trade balances.

This issue has become particularly relevant in the wake of the 
2008/2009 economic crisis. Mounting external imbalances 
during the 2000s have been blamed for triggering the crisis, 
and their persistence is often used to justify protectionist 
policies. New data, produced in particular thanks to close 
co-operation between the OECD and the WTO, will allow 
us to better understand the actual significance of these 
bilateral balances and avoid misinterpretation or inadequate 
policy decisions. What these new data, recently released to 
the wider public, tell us is that more than ever, individual 
nations are closely interconnected, down to the deepest 
sector of their productive economy. 

In a situation where individual performance depends upon 
the behaviour of others, the international community needs 
to strengthen global governance in order not only to make 
best use of the new sources of common prosperity, but also 
to harness the vulnerability of our interdependence.

Recommended links and references
www.wto.org 

Measuring Trade in Value Added: An OECD-WTO joint initiative:  
www.oecd.org/trade/valueadded 

United Nations Industrial Development Organisation (UNIDO) (2002),  
Industrial Development Report 2002/2003, Vienna.
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Trade within value chains has raised questions 
over the relevance of traditional trade statistics
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Fixing finance

There are good reasons why the public has lost 
confidence in banking and finance. Two issues in 
particular must be addressed before it can be restored–
moral hazard and conflict of interest. Reforms should 
ensure that banks and bankers–not taxpayers–pay 
the price of failure and are held fully accountable 
for their actions.

Confidence in the financial sector has taken some sharp 
hits since the financial crisis started: subprime mortgages 
traded as triple-A investments, trillions in bailouts and 
lost output, rogue traders losing their banks billions, the 
Libor rate-fixing scandal, etc. All these scandals revolve to a 
large extent around the two main shortcomings that afflict 
the financial sector: moral hazard and conflict of interest. 

The first issue, moral hazard, refers to a situation where 
someone has an incentive to take a bigger risk because they 
know someone else will pay the bill if it doesn’t pay off. In 
short, “heads I win, tails you lose!” In the financial sector, 
this issue is everywhere. On the trading floor, traders get 
a nice bonus if their risks pay off; if they don’t, it’s their 
employer or client who bears the loss. At the top of the 
hierarchy, chief executives at big global banks get vast 
bonuses when they are successful and attractive severance 
packages when they leave, sometimes even when they have 
done a poor job. At a macroeconomic level, banks that are 

“too big to fail” can reap great profits from bets that go well, 
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whereas losses that threaten their existence are borne by 
taxpayers in the form of bailouts.

Let’s take a closer look at bailouts. Traditional commercial banks 
provide essential services throughout our economies: supplying 
loans to businesses and families, safeguarding savings and 
providing payment services. Letting a big commercial bank 
go bankrupt is therefore a risk that no government wants to 
take. However, in today’s financial system, big commercial 
banks are usually also big investment banks engaging in a 
totally different type of banking, which tends to be more risky 
and speculative. On average, large European banks dedicate 
less than 30% of their balance sheet to lending to households 
and nonfinancial companies and institutions. When the 
investment-banking arm of these universal banks pushes 
them over the edge in a catastrophic scenario, governments 
have no choice but to bail them out in order to avoid major 
disruptions in the functioning of the economy. To make 
things worse, the high degree of interconnectedness in the 
financial sector means that even pure investment banks need 
public guarantees if they are considered big enough to pull 
universal banks down with them. 

Universal banks, especially those deemed “too big to fail” or 
“systemically important”, thus enjoy an implicit government 
guarantee. This makes them a less risky option for lenders 
and thereby drives down their borrowing cost compared to 
smaller or more specialised banks. This distorts not only 
competition, but also the very funding structure of banks: 
on average, European commercial banks need to finance 
15% of their loans with wholesale funding to bridge the 
gap with deposits, whereas their trading activities bring 
this proportion to 50%. As wholesale funding is by its 
nature more volatile than deposits, the combination of 
both activities (lending and trading) leads to increased 
volatility in the funding structure of universal banks as a 
whole, including their commercial banking activities. To 
put it simply, the implicit government guarantee gives 
large universal banks an incentive to leverage their balance 
sheets to the detriment of traditional commercial banking 
activities. In good times, taxpayers benefit very little from 
the guarantee they provide but, in times of crisis, they pay 
heavily. In short: private gains, public losses. 

Thierry Philipponnat, Secretary-General, and Aline Fares, Advisor to the 
Secretary-General, Finance Watch

©
 D

R

©
 D

R



84  OECD Yearbook 2013 © OECD 2013

REBUILDING TRUST

Putting an end to moral hazard is essential. This requires, 
among other things, a clear separation of commercial and 
investment banking activities to ensure that taxpayers 
are insulated from providing a guarantee for risky and 
speculative activities. Such a separation could actually 
give an impulse to economic growth and increase the 
competitiveness of the financial sector thanks to its impact 
on banks’ size and complexity. Indeed, it would shrink both 
the size of banks and the banking sector as a whole, which, 
as a recent study from the Bank for International Settlements 
(BIS) shows, would have a positive impact on economic 
growth. Either way, the simple argument that banks should 
be able to absorb losses or even go bankrupt without pulling 
down the entire economy is incontestable. 

At the European level, a high-level expert group led by 
Erkki Liikanen, the governor of the Bank of Finland, has 
advised the European Commission to take steps towards 

the interest rates they have been paying for their short-term 
financing. At the same time, they hold financial instruments 
whose value is determined by Libor, and they depend on 
Libor for their financing costs. The rate, therefore, has a 
significant impact on their profitability. Influencing Libor 
by fabricating quotes then becomes a temptation. 

Another example of conflict of interest can be seen with 
financial advisors. In many, if not most, cases, a financial 
advisor has strong financial incentives to steer clients in a 
direction that does not serve their best interests. When an 
advisor gains financially from promoting certain products, 
he or she becomes nothing but a salesperson in disguise.  

To tackle conflict of interest, regulation is needed that blocks 
or neutralises perverse incentives. Also, within financial 
institutions, employees, management and executives must 
be held responsible for their acts, as well as the corporation 
itself. 

The public has lost confidence in our banks since 2008, 
and not without justification. Despite this, far-reaching 
reforms are still lacking, meaning that for many banks 
post-crisis banking is business as usual. Both moral hazard 
and conflict of interest remain pervasive. But the problem 
is by no means set in stone, and the solution today involves 
changing the rules of the game. A new framework for the 
financial sector would benefit everyone in the long run: 
citizens and entrepreneurs would operate in a less crisis-
prone economic environment, bankers would be able 
to win back the trust of the public and of investors, and 
regulators would not have to worry about losing control 
over a Leviathan financial sector that can pull down the 
world economy. 

Recommended link and references
www.finance-watch.org

Cecchetti, S.G. and E. Kharroubi (2012), “Reassessing the impact of finance on growth”, 
BIS Working Papers No. 381, BIS, Basel.

Liikanen, E. et al. (2012), High-Level Expert Group on Reforming the Structure of the 

EU Banking Sector, Final report, European Commission, Brussels.   
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a separation of trading activities. At Finance Watch we 
applaud this recommendation, even though we fear that 
it does not go far enough. It is therefore crucial that these 
proposals be understood as a strict minimum among the 
reforms needed. 

The second issue that needs to be tackled to restore trust 
is conflict of interest, which is ubiquitous in the financial 
sector. Take the Libor scandal: banks are asked to submit 

A financial advisor has strong financial 
incentives to steer clients in a direction that 
does not serve their best interests
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This increased media attention and the inherent challenge 
of dealing comprehensively with such a complex subject has 
encouraged the perception that the rules for the taxation 
of cross-border activities are regularly broken and that 
taxes are paid only by the naive. MNEs stand accused of 
dodging taxes all around the world and in particular in 
developing countries, where tax revenue is critical to foster 
long-term development. Little wonder demonstrations by 
angry taxpayers have taken place in several global locations 
recently. 

Of course, businesses have a responsibility towards their 
shareholders to maximise their profits, which means legally 
reducing the taxes their companies pay. They consider 
most of the accusations to be unjustified and point out 
that their multinationals are subject to double taxation 
on their profits from cross-border activities, with speedy 
agreements among governments on which country should 
tax what as utopia. 

The debate over base erosion and profit shifting (BEPS) 
has reached the highest political level and has become 
an issue on the agenda of several OECD and non-OECD 
countries. Governments are responsible for designing their 
tax systems. The G20 leaders’ meeting in Los Cabos on 
18-19 June 2012 explicitly referred to “the need to prevent 
base erosion and profit shifting” in their final declaration. 
G20 finance ministers, triggered by a joint statement of 
United Kingdom Chancellor George Osborne and German 
Finance Minister Wolfgang Shaüble, have asked the OECD 
to report on this issue by their meeting in February 2013. 
Such a concern was also voiced by US President Barack 
Obama in his Framework for Business Tax Reform, where 
it is stated that “the empirical evidence suggests that 
income-shifting behaviour by multinational corporations 
is a significant concern that should be addressed through 
tax reform”.

The OECD is acting on this call. After all, helping to develop 
rules that support the efficient operation of global markets 
is one of our key objectives. This involves providing a 
policy framework that achieves a fair allocation of taxing 
rights between countries. The arm’s length principle 
and the elimination of double taxation are essential 

What the BEPS are we talking about? 

“Recently more and more enterprises organised abroad 
by American firms have arranged their corporate 
structures aided by artificial arrangements between 
parent and subsidiary regarding intercompany pricing, 
the transfer of patent licensing rights, the shifting of 
management fees, and similar practices [...] in order 
to reduce sharply or eliminate completely their tax 
liabilities both at home and abroad.” 

These words were not uttered recently in reaction to the 
many stories of tax avoidance currently in the media. Rather, 
they are the words of President Kennedy in a statement made 
in 1961. Yet they have an uncanny relevance today as the 
list of global tax controversies lengthens, often concerning 
household names of the new transparent, “flat-management” 
global economy. The newspapers are full of stories, with 
Bloomberg’s “The Great Corporate Tax Dodge”, the New 
York Times’ “But Nobody Pays That”, The Times’ “Secrets of 
Tax Avoiders” and the Guardian’s “Tax Gap” as only some 
examples of the increased media attention to corporations’ 
tax affairs. Civil society and NGOs have been even more 
vocal, sometimes addressing very complex tax issues in 
a simplistic manner and pointing fingers at the arm’s 
length principle (based on which different entities with a 
multinational enterprise, or MNE group, are required to 
transact as if they were independent, for tax purposes) as 
the cause of all these problems.

REBUILDING TRUST

Pascal Saint-Amans
Director, OECD 
Centre for Tax Policy 
and Administration 

Raffaele Russo
Senior Advisor, OECD 
Centre for Tax Policy 
and Administration
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REBUILDING TRUST

elements of that framework, but so is the elimination of 
inappropriate double nontaxation, whether that arises from 
borderline strategies put in place by aggressive taxpayers 
or from tax policies introduced by national governments.

It is easier said than done. The first step was to carry out an  
in-depth analysis of BEPS issues to identify what the 
problems are and the different factors that have determined 
them. For years the OECD has promoted dialogue and 
co-operation between governments on tax matters. There 
is the Model Tax Convention on Income and on Capital 
which forms the basis for negotiation of the more than 
3,000 existing bilateral tax treaties in the world. There 
are the Transfer Pricing Guidelines for Multinational 
Enterprises and Tax Administrations, which embody the 
international standard to allocate profits among different 
parts of an MNE group. Several studies have been carried 
out on aggressive tax planning to help governments 
respond more quickly to tax risks. The Forum on Harmful 
Tax Practices has built support for fair competition and 
minimised tax-induced distortions, with more than  
40 regimes identified over time as potentially harmful, all 
of which have been abolished or modified. And, of course, 
the work on tax policy and statistics, which has dealt with 
the effects of taxation on foreign direct investment and how 
to implement sensible corporate tax reforms.

The OECD published Addressing Base Erosion and Profit 
Shifting in February 2013. The report analyses the root causes 
of BEPS and identifies six key pressure areas: (1) hybrids 
and mismatches which generate arbitrage opportunities; 
(2) the residence-source tax balance, in the context in 
particular of the digital economy; (3) intragroup financing, 
with companies in high-tax countries being loaded with 
debt; (4) transfer pricing issues, such as the treatment of 
group synergies, location savings; (5) the effectiveness of 
anti-avoidance rules, which are often watered down because 
of heavy lobbying and competitive pressure; (6) the existence 
of preferential regimes. The report was discussed at the 

Moscow G20 meeting of finance ministers who expressed 
strong support for the work done and urged the development 
of a comprehensive action plan to be presented at the G20 
meeting in July. The action plan will provide comprehensive, 

coordinated strategies for countries concerned with BEPS, 
while at the same time ensuring a certain and predictable 
environment for business.
 
Corporate tax policy, and in particular its international side, 
may need another look. Some rules and their underlying 
policy were built on the assumption that one country would 
forgo taxation because another country would be imposing 
tax. In the modern global economy, this assumption is 
not always correct, as planning opportunities may result 
in profits ending up untaxed anywhere. Also, the world 
has changed. Many rules are grounded in an economic 
environment characterised by fixed assets, plants and 
machinery and a lower degree of economic integration 
across borders, rather than today’s digital economy where 
much of the profit lies in risk-taking and intangible assets, 
such as patents and trademarks. 

Not all issues are new, though, as our opening quote from 
President Kennedy shows. The aim of BEPS is to support 
countries’ efforts to shape fair, effective and efficient tax 
systems. Given its wide range of expertise, the OECD is 
in a position to deliver and meet the expectations of those 
committed to building better policies for better lives. 

Recommended link and reference
www.oecd.org/ctp/beps.htm
OECD (2013), Addressing Base Erosion and Pro�t Shi�ing, Paris. 

Businesses have a responsibility towards 
their shareholders to maximise their profits, 
which means legally reducing the taxes their 
companies pay
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Although oil and gas resources are still plentiful, to 

satisfy growing demand both now and in the future 

Total continues to make signifi cant discoveries. 

Relentlessly seeking to increase the productivity 

of oil and gas fi eld reserves, we innovate to exploit 

new sources of fossil fuel. But because oil and gas 

are precious, it will be vital to focus their usage 

in those areas where it is hardest to replace: in 

transportation and petrochemicals.

www.total.com
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Idea Factory

Restoring trust: Why should we?
Trust is essential for economic and social interaction. But numerous scandals, such as those involving interest rate manipulation, 
tax avoidance by multinationals and the ingredients in processed food, have created a climate of suspicion. Whom should we 
trust, and how can we recreate the trustworthiness on which trust depends?

“Less than one-fi fth of the general public believes 
business leaders and government offi cials will tell the 
truth when confronted with a diffi cult issue. There also 
is a growing trust gap between institutions and their 
leaders–globally, trust in business is 32 points higher 
than trust in business leaders to tell the truth; trust 
in government is 28 points higher than it is for 
government offi cials.”

“As faith in leaders has ebbed, people have put more 
trust in their peer group, defi ned as a ‘person like 
me’. Trust is being expressed in horizontal ways, 
rather than on a vertical axis. In some senses this is 
very good news: a world of ‘horizontal’ trust could 
potentially be a more democratic place. In other 
aspects, however, it is also challenging: when the 
wisdom of cyber crowds rules, sentiment (and 
policy) can suddenly swing in volatile ways.”

“Trust reduces transaction costs and facilitates smoother 
social exchanges and the accumulation of social capital. 
To obtain these benefi ts, however, we also require 
genuine trustworthiness. But the kind of deep and 
enduring trustworthiness upon which our well-being 
and security depend may require more institutional 
regulation and more oversight than we’ve often been 
willing to a¤ord in the past.”

Roderick M. Kramer and Todd L. Pittinsky, 
Restoring Trust in Organizations and 
Leaders: Enduring Challenges and 
Emerging Answers, OUP, 2012 

“Corruption is negatively linked to the level of 
investment and economic growth. A country that 
improves its standing on the corruption index 
from, say, 6 to 8 (where 0 is most corrupt, 10 least), 
will see an increase of 4 percentage points of 
investment, with consequent improvement in 
employment and economic growth.”

Hector O. Boham and Sam Rockson Asamoah, 
Corruption and Fraud Audit Consortium, 

Ghana Ltd 

Edelman Trust Barometer 2013, 
www.edelman.com 

Gillian Tett, “Davos take note: 
we don’t trust you”, Financial Times, 

25 January 2013 
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Austerity, fi scal consolidation and labour market 
reform dominate public debate. But many citizens 

are unconvinced their leaders are doing the right 
thing. The 2013 Edelman Trust Barometer shows 
trust in government below 50 percent in 62 percent 
of countries surveyed.

Democracies depend on trust and confi dence to 
function. Trust and confi dence legitimise decisive 
and effective action by governments, and encourage 
stakeholders to accept it. Without trust, policymaking 
becomes risk-averse. Furthermore, a fall in political 
trust can reduce social cohesion. Low levels of trust are 
particularly problematic when reforms involve diffi cult 
and unpopular choices, and when the confi dence of 
markets is critical to reignite growth. 

Fluctuations in trust, often related to economic cycles, 
are common, but the current situation suggests a loss 
of trust in government that is deeper, more prolonged 
and more systemic than previously, going well beyond 
mistrust of a particular leader or institution. Good 
economic management is part of the answer. Trust will 
increase when incomes rise and jobs are easier to fi nd. 

It is not simply the policies themselves or the 
outcomes of policy that determine levels of trust. 
The way policies are designed and implemented, 
and policymakers’ compliance with broader principles 
and standards of behaviour count too.

Integrity and fairness matter. A crucial determinant 
is that government can be expected to take the right 
decisions without the need for scrutiny. Two of the
top reasons cited for a lack of trust in government 
include corruption or fraud, and wrong incentives 
driving policies. 

Governments must act on these issues, building 
into policymaking and service delivery measures 
to ensure reliability, fairness, responsiveness, 
inclusiveness and integrity. Supporting countries’ 
efforts to restore trust is a key element of the OECD’s 
New Approaches to Economic Challenges strategy. 
OECD work on integrity can be leveraged by 
governments to address the trust defi cit (by addressing 
undue infl uence and fair decision-making through 
better regulation of lobbying, confl ict of interest 
and political fi nance). Likewise, we are working with 
policymakers to improve openness and engagement 
(guiding transparency and open government reforms, 
regulatory consultation, and participatory processes).

Trust is a worthwhile investment. Citizens and 
markets who trust will bet on the success of the 
recovery, channelling investment, entrepreneurship, 
innovation and, ultimately, delivering inclusive and 
sustainable growth.

Andrew Davies and Paloma Baena Olabe, OECD Public Governance 
and Territorial Development Directorate

Out with the crisis, on with inclusive growth: why governments must invest
in trust

Join the debates: www.oecd.org/forum2013

“Social capital is an important gauge of public 
trust in the system. It cannot be accumulated in 
a short period.”

Shin Yul, “Restoring trust key to progress 
in politics”, Korea Herald, 1 August 2012 

 

PwC, Trust: the behavioural challenge,
www.pwc.co.uk
PwC, Trust: the behavioural challenge,
www.pwc.co.uk

“Even though regulators have an obligation to consider the 
ethics and culture of the fi rms they regulate, we believe that 
regulation is a false remedy for a lack of trust. Society’s 
expectations of business and political leaders are based on 
their compliance not with detailed rules, but with broader 
principles and standards of behaviour.”
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OECD Factbook

To view the OECD Factbook online, go to: www.OECD-iLibrary.org/factbook

To order book and USB memory stick versions, go to our online bookshop 

and search for “factbook”; www.oecd.org/bookshop

To get a version for your iPhone, go to the App Store. Blackberry and other 

smartphone versions available at: www.oecd.org/publications/factbook

OECD Factbook is OECD’s annual fl agship that presents key variables across the full subject 
range of OECD work.

Each variable is presented in a two-page spread, with defi nitions, overviews of recent trends, comments on 

comparability, and indications on where to go for more information on the left-hand side, and tables and graphs 

showing the actual data on the right-hand side. In some cases, more than one page of charts and graphs are 

shown. All of the charts and graphs include StatLinks, URLs linking to Excel® spreadsheet fi les containing the 

underlying data.
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92 Australia
93 Austria
94 Belgium
95 Brazil
96 Canada
97 Chile
98 China (People’s Republic of)
100 Czech Republic
101 Denmark
102 Estonia
103 Finland
104 France
106 Germany
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108 Hungary
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110 India
111 Indonesia
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115 Japan
116 Korea
117 Luxembourg
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121 New Zealand
122 Norway
123 Poland
124 Portugal
126 Russian Federation
128 Slovak Republic
129 Slovenia
130 South Africa
131 Spain
132 Sweden
133 Switzerland
134 Turkey
135 United Kingdom
136 United States

Country 
snapshots
OECD and partner countries
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Joined the OECD: 1971

Prime Minister: Julia Gillard

Ambassador to the OECD: 

Chris Barrett

Delegation website: 

www.france.embassy.gov.au/pari/OECD.html

Parliament website: www.aph.gov.au

Capital city: Canberra

COUNTRY SNAPSHOTS

Australia
Highlights
• GDP in Australia rose by more than 65% over the past 

decade.

• The total population stood at 22.3 million, of which 26.8% 
were foreign-born.

• Unemployment fell over the last decade, to 5.1%, bucking 
the trend in the OECD area where the rate rose from 6.3% 
to 8%.

• The employment rate for women was at 66.7%, compared 
with 78.7% for men and an OECD fi gure of 56.7%. 

• All-in taxes on the average worker came to 26.7% of labour 
cost, below the OECD average of 35.2%.

• Renewable energy accounted for 6.1% of Australia’s energy 
supply, equivalent to the level in 2001, compared with 8.2% 
for the OECD.

ECONOMY 2001 2011 3

Gross domestic product (US$ bln, PPPs) 567.9 946.4

GDP per capita (US$) 29 077 40 790 2

Real GDP growth (annual %) 3.9 1.8

Household disposable income (annual growth %) 3.5  ..

Budget balance (% of GDP) -0.1  ..

Public debt (% of GDP) 34.2  ..

Current account balance (% of GDP) -2.0 -2.3

Infl ation rate: all items (annual %) 4.4 3.4

Unit labour cost (annual growth %) 1.3  ..

Long-term interest rates (%) 5.62 4.88

Public expenditure on health (% of GDP) 5.4  ..

Private expenditure on health (% of GDP) 2.7  ..

Public expenditure on education (% of GDP)  .. 4.5 4

Private expenditure on education (% of GDP)  .. 1.5 4

NEW SOURCES OF GROWTH    

Renewable energy (% of energy supply) 6.1 6.1

Primary energy supply (Mtoe) 105.8 119.8

CO2 emissions from fuel combustion (mln tonnes) 351 383 2

R&D expenditure (US$ mln, 2005 prices, PPPs)  ..  ..

Tertiary graduation rates (% of population)  .. 37.6 2

Households with internet access (%)  ..  ..

1. Late 2000s data, based on Gini coeffi  cient  2. 2010 data  3. Unless otherwise indicated   4. 2009 data

GLOBALISATION 2001 2011 3

Imports of goods and services (% of GDP) 20.6  ..

Exports of goods and services (% of GDP) 20.6  ..

Net offi  cial development assistance (% of GNI)  .. 0.35

Foreign-born population (% of population)  .. 26.8 2

Migration for work (% of total migration)  .. 22.3 2

Outward FDI stocks (US$ bln)  .. 382

Inward FDI stocks (US$ bln)  .. 555

SOCIETY    

Population (thousands) 19 413 22 298 2

Life expectancy at birth (years) 79.7 81.8 2

Population, 65 and over (% of population) 12.5 13.7

Employment rates: men (%) 76.4 78.7

Employment rates: women (%) 61.7 66.7

Self-employment rates  (% of employed) 10.2 8.6

Unemployment rates (%) 6.8 5.1

Long-term unemployment (% of unemployed) 23.9 18.9

Income inequality, rank out of 34 (1: least unequal)  .. 26 1

Average hours actually worked (per year) 1 737 1 693

Taxes on average worker (all-in, % of labour cost) 27.6 26.7

Road fatalities (per mln inhabitants) 90 61 2
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COUNTRY SNAPSHOTS

Austria
Highlights
• GDP per capita in Austria reached over US$42,000 in 

2011, up from $29,000 in 2001.

• The total population stood at 8.4 million, of which 17.7% 
are aged 65 and over, compared with 15% for the OECD. 

• The employment rate for women was at 66.5%, up from 
59.9% in 2001.

• Unemployment stood at 4.1%, signifi cantly lower than 8% 
in the OECD area.

• Renewable energy accounted for 24.8% of total energy 
supply, compared with 8.2% for the OECD.

• Development aid came to 0.27% of gross national income.

ECONOMY 2001 2011 3

Gross domestic product (US$ bln, PPPs) 233.4 354.8

GDP per capita (US$) 29 025 42 132

Real GDP growth (annual %) 0.9 2.7

Household disposable income (annual growth %) -0.5 -0.2 2

Budget balance (% of GDP) -0.2 -2.6

Public debt (% of GDP) 71.7  ..

Current account balance (% of GDP) -0.8 1.9

Infl ation rate: all items (annual %) 2.7 3.3

Unit labour cost (annual growth %) 0.6 0.7

Long-term interest rates (%) 5.08 3.32

Public expenditure on health (% of GDP) 7.6 8.4 2

Private expenditure on health (% of GDP) 2.5 2.6 2

Public expenditure on education (% of GDP)  .. 5.7 4

Private expenditure on education (% of GDP)  .. 0.2 4

NEW SOURCES OF GROWTH    

Renewable energy (% of energy supply) 22.1 24.8

Primary energy supply (Mtoe) 30.2 32.6

CO2 emissions from fuel combustion (mln tonnes) 66 69 2

R&D expenditure (US$ mln, 2005 prices, PPPs) 5 266 8 184 2

Tertiary graduation rates (% of population)  .. 19.3 2

Households with internet access (%)  .. 75.4

1. Late 2000s data, based on Gini coeffi  cient  2. 2010 data  3. Unless otherwise indicated   4. 2009 data

GLOBALISATION 2001 2011 3

Imports of goods and services (% of GDP) 45.9 54.0

Exports of goods and services (% of GDP) 48.1 57.3

Net offi  cial development assistance (% of GNI)  .. 0.27

Foreign-born population (% of population)  .. 16.7 2

Migration for work (% of total migration)  .. 1.4 2

Outward FDI stocks (US$ bln)  .. 196

Inward FDI stocks (US$ bln)  .. 165

SOCIETY    

Population (thousands) 8 042 8 390 2 

Life expectancy at birth (years) 78.6 80.7 2

Population, 65 and over (% of population) 15.5 17.7

Employment rates: men (%) 76.6 77.8

Employment rates: women (%) 59.9 66.5

Self-employment rates  (% of employed) 12.1 11.3

Unemployment rates (%) 3.6 4.1

Long-term unemployment (% of unemployed) 23.3 25.9

Income inequality, rank out of 34 (1: least unequal)  .. 9 1

Average hours actually worked (per year) 1 714 1 600

Taxes on average worker (all-in, % of labour cost) 46.9 48.4

Road fatalities (per mln inhabitants) 119 66 2

Joined the OECD: 1961

Federal Chancellor: 

Werner Faymann

Ambassador to the OECD: 

Wolfgang Petritsch

Delegation website: www.bundeskanzleramt.at/oecd

Parliament website: www.parlament.gv.at

Capital city: Vienna
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Joined the OCDE: 1961

Prime Minister: Elio di Rupo

Ambassador to the OECD: 

Yves Haesendonck

Parliament websites: 

www.lachambre.be; www.senate.be

Capital city: Brussels

COUNTRY SNAPSHOTS

Belgium

• GDP per capita increased by just over US$10,000 between 
2001 and 2011, to $38 872.

• Public debt came to 102.4% of GDP in 2011, a decrease 
from 111.9% in 2001.

• Unemployment stood at 7.2%, of which 48.3% were 
classifi ed as long-term unemployed.

• The employment rate for women increased to 56.7% in 
2011, compared with 50.7% in 2001.

• All-in taxes on the average worker came in at 55.5% of 
labour cost, compared with 35.2% for the OECD.

• Renewable energy accounted for 4.8% of Belgium’s total 
energy supply, compared with 8.2% for the OECD.

ECONOMY 2001 2011 3

Gross domestic product (US$ bln, PPPs) 293.3 426.7

GDP per capita (US$) 28 524 38 872

Real GDP growth (annual %) 0.8 1.9

Household disposable income (annual growth %) 3.1 -1.3 2

Budget balance (% of GDP) 0.4 -3.9

Public debt (% of GDP) 111.9 102.4

Current account balance (% of GDP) 3.4 -1.1

Infl ation rate: all items (annual %) 2.5 3.5

Unit labour cost (annual growth %) 3.7 2.3

Long-term interest rates (%) 5.06 4.18

Public expenditure on health (% of GDP) 6.3 8.0 2

Private expenditure on health (% of GDP) 2.0 2.6 2

Public expenditure on education (% of GDP)  .. 6.4 4

Private expenditure on education (% of GDP)  .. 0.3 4

NEW SOURCES OF GROWTH    

Renewable energy (% of energy supply) 1.2 4.8

Primary energy supply (Mtoe) 58.4 55.9

CO2 emissions from fuel combustion (mln tonnes) 119 106 2

R&D expenditure (US$ mln, 2005 prices, PPPs) 6 497 7 109 2

Tertiary graduation rates (% of population)  .. 35.0 2

Households with internet access (%)  .. 76.5 

1. Late 2000s data, based on Gini coeffi  cient  2. 2010 data  3. Unless otherwise indicated   4. 2009 data

GLOBALISATION 2001 2011 3

Imports of goods and services (% of GDP) 74.2 83.1

Exports of goods and services (% of GDP) 77.8 84.3

Net offi  cial development assistance (% of GNI)  .. 0.53

Foreign-born population (% of population)  .. 14.4 2

Migration for work (% of total migration)  .. 18.3 2

Outward FDI stocks (US$ bln)  .. 970

Inward FDI stocks (US$ bln)  .. 999

SOCIETY    

Population (thousands) 10 287 10 896 2

Life expectancy at birth (years) 78.0 80.3 2

Population, 65 and over (% of population) 16.9 17.4

Employment rates: men (%) 68.5 67.1

Employment rates: women (%) 50.7 56.7

Self-employment rates  (% of employed) 12.7 10.5

Unemployment rates (%) 6.6 7.2

Long-term unemployment (% of unemployed) 51.7 48.3

Income inequality, rank out of 34 (1: least unequal)  .. 6 1

Average hours actually worked (per year) 1 577 1 577

Taxes on average worker (all-in, % of labour cost) 56.7 55.5

Road fatalities (per mln inhabitants) 144 76 2

Highlights
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COUNTRY SNAPSHOTS

Brazil

1. 2009 data  2. 2010 data  3. Unless otherwise indicated   

ECONOMY 2001 2011 3

Gross domestic product (US$ bln, PPPs) 1 278.3 2 172.1 2

GDP per capita (US$) 7 354 11 239 2

Real GDP growth (annual %) 1.3 7.5 2

Household disposable income (annual growth %)  ..  ..

Budget balance (% of GDP)  ..  ..

Public debt (% of GDP)  ..  ..

Current account balance (% of GDP) -4.2  ..

Infl ation rate: all items (annual %) 6.8 6.6

Unit labour cost (annual growth %)  ..  ..

Long-term interest rates (%)  ..  ..

Public expenditure on health (% of GDP) 3.1 4.2 2

Private expenditure on health (% of GDP) 4.2 4.8 2

Public expenditure on education (% of GDP)  .. 5.5 1

Private expenditure on education (% of GDP)  ..  ..

NEW SOURCES OF GROWTH    

Renewable energy (% of energy supply) 37.3  ..

Primary energy supply (Mtoe) 190.7  ..

CO2 emissions from fuel combustion (mln tonnes) 309 388 2

R&D expenditure (US$ mln, 2005 prices, PPPs)  ..  ..

Tertiary graduation rates (% of population)  .. 10.9 2

Households with internet access (%)  .. 37.8

GLOBALISATION 2001 2011 3

Imports of goods and services (% of GDP)  ..  ..

Exports of goods and services (% of GDP)  ..  ..

Net offi  cial development assistance (% of GNI)  ..  ..

Foreign-born population (% of population)  .. 0.4 2

Migration for work (% of total migration)  ..  ..

Outward FDI stocks (US$ bln)  .. 203

Inward FDI stocks (US$ bln)  .. 670

SOCIETY    

Population (thousands) 173 808 193 253 2

Life expectancy at birth (years) 70.5 73.2 2

Population, 65 and over (% of population) 5.6 7.0

Employment rates: men (%) 78.2  ..

Employment rates: women (%) 51.3  ..

Self-employment rates  (% of employed)  ..  ..

Unemployment rates (%) 11.2 6.0

Long-term unemployment (% of unemployed)  ..  ..

Income inequality, rank out of 34 (1: least unequal)  ..  ..

Average hours actually worked (per year)  ..  ..

Taxes on average worker (all-in, % of labour cost)  ..  ..

Road fatalities (per mln inhabitants)  ..  ..

President: Dilma Rousseff 

Parliament website: 

www.camara.gov.br/

Capital city: Brasilia

• The total population increased by almost 20 million 
between 2001 and 2010.

• Some 7% of the population were aged 65 and over in 2011, 
with a life expectancy of 73 years.

• Unemployment stood at 6%, a signifi cant decrease from 
11.2% in 2001 and below the OECD rate of 8%.

• Spending on health totalled 9% of GDP with slightly more 
private sector than public spending in 2010.

• Almost 38% of households now have access to the internet, 
well below the OECD fi gure of almost 75%.

Highlights



96  OECD Yearbook 2013 © OECD 2013

Joined the OECD: 1961

Prime Minister: Stephen Harper

Ambassador to the OECD: 

Judith A. LaRocque

Delegation website: www.canadainternational.gc.ca/oecd-ocde

Parliament website: www.parl.gc.ca

Capital city: Ottawa

COUNTRY SNAPSHOTS

Canada

• GDP per head stood at US$40,440, an increase of over 
$11,000 compared with 2001.

• Public debt came to 106.3% of GDP, slightly up on a decade 
earlier. 

• 14.4% of the population in 2011 were aged 65 and over, 
compared with 15% for the OECD.

• Unemployment stood at 7.5%, up from 7.2% in 2001 but 
below the OECD average of 8%.

• The employment rate for women was 68.9%, compared 
with 75% for men, and an OECD fi gure of 56.7%. 

• Renewable energy accounted for 18% of Canada’s energy 
supply, compared with 8.2% for the OECD.

• Development aid came to 0.31% of GNI.

1. Late 2000s data, based on Gini coeffi  cient  2. 2010 data  3. Unless otherwise indicated   4. 2009 data

ECONOMY  2001 2011 3

Gross domestic product (US$ bln, PPPs) 909.8 1 394.5

GDP per capita (US$) 29 332 40 440

Real GDP growth (annual %) 1.8 2.5

Household disposable income (annual growth %) 2.8 3.5 2

Budget balance (% of GDP) 0.7  ..

Public debt (% of GDP) 105.5 106.3

Current account balance (% of GDP) 2.3 -2.8

Infl ation rate: all items (annual %) 2.5 2.9

Unit labour cost (annual growth %) 2.3  ..

Long-term interest rates (%) 5.48 2.79

Public expenditure on health (% of GDP) 6.5 8.1 2

Private expenditure on health (% of GDP) 2.8 3.3 2

Public expenditure on education (% of GDP)  .. 4.8 4

Private expenditure on education (% of GDP)  .. 1.3 4

NEW SOURCES OF GROWTH    

Renewable energy (% of energy supply) 15.9 18.0

Primary energy supply (Mtoe) 247.9 256.1

CO2 emissions from fuel combustion (mln tonnes) 526 537 2

R&D expenditure (US$ mln, 2005 prices, PPPs) 21 215 21 708 2

Tertiary graduation rates (% of population)  .. 50.6 2

Households with internet access (%)  ..  ..

GLOBALISATION 2001 2011 3

Imports of goods and services (% of GDP) 37.8  ..

Exports of goods and services (% of GDP) 43.5  ..

Net offi  cial development assistance (% of GNI)  .. 0.31

Foreign-born population (% of population)  .. 21.3 2

Migration for work (% of total migration)  .. 27.3 2

Outward FDI stocks (US$ bln)  .. 670

Inward FDI stocks (US$ bln)  .. 595

SOCIETY    

Population (thousands) 31 019 34 109 2

Life expectancy at birth (years) 79.3  ..

Population, 65 and over (% of population) 12.6 14.4

Employment rates: men (%) 75.7 75.0

Employment rates: women (%) 65.9 68.9

Self-employment rates  (% of employed) 8.4 8.0

Unemployment rates (%) 7.2 7.5

Long-term unemployment (% of unemployed) 9.5 13.5

Income inequality, rank out of 34 (1: least unequal)  .. 23 1

Average hours actually worked (per year) 1 768 1 702

Taxes on average worker (all-in, % of labour cost) 32.0 30.8

Road fatalities (per mln inhabitants) 90 65 2

Highlights
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COUNTRY SNAPSHOTS

Chile 

Joined the OECD: 2010

President: Sebastián Piñera

Ambassador to the OECD: 

Raul Saez

Delegation website: 

www.chileabroad.gov.cl/ocde 

Parliament website: 

www.congreso.cl

Capital city: Santiago

ECONOMY 2001 2011 3

Gross domestic product (US$ bln, PPPs) 155.8 298.9

GDP per capita (US$) 10 004 17 312

Real GDP growth (annual %) 3.3 6.0

Household disposable income (annual growth %) 3.2 5.9 2

Budget balance (% of GDP)  ..  ..

Public debt (% of GDP)  .. 18.1

Current account balance (% of GDP)  .. -5.2

Infl ation rate: all items (annual %) 3.6 3.3

Unit labour cost (annual growth %)  ..  ..

Long-term interest rates (%)  .. 6.03

Public expenditure on health (% of GDP) 3.6 3.8 2

Private expenditure on health (% of GDP) 3.1 4.1 2

Public expenditure on education (% of GDP)  .. 4.3 4

Private expenditure on education (% of GDP)  .. 2.6 4

NEW SOURCES OF GROWTH    

Renewable energy (% of energy supply) 26.4 21.4

Primary energy supply (Mtoe) 24.7 32.4

CO2 emissions from fuel combustion (mln tonnes) 50 70 2

R&D expenditure (US$ mln, 2005 prices, PPPs)  ..  ..

Tertiary graduation rates (% of population)  .. 26.8 2

Households with internet access (%)  ..  ..

GLOBALISATION 2001 2011 3

Imports of goods and services (% of GDP) 30.9 34.7

Exports of goods and services (% of GDP) 32.3 38.1

Net offi  cial development assistance (% of GNI)  ..  ..

Foreign-born population (% of population)  .. 1.9 2

Migration for work (% of total migration)  ..  ..

Outward FDI stocks (US$ bln)  .. 56

Inward FDI stocks (US$ bln)  .. 145

SOCIETY    

Population (thousands) 15 572 17 094 2

Life expectancy at birth (years) 76.8 79.0 2

Population, 65 and over (% of population) 7.3 9.3

Employment rates: men (%) 71.2 73.6

Employment rates: women (%) 34.5 49.1

Self-employment rates  (% of employed) 24.7 26.0

Unemployment rates (%) 9.9 7.1

Long-term unemployment (% of unemployed)  ..  ..

Income inequality, rank out of 34 (1: least unequal)  .. 34 1

Average hours actually worked (per year) 2 242 2 047

Taxes on average worker (all-in, % of labour cost) 7.0 7.0

Road fatalities (per mln inhabitants) 100  ..

1. Late 2000s data, based on Gini coeffi  cient  2. 2010 data  3. Unless otherwise indicated   4. 2009 data

• GDP per head came to US$17,312 in 2011, up from 
$10,004 in 2001 and about half the OECD total.

• Unemployment fell over the last decade from 9.9% to 
7.1%, bucking the OECD trend where the rate rose from 
6.3% to 8%.

• The employment rate for women was just 49.1%, 
compared with 56.7% for the OECD and the rate for men 
in Chile of 73.6%.

• All-in taxes on the average worker came to 7% of labour 
cost, signifi cantly below the OECD average of 35.2%.

• Renewable energy accounted for 21.4% of Chile’s energy 
supply, compared with 8.2% for the OECD.

Highlights
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President: Xi Jinping

Parliament website: 

www.npc.gov.cn

Capital city: Beijing

COUNTRY SNAPSHOTS

China (People’s Republic of) 

• Of the total population of 1.34 billion, 8.4% were aged 65 
and over, up from 7.1% in 2001.

• CO2 emissions from fuel combustion more than doubled 
to 7,428 million tonnes in 2010, up from 3,403 million 
tonnes in 2001.

• R&D expenditure has increased sharply to over US$160 
billion in 2010.

• Some 31% of households have access to the internet, 
compared with the OECD fi gure of some 75%.

• Life expectancy in China is over 73 years.

• Public health expenditure has increased to 2.7% of GDP in 
2010.

1. 2010 data  2. Unless otherwise indicated

ECONOMY 2001 2011 2

Gross domestic product (US$ bln, PPPs) 3 337.5 10 085.7 1

GDP per capita (US$) 2 615 7 519 1

Real GDP growth (annual %) 8.3 10.3 1

Household disposable income (annual growth %)  ..  ..

Budget balance (% of GDP)  ..  ..

Public debt (% of GDP)  ..  ..

Current account balance (% of GDP)  ..  ..

Infl ation rate: all items (annual %) 0.7 5.4

Unit labour cost (annual growth %)  ..  ..

Long-term interest rates (%)  ..  ..

Public expenditure on health (% of GDP) 1.6 2.7 1

Private expenditure on health (% of GDP) 3.0 2.4 1

Public expenditure on education (% of GDP)  ..  ..

Private expenditure on education (% of GDP)  ..  ..

NEW SOURCES OF GROWTH    

Renewable energy (% of energy supply) 19.2  ..

Primary energy supply (Mtoe) 1 202.1  ..

CO2 emissions from fuel combustion (mln tonnes) 3 403 7 428 1

R&D expenditure (US$ mln, 2005 prices, PPPs) 34 673 161 552 1

Tertiary graduation rates (% of population)  .. 4.6 1

Households with internet access (%)  ..  30.9

GLOBALISATION 2001 2011 2

Imports of goods and services (% of GDP) 20.5 26.0

Exports of goods and services (% of GDP) 22.6 28.6

Net offi  cial development assistance (% of GNI)  ..  ..

Foreign-born population (% of population)  .. 0.1 1

Migration for work (% of total migration)  ..  ..

Outward FDI stocks (US$ bln)  .. 364

Inward FDI stocks (US$ bln)  .. 1 804

SOCIETY    

Population (thousands) 1 277 904 1 341 335 1

Life expectancy at birth (years) 71.5 73.3 1

Population, 65 and over (% of population) 7.1 8.4

Employment rates: men (%)  ..  ..

Employment rates: women (%)  ..  ..

Self-employment rates  (% of employed)  ..  ..

Unemployment rates (%)  ..  ..

Long-term unemployment (% of unemployed)  ..  ..

Income inequality, rank out of 34 (1: least unequal)  ..  ..

Average hours actually worked (per year)  ..  ..

Taxes on average worker (all-in, % of labour cost)  ..  ..

Road fatalities (per mln inhabitants)  .. 50 1

Highlights
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Czech Republic 

Joined the OECD: 1995

President: Miloš Zeman 

Prime Minister: Petr Necas

Ambassador to the OECD: 

Pavel Rozsypal

Delegation website: 

www.mzv.cz/oecd

Parliament website: 

www.psp.cz; www.senat.cz

Capital city: Prague

ECONOMY 2001 2011 3

Gross domestic product (US$ bln, PPPs) 172.1 274.7

GDP per capita (US$) 16 833 26 054

Real GDP growth (annual %) 3.1 1.7

Household disposable income (annual growth %) 2.3 0.2 2

Budget balance (% of GDP) -5.6 -3.1

Public debt (% of GDP) 29.3  ..

Current account balance (% of GDP) -5.1 -2.7

Infl ation rate: all items (annual %) 4.7 1.9

Unit labour cost (annual growth %) 5.5 0.3

Long-term interest rates (%) 6.31 3.71

Public expenditure on health (% of GDP) 5.8 6.3 2

Private expenditure on health (% of GDP) 0.7 1.2 2

Public expenditure on education (% of GDP)  .. 4.2 4

Private expenditure on education (% of GDP)  .. 0.6 4

NEW SOURCES OF GROWTH   

Renewable energy (% of energy supply) 3.5 7.2

Primary energy supply (Mtoe) 42.1 42.9

CO2 emissions from fuel combustion (mln tonnes) 121 114 2

R&D expenditure (US$ mln, 2005 prices, PPPs) 2 125 3 888 2

Tertiary graduation rates (% of population)  .. 16.8 2

Households with internet access (%)  .. 66.6

GLOBALISATION 2001 2011 3

Imports of goods and services (% of GDP) 64.1 70.7

Exports of goods and services (% of GDP) 62.6 74.9

Net offi  cial development assistance (% of GNI)  ..  ..

Foreign-born population (% of population)  .. 2.9 2

Migration for work (% of total migration)  ..  ..

Outward FDI stocks (US$ bln)  .. 15

Inward FDI stocks (US$ bln)  .. 125

SOCIETY    

Population (thousands) 10 236 10 520 2

Life expectancy at birth (years) 75.3 77.7 2

Population, 65 and over (% of population) 13.9 15.8

Employment rates: men (%) 73.6 74.0

Employment rates: women (%) 57.0 57.2

Self-employment rates  (% of employed) 10.2 12.9

Unemployment rates (%) 8.0 6.7

Long-term unemployment (% of unemployed) 52.7 41.6

Income inequality, rank out of 34 (1: least unequal)  .. 4 1

Average hours actually worked (per year) 1 827 1 774

Taxes on average worker (all-in, % of labour cost) 42.6 42.5

Road fatalities (per mln inhabitants) 130 76 2

1. Late 2000s data, based on Gini coeffi  cient  2. 2010 data  3. Unless otherwise indicated   4. 2009 data

• GDP per head rose by nearly US$10,000 in the decade to 
2011, reaching over $26,000 in 2011.

• The total population stood at 10.5 million, of which 15.8% 
were aged 65 and over, compared with 15% for the OECD.

• The unemployment rate of 6.7% has declined over the 
decade and is lower than the OECD rate of 8% in 2011. 

• The employment rate for women was at 57.2%, compared 
with 56.7% for the OECD. The rate for men in the Czech 
Republic was at 74%.

• Renewable energy increased from 3.5% of total energy 
supply to 7.2% in the same period.

Highlights

COUNTRY SNAPSHOTS
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COUNTRY SNAPSHOTS

Joined the OECD: 1961

Prime Minister: 

Helle Thorning-Schmidt

Ambassador to the OECD: 

Poul Erik Dam Kristensen

Delegation website: www.oecddelegationen.um.dk

Parliament website: www.ft.dk

Capital city: Copenhagen

Denmark

• GDP per head in Denmark rose by over US$11,000 in the 
past decade to over $40,000.

• Public debt came to 61.8% of GDP.

• 16.8% of the population of over 5.5 million, were aged 65 
and over in 2011.

• Unemployment stood at 7.6%, up from 4.5% in 2001.

• The employment rate for women was at 70.4%, compared 
with 56.7% for the OECD. The rate for men in Denmark 
was at 75.9%.

• Renewable energy accounted for 23.4% of Denmark’s 
energy supply, compared with 8.2% for the OECD.

• Development aid came to 0.86% of GNI, above the UN 
target of 0.7% of GNI.

• Public expenditure on health at 9.5% of GDP in 2010 was 
the highest of OECD countries.

1. Late 2000s data, based on Gini coeffi  cient  2. 2010 data  3. Unless otherwise indicated   4. 2009 data

ECONOMY 2001 2011 3

Gross domestic product (US$ bln, PPPs) 157.7 227.9

GDP per capita (US$) 29 432 40 929

Real GDP growth (annual %) 0.7 0.8

Household disposable income (annual growth %) 3.7 3.8 2

Budget balance (% of GDP) 1.2 -1.9

Public debt (% of GDP)  .. 61.8

Current account balance (% of GDP) 2.5 6.5

Infl ation rate: all items (annual %) 2.4 2.8

Unit labour cost (annual growth %) 4.2 0.5

Long-term interest rates (%) 5.09 2.73

Public expenditure on health (% of GDP) 7.7 9.5 2

Private expenditure on health (% of GDP) 1.4 1.7 2

Public expenditure on education (% of GDP)  .. 7.5 4

Private expenditure on education (% of GDP)  .. 0.3 4

NEW SOURCES OF GROWTH    

Renewable energy (% of energy supply) 10.3 23.4

Primary energy supply (Mtoe) 19.2 17.5

CO2 emissions from fuel combustion (mln tonnes) 52 47 2

R&D expenditure (US$ mln, 2005 prices, PPPs) 4 063 5 471 2

Tertiary graduation rates (% of population)  .. 33.3 2

Households with internet access (%)  .. 90.1

GLOBALISATION 2001 2011 3 

Imports of goods and services (% of GDP) 40.6 48.4

Exports of goods and services (% of GDP) 47.2 53.8

Net offi  cial development assistance (% of GNI)  .. 0.86

Foreign-born population (% of population)  .. 9.6 2

Migration for work (% of total migration)  .. 19.6 2

Outward FDI stocks (US$ bln)  .. 242

Inward FDI stocks (US$ bln)  .. 146

SOCIETY    

Population (thousands) 5 359 5 548 2

Life expectancy at birth (years) 77.0 79.3 2

Population, 65 and over (% of population) 14.8 16.8

Employment rates: men (%) 80.2 75.9

Employment rates: women (%) 71.4 70.4

Self-employment rates  (% of employed) 4.9 5.3

Unemployment rates (%) 4.5 7.6

Long-term unemployment (% of unemployed) 22.2 24.4

Income inequality, rank out of 34 (1: least unequal)  .. 2 1

Average hours actually worked (per year) 1 587 1 522

Taxes on average worker (all-in, % of labour cost) 43.3 38.4

Road fatalities (per mln inhabitants) 80 46 2

Highlights
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Estonia

ECONOMY 2001 2011 3

Gross domestic product (US$ bln, PPPs) 14.6 29.4

GDP per capita (US$) 10 691 21 938

Real GDP growth (annual %) 6.3 7.6

Household disposable income (annual growth %) 5.9 -2.7 2

Budget balance (% of GDP) -0.1 1.0

Public debt (% of GDP) 8.9  ..

Current account balance (% of GDP) -5.2 1.9

Infl ation rate: all items (annual %) 5.7 5.0

Unit labour cost (annual growth %) 3.7 1.2

Long-term interest rates (%)  ..  ..

Public expenditure on health (% of GDP) 3.8 5.0 2

Private expenditure on health (% of GDP) 1.0 1.3 2

Public expenditure on education (% of GDP)  .. 5.9 4

Private expenditure on education (% of GDP)  .. 0.4 4

NEW SOURCES OF GROWTH    

Renewable energy (% of energy supply) 11.0 13.7

Primary energy supply (Mtoe) 4.9 5.5

CO2 emissions from fuel combustion (mln tonnes) 15 18 2

R&D expenditure (US$ mln, 2005 prices, PPPs) 117 362 2

Tertiary graduation rates (% of population)  .. 35.3 2

Households with internet access (%)  .. 70.8

  

GLOBALISATION 2001 2011 3

Imports of goods and services (% of GDP) 82.3 87.8

Exports of goods and services (% of GDP) 79.8 92.7

Net offi  cial development assistance (% of GNI)  ..  ..

Foreign-born population (% of population)  .. 16.6 2

Migration for work (% of total migration)  ..  ..

Outward FDI stocks (US$ bln)  .. 5

Inward FDI stocks (US$ bln)  .. 17

SOCIETY    

Population (thousands) 1 364 1 340 2

Life expectancy at birth (years) 70.4 75.6 2

Population, 65 and over (% of population) 15.3 16.9

Employment rates: men (%) 65.8 67.8

Employment rates: women (%) 57.3 62.7

Self-employment rates  (% of employed) 5.5  ..

Unemployment rates (%) 12.6 12.5

Long-term unemployment (% of unemployed) 48.3 56.8

Income inequality, rank out of 34 (1: least unequal)  .. 21 1

Average hours actually worked (per year) 1 978 1 924

Taxes on average worker (all-in, % of labour cost) 41.0 40.1

Road fatalities (per mln inhabitants) 149 58 2

Joined the OECD: 2010

Prime Minister: Andrus Ansip

Ambassador to the OECD: 

Marten Kokk

Delegation website: www.oecd.vm.ee

Parliament website: www.riigikogu.ee

Capital city: Tallinn

1. Late 2000s data, based on Gini coeffi  cient  2. 2010 data  3. Unless otherwise indicated   4. 2009 data

• GDP in Estonia more than doubled to US$29.4 billion in 
the decade to 2011.

• The total population of 1.34 million has declined since 
2001, when it stood at almost 1.37 million.

• Unemployment stood at 12.5%, compared with 8% for the 
OECD generally.

• The employment rate for women was at 62.7%, compared 
with 67.8% for men, and OECD fi gures of 56.7% and 73% 
respectively.

• Renewable energy accounted for 13.7% of Estonia’s energy 
supply, compared with 8.2% for the OECD.

• Tertiary graduation rates of 35.3% are higher than the 
OECD rate of 30.7%.

Highlights

COUNTRY SNAPSHOTS
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COUNTRY SNAPSHOTS

Joined the OECD: 1969

President: Sauli Niinistö

Ambassador to the OECD: 

Antti Kuosmanen

Delegation website: www.fi nlandoecd.org

Parliament website: www.parliament.fi 

Capital city: Helsinki

Finland

• GDP per head in Finland rose by over US$11,000 in the past 
decade, to over $37,600.

• The total population was over 5.3 million, of which 17.8% 
were aged 65 and over, compared with 15.1% in 2001.

• All-in taxes on the average worker decreased in the past 
decade from almost 46.4% to 42.7%, compared with 35.2% 
for the OECD.

• The employment rates of women and men were at 67.5% 
and 70.9% respectively.

• Renewable energy accounted for 26.4% of Finland’s energy 
supply, compared with 8.2% for the OECD.

• Development aid came to 0.52% of gross national income, 
above the OECD-Development Assistance Committee 
average of 0.31%.

• 84.2% of households have access to internet, above the 
OECD average of 75%.

ECONOMY 2001 2011 3

Gross domestic product (US$ bln, PPPs) 137.6 202.8

GDP per capita (US$) 26 531 37 642

Real GDP growth (annual %) 2.3 2.7

Household disposable income (annual growth %) 3.2 2.5 2

Budget balance (% of GDP) 5.1 -0.9

Public debt (% of GDP) 50.1  ..

Current account balance (% of GDP) 8.4 -1.3

Infl ation rate: all items (annual %) 2.6 3.4

Unit labour cost (annual growth %) 3.5 2.4

Long-term interest rates (%) 5.04 3.01

Public expenditure on health (% of GDP) 5.3 6.6 2

Private expenditure on health (% of GDP) 2.1 2.3 2

Public expenditure on education (% of GDP)  .. 6.3 4

Private expenditure on education (% of GDP)  .. 0.1 4

NEW SOURCES OF GROWTH    

Renewable energy (% of energy supply) 22.6 26.4

Primary energy supply (Mtoe) 33.1 34.3

CO2 emissions from fuel combustion (mln tonnes) 60 63 2

R&D expenditure (US$ mln, 2005 prices, PPPs) 4 799 6 553 2

Tertiary graduation rates (% of population)  .. 38.1 2

Households with internet access (%)  .. 84.2

1. Late 2000s data, based on Gini coeffi  cient  2. 2010 data  3. Unless otherwise indicated   4. 2009 data

GLOBALISATION 2001 2011 3

Imports of goods and services (% of GDP) 32.1 41.4

Exports of goods and services (% of GDP) 41.5 40.7

Net offi  cial development assistance (% of GNI)  .. 0.52

Foreign-born population (% of population)  .. 3.7 2

Migration for work (% of total migration)  .. 5.8 2

Outward FDI stocks (US$ bln)  .. 139

Inward FDI stocks (US$ bln)  .. 83

SOCIETY    

Population (thousands) 5 188 5 363 2

Life expectancy at birth (years) 78.1 80.2 2

Population, 65 and over (% of population) 15.1 17.8

Employment rates: men (%) 71.2 70.9

Employment rates: women (%) 65.4 67.5

Self-employment rates  (% of employed) 8.9 8.8

Unemployment rates (%) 9.1 7.8

Long-term unemployment (% of unemployed) 26.2 22.6

Income inequality, rank out of 34 (1: least unequal)  .. 8 1

Average hours actually worked (per year) 1 733 1 684

Taxes on average worker (all-in, % of labour cost) 46.4 42.7

Road fatalities (per mln inhabitants) 83 51 2

Highlights
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France

Joined the OECD: 1961

President: François Hollande

Ambassador to the OECD: 

Pascale Andreani

Delegation website: www.delegfrance-ocde.org

Parliament website: www.parlement.fr

Capital city: Paris

ECONOMY 2001 2011 3

Gross domestic product (US$ bln, PPPs) 1 627.6 2 289.8

GDP per capita (US$) 26 611 35 133

Real GDP growth (annual %) 1.8 1.7

Household disposable income (annual growth %) 3.1 0.9 2

Budget balance (% of GDP) -1.7 -5.2

Public debt (% of GDP) 67.2  ..

Current account balance (% of GDP) 1.8 -2.0

Infl ation rate: all items (annual %) 1.6 2.1

Unit labour cost (annual growth %) 2.3 1.5

Long-term interest rates (%) 4.94 3.32

Public expenditure on health (% of GDP) 8.1 9.0 2

Private expenditure on health (% of GDP) 2.1 2.7 2

Public expenditure on education (% of GDP)  .. 5.8 4

Private expenditure on education (% of GDP)  .. 0.5 4

NEW SOURCES OF GROWTH    

Renewable energy (% of energy supply) 6.4 7.3

Primary energy supply (Mtoe) 260.3 251.4

CO2 emissions from fuel combustion (mln tonnes) 384 358 2

R&D expenditure (US$ mln, 2005 prices, PPPs) 38 479 43 214 2

Tertiary graduation rates (% of population)  .. 29.0 2

Households with internet access (%)  .. 75.9

GLOBALISATION 2001 2011 3

Imports of goods and services (% of GDP) 27.2 29.8

Exports of goods and services (% of GDP) 28.4 27.0

Net offi  cial development assistance (% of GNI)  .. 0.46

Foreign-born population (% of population)  .. 12.6 2

Migration for work (% of total migration)  .. 11.9 2

Outward FDI stocks (US$ bln)  .. 1 581

Inward FDI stocks (US$ bln)  .. 953

SOCIETY    

Population (thousands) 59 476 62 959 2

Life expectancy at birth (years) 79.2 81.3 2

Population, 65 and over (% of population) 16.2 17.2

Employment rates: men (%) 69.8 68.1

Employment rates: women (%) 55.7 59.7

Self-employment rates  (% of employed) 7.1  ..

Unemployment rates (%) 8.2 9.7

Long-term unemployment (% of unemployed) 36.8 41.4

Income inequality, rank out of 34 (1: least unequal)  .. 12 1

Average hours actually worked (per year) 1 514 1 476

Taxes on average worker (all-in, % of labour cost) 49.8 49.4

Road fatalities (per mln inhabitants) 130 64 2

1. Late 2000s data, based on Gini coeffi  cient  2. 2010 data  3. Unless otherwise indicated   4. 2009 data

• GDP per head stood at $35,133 in 2011, which was around 
the OECD average. 

• Unemployment stood at 9.7%, above the OECD rate of 8%. 
The long-term unemployed accounted for some 41% of the 
French total. 

• All-in taxes on the average worker were equivalent to nearly 
50% of labour costs, 15 percentage points above the OECD 
average. 

• Renewable energy accounted for 7.3% of France’s total 
energy supply, compared with 8.2% for the OECD as a 
whole.

• Development aid came to 0.46% of GNI, above the OECD-
Development Assistance Committee average of 0.31%.

• Public expenditure on health at 9% of GDP in 2010 was 
one of the highest of OECD countries.

Highlights

COUNTRY SNAPSHOTS



BETTER POLICIES FOR BETTER LIVES

OECD Model Tax Convention
on Income and Capital

Browse and order at www.oecd.org/bookshop



106  OECD Yearbook 2013 © OECD 2013

Joined the OECD: 1961

Federal Chancellor: 

Angela Merkel

Ambassador to the OECD: 

Hans-Juergen Heimsoeth

Delegation website: www.paris-oecd.diplo.de

Parliament website: www.bundestag.de

Capital city: Berlin

COUNTRY SNAPSHOTS

             

Germany

• GDP per head increased over the past decade to reach 
$39,518 in 2011.

• Unemployment fell by two percentage points over the past 
decade to 5.9%, bucking the trend in the OECD area where 
it rose from 6.3% to 8%.

• The proportion of the population aged 65 and over is 
20.7%, the second highest in OECD countries where the 
average is 15%.

• Renewable energy accounted for 11.3% of Germany’s 
energy supply, a sharp increase from 2.8% in 2001.

• Development aid came to 0.4% of GNI.

• All-in taxes on the average worker were equivalent to nearly 
50% of labour costs, well above the OECD average of 
around 35%. 

ECONOMY 2001 2011 3

Gross domestic product (US$ bln, PPPs) 2 199.1 3 231.8

GDP per capita (US$) 26 707 39 518

Real GDP growth (annual %) 1.5 3.0

Household disposable income (annual growth %) 1.7 0.9 2

Budget balance (% of GDP) -3.1 -1.0

Public debt (% of GDP) 60.2  ..

Current account balance (% of GDP) 0.0 5.7

Infl ation rate: all items (annual %) 1.9 2.3

Unit labour cost (annual growth %) 0.0 1.3

Long-term interest rates (%) 4.80 2.61

Public expenditure on health (% of GDP) 8.3 8.9 2

Private expenditure on health (% of GDP) 2.2 2.7 2

Public expenditure on education (% of GDP)  .. 4.5 4

Private expenditure on education (% of GDP)  .. 0.8 4

NEW SOURCES OF GROWTH    

Renewable energy (% of energy supply) 2.8 11.3

Primary energy supply (Mtoe) 346.7 307.2

CO2 emissions from fuel combustion (mln tonnes) 843 762 2

R&D expenditure (US$ mln, 2005 prices, PPPs) 62 557 77 098 2

Tertiary graduation rates (% of population)  .. 26.6 2

Households with internet access (%)  .. 83.3

1. Late 2000s data, based on Gini coeffi  cient  2. 2010 data  3. Unless otherwise indicated   4. 2009 data

GLOBALISATION 2001 2011 3

Imports of goods and services (% of GDP) 32.8 45.1

Exports of goods and services (% of GDP) 34.8 50.2

Net offi  cial development assistance (% of GNI)  .. 0.40

Foreign-born population (% of population)  .. 16.4 2

Migration for work (% of total migration)  .. 9.0 2

Outward FDI stocks (US$ bln)  .. 1 407

Inward FDI stocks (US$ bln)  .. 902

SOCIETY    

Population (thousands) 82 350 81 777 2

Life expectancy at birth (years) 78.5 80.5 2

Population, 65 and over (% of population) 16.9 20.7

Employment rates: men (%) 72.8 77.4

Employment rates: women (%) 58.7 67.7

Self-employment rates  (% of employed) 8.3 8.5

Unemployment rates (%) 7.9 5.9

Long-term unemployment (% of unemployed) 50.4 48.0

Income inequality, rank out of 34 (1: least unequal)  .. 15 1

Average hours actually worked (per year) 1 453 1 413

Taxes on average worker (all-in, % of labour cost) 51.9 49.8

Road fatalities (per mln inhabitants) 85 44 2

Highlights
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COUNTRY SNAPSHOTS

Greece 

ECONOMY 2001 2011 1

Gross domestic product (US$ bln, PPPs) 216.2 304.6

GDP per capita (US$) 19 744 26 934

Real GDP growth (annual %) 4.2 -6.9

Household disposable income (annual growth %) 4.1 -10.3 3

Budget balance (% of GDP) -4.5 -9.2

Public debt (% of GDP) 118.1 99.5

Current account balance (% of GDP) -7.2 -9.8

Infl ation rate: all items (annual %) 3.4 3.3

Unit labour cost (annual growth %) -0.1 -4.1

Long-term interest rates (%) 5.30 15.75

Public expenditure on health (% of GDP) 5.4 6.1 3

Private expenditure on health (% of GDP) 3.5 4.2 3

Public expenditure on education (% of GDP)  ..  ..

Private expenditure on education (% of GDP)  ..  ..

NEW SOURCES OF GROWTH    

Renewable energy (% of energy supply) 4.7 7.2

Primary energy supply (Mtoe) 28.0 26.5

CO2 emissions from fuel combustion (mln tonnes) 90 84 3

R&D expenditure (US$ mln, 2005 prices, PPPs) 1 356  ..

Tertiary graduation rates (% of population)  .. 24.6 3

Households with internet access (%)  .. 50.2

GLOBALISATION 2001 2011 1

Imports of goods and services (% of GDP) 38.4 31.5

Exports of goods and services (% of GDP) 24.9 24.0

Net offi  cial development assistance (% of GNI)  .. 0.11

Foreign-born population (% of population)  .. 8.7 3

Migration for work (% of total migration)  ..  ..

Outward FDI stocks (US$ bln)  .. 43

Inward FDI stocks (US$ bln)  .. 28

SOCIETY    

Population (thousands) 10 950 11 308 3

Life expectancy at birth (years) 78.5 80.6 3

Population, 65 and over (% of population) 17.0 19.2

Employment rates: men (%) 70.9 65.9

Employment rates: women (%) 41.2 45.1

Self-employment rates  (% of employed) 36.1 31.7

Unemployment rates (%) 10.7 17.7

Long-term unemployment (% of unemployed) 52.8 49.6

Income inequality, rank out of 34 (1: least unequal)  .. 18 2

Average hours actually worked (per year) 2 131 2 032

Taxes on average worker (all-in, % of labour cost) 34.7  ..

Road fatalities (per mln inhabitants) 178 111 3

Joined the OECD: 1961

Prime Minister: 

Antónis Samarás

Ambassador to the OECD: 

Konstantina Birmpili

Parliament website: www.hellenicparliament.gr

Capital city: Athens

1. Unless otherwise indicated  2. Late 2000s data, based on Gini coeffi  cient  3. 2010 data 

• GDP per head in Greece rose sharply in the past decade, 
to nearly $27,000 in 2011, but remained below the OECD 
average of about $35,000.

• Public debt came to 99.5% of GDP.

• The proportion of the population aged 65 and over was 
19.2%, compared with 15% for the OECD.

• Unemployment jumped to 17.7%, compared with 8% for 
the OECD, though long-term unemployment eased back 
slightly.

• The employment rate for women has increased from 41.2% 
to 45.1% in the past decade, still well below the OECD 
fi gure of 56.7%. 

• Renewable energy accounted for 7.2% of Greece’s energy 
supply, up from 4.7% in 2001.

Highlights
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Joined the OECD: 1996

Prime Minister: Viktor Orbán

Ambassador to the OECD: 

István Mikola

Delegation website: http://oecd.kormany.hu

Parliament website: www.parlament.hu/angol/angol.htm

Capital city: Budapest

COUNTRY SNAPSHOTS

Hungary

• GDP per head increased by over US$8,000 between 2001 
and 2011, to $21,547.

• Of a population of 10 million, 16.8% were aged 65 or over.

• Unemployment increased to 10.9%, compared with 5.7% 
in 2001. Almost half were long-term unemployed.

• All-in taxes on the average worker came to 49.4% of labour 
cost, compared with the OECD average of 35.2%.

• Over 65% of households have access to internet, below the 
average for the OECD of 75%.

• Just over 20% of the population attained tertiary graduation 
in 2010.

ECONOMY 2001 2011 3

Gross domestic product (US$ bln, PPPs) 136.4 214.9

GDP per capita (US$) 13 394 21 547

Real GDP growth (annual %) 3.7 1.6

Household disposable income (annual growth %) 5.2 -4.0 2

Budget balance (% of GDP) -4.1 4.2

Public debt (% of GDP) 59.7  ..

Current account balance (% of GDP) -6.1 1.3

Infl ation rate: all items (annual %) 9.1 3.9

Unit labour cost (annual growth %) 11.1 3.5

Long-term interest rates (%) 7.95 7.64

Public expenditure on health (% of GDP) 5.0 5.0 2

Private expenditure on health (% of GDP) 2.2 2.7 2

Public expenditure on education (% of GDP)  .. 4.8 4

Private expenditure on education (% of GDP)  ..  ..

NEW SOURCES OF GROWTH    

Renewable energy (% of energy supply) 3.4 7.8

Primary energy supply (Mtoe) 25.6 25.1

CO2 emissions from fuel combustion (mln tonnes) 56 49 2

R&D expenditure (US$ mln, 2005 prices, PPPs) 1 348 1 967 2

Tertiary graduation rates (% of population)  .. 20.1 2

Households with internet access (%)  .. 65.2

1. Late 2000s data, based on Gini coeffi  cient  2. 2010 data  3. Unless otherwise indicated   4. 2009 data

GLOBALISATION 2001 2011 3

Imports of goods and services (% of GDP) 73.0 85.1

Exports of goods and services (% of GDP) 72.0 92.5

Net offi  cial development assistance (% of GNI)  ..  ..

Foreign-born population (% of population)  .. 1.9 2

Migration for work (% of total migration)  ..  ..

Outward FDI stocks (US$ bln)  .. 24

Inward FDI stocks (US$ bln)  .. 84

SOCIETY    

Population (thousands) 10 188 10 000 2

Life expectancy at birth (years) 72.3 74.3 2

Population, 65 and over (% of population) 15.2 16.8

Employment rates: men (%) 63.0 61.2

Employment rates: women (%) 49.8 50.6

Self-employment rates  (% of employed) 10.2 8.5

Unemployment rates (%) 5.7 10.9

Long-term unemployment (% of unemployed) 46.5 49.1

Income inequality, rank out of 34 (1: least unequal)  .. 10 1

Average hours actually worked (per year) 1 997 1 980

Taxes on average worker (all-in, % of labour cost) 55.8 49.4

Road fatalities (per mln inhabitants) 122 74 2

Highlights
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COUNTRY SNAPSHOTS

Iceland

Joined the OECD: 1961

Prime Minister: 

Jóhanna Sigurdardóttir

Ambassador to the OECD: 

Berglind Ásgeirsdóttir

Delegation website: www.iceland.is/fr

Parliament website: www.althingi.is

Capital city: Reykjavik

ECONOMY 2001 2011 3

Gross domestic product (US$ bln, PPPs) 8.7 11.5

GDP per capita (US$) 30 438 36 084

Real GDP growth (annual %) 3.9 3.1

Household disposable income (annual growth %)  ..  ..

Budget balance (% of GDP) -0.7 -4.4

Public debt (% of GDP)  ..  ..

Current account balance (% of GDP) -4.6 -6.9

Infl ation rate: all items (annual %) 6.4 4.0

Unit labour cost (annual growth %) 6.4  ..

Long-term interest rates (%) 10.36 5.98

Public expenditure on health (% of GDP) 7.6 7.5 2

Private expenditure on health (% of GDP) 1.8 1.8 2

Public expenditure on education (% of GDP)  .. 7.3 4

Private expenditure on education (% of GDP)  .. 0.7 4

NEW SOURCES OF GROWTH    

Renewable energy (% of energy supply) 75.6 84.3

Primary energy supply (Mtoe) 3.2 5.7

CO2 emissions from fuel combustion (mln tonnes) 2 2 2

R&D expenditure (US$ mln, 2005 prices, PPPs) 258  ..

Tertiary graduation rates (% of population)  .. 32.5 2

Households with internet access (%)  .. 92.6

GLOBALISATION 2001 2011 3

Imports of goods and services (% of GDP) 39.9 50.2

Exports of goods and services (% of GDP) 38.8 58.4

Net offi  cial development assistance (% of GNI)  ..  ..

Foreign-born population (% of population)  .. 7.9 2

Migration for work (% of total migration)  ..  ..

Outward FDI stocks (US$ bln)  .. 11

Inward FDI stocks (US$ bln)  .. 13

SOCIETY    

Population (thousands) 285 318 2

Life expectancy at birth (years) 80.2 81.5 2

Population, 65 and over (% of population) 11.6 12.5

Employment rates: men (%) 88.0 80.8

Employment rates: women (%) 81.1 77.3

Self-employment rates  (% of employed) 9.8  ..

Unemployment rates (%)  .. 7.1

Long-term unemployment (% of unemployed) 12.5 27.8

Income inequality, rank out of 34 (1: least unequal)  .. 16 1

Average hours actually worked (per year) 1 847 1 732

Taxes on average worker (all-in, % of labour cost) 29.3 34.0

Road fatalities (per mln inhabitants) 84 25 2

1. Late 2000s data, based on Gini coeffi  cient  2. 2010 data  3. Unless otherwise indicated   4. 2009 data

• GDP per head increased by almost US$6,000 between 
2001 and 2011, to $36,084.

• The economy grew by 3.1% in real terms in 2011.

• The employment rate for women, at 77.3%, is the highest 
in the OECD. The rate for men is at 80.8%, which is also 
one of the highest. 

• Unemployment reached 7.1% in 2011 to approaching the 
OECD fi gure of 8%.

• Renewable energy accounted for 84.3% of Iceland’s energy 
supply, up from 75.6% in 2001 and highest of OECD 
countries which averaged 8.2%.

• Over 92% of households have access to internet, one of the 
highest among OECD countries.

Highlights
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Prime Minister:

Dr Manmohan Singh

Parliament website: 

www.parliamentofi ndia.nic.in

Capital city: New Delhi

COUNTRY SNAPSHOTS

India

• GDP growth has soared, though CO2 emissions have risen 
sharply since 2001. 

• The total population was over 1.2 billion in 2010, of which 
just 5% were aged 65 and over. Life expectancy has risen to 
65 years.

• Public expenditure on health has risen slightly whereas 
private expenditure has dropped by 0.6 % of GDP since 
2001. 

• Infl ation is high at 8.9% compared with 10 years earlier 
and an OECD fi gure of 2.9%.

• Only 6% of households have access to internet, the lowest 
of the BRIICS countries.

ECONOMY 2001 2011 3

Gross domestic product (US$ bln, PPPs) 1 681.0 4 060.4 2

GDP per capita (US$) 1 585 3 339 2

Real GDP growth (annual %) 3.9 10.4 2

Household disposable income (annual growth %)  ..  ..

Budget balance (% of GDP)  ..  ..

Public debt (% of GDP)  ..  ..

Current account balance (% of GDP) 0.3  ..

Infl ation rate: all items (annual %) 3.8 8.9

Unit labour cost (annual growth %)  ..  ..

Long-term interest rates (%)  ..  ..

Public expenditure on health (% of GDP) 1.1 1.2 2

Private expenditure on health (% of GDP) 3.5 2.9 2

Public expenditure on education (% of GDP)  .. 3.5 1

Private expenditure on education (% of GDP)  ..  ..

NEW SOURCES OF GROWTH    

Renewable energy (% of energy supply) 33.9  ..

Primary energy supply (Mtoe) 464.5  ..

CO2 emissions from fuel combustion (mln tonnes) 984 1 626 2

R&D expenditure (US$ mln, 2005 prices, PPPs)  ..  ..

Tertiary graduation rates (% of population)  ..  ..

Households with internet access (%)  .. 6.0

1. 2009 data  2. 2010 data  3. Unless otherwise indicated

GLOBALISATION 2001 2011 3

Imports of goods and services (% of GDP)  ..  ..

Exports of goods and services (% of GDP)  ..  ..

Net offi  cial development assistance (% of GNI)  ..  ..

Foreign-born population (% of population)  .. 0.4 2

Migration for work (% of total migration)  ..  ..

Outward FDI stocks (US$ bln)  .. 111

Inward FDI stocks (US$ bln)  .. 202

SOCIETY    

Population (thousands) 1 071 374 1 224 614 2

Life expectancy at birth (years) 62.0 65.2 2

Population, 65 and over (% of population) 4.3 5.0

Employment rates: men (%)  ..  ..

Employment rates: women (%)  ..  ..

Self-employment rates  (% of employed)  ..  ..

Unemployment rates (%)  ..  ..

Long-term unemployment (% of unemployed)  ..  ..

Income inequality, rank out of 34 (1: least unequal)  ..  ..

Average hours actually worked (per year)  ..  ..

Taxes on average worker (all-in, % of labour cost)  ..  ..

Road fatalities (per mln inhabitants) 80 110 2

Highlights
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COUNTRY SNAPSHOTS

Indonesia

President:

Susilo Bambang Yudhoyono

Parliament website: 

www.dpr.go.id

Capital city: Jakarta

ECONOMY 2001 2011 3

Gross domestic product (US$ bln, PPPs) 530.7 1 029.9 2

GDP per capita (US$) 2 552 4 394 2

Real GDP growth (annual %) 3.6 6.1 2

Household disposable income (annual growth %)  ..  ..

Budget balance (% of GDP)  ..  ..

Public debt (% of GDP)  ..  ..

Current account balance (% of GDP) 4.3 0.3

Infl ation rate: all items (annual %) 11.5 5.4

Unit labour cost (annual growth %)  ..  ..

Long-term interest rates (%)  ..  ..

Public expenditure on health (% of GDP) 1.0 1.3 2

Private expenditure on health (% of GDP) 1.3 1.3 2

Public expenditure on education (% of GDP)  .. 3.0 1

Private expenditure on education (% of GDP)  .. 0.6 1

NEW SOURCES OF GROWTH    

Renewable energy (% of energy supply) 38.3  ..

Primary energy supply (Mtoe) 159.4  ..

CO2 emissions from fuel combustion (mln tonnes) 291 411 2

R&D expenditure (US$ mln, 2005 prices, PPPs)  ..  ..

Tertiary graduation rates (% of population)  .. 4.5 2

Households with internet access (%)  .. 7.0

GLOBALISATION 2001 2011 3

Imports of goods and services (% of GDP) 30.8  ..

Exports of goods and services (% of GDP) 39.0  ..

Net offi  cial development assistance (% of GNI)  ..  ..

Foreign-born population (% of population)  .. 0.1 2

Migration for work (% of total migration)  ..  ..

Outward FDI stocks (US$ bln)  ..  ..

Inward FDI stocks (US$ bln)  ..  ..

SOCIETY    

Population (thousands) 216 204 239 871 2

Life expectancy at birth (years) 66.0 69.0 2

Population, 65 and over (% of population) 4.7 5.6

Employment rates: men (%)  ..  ..

Employment rates: women (%)  ..  ..

Self-employment rates  (% of employed)  ..  ..

Unemployment rates (%) 8.1 6.7

Long-term unemployment (% of unemployed)  ..  ..

Income inequality, rank out of 34 (1: least unequal)  ..  ..

Average hours actually worked (per year)  ..  ..

Taxes on average worker (all-in, % of labour cost)  ..  ..

Road fatalities (per mln inhabitants)  ..  ..

1. 2009 data  2. 2010 data  3. Unless otherwise indicated

• The total population approached 240 million in 2011,        
of which 5.6% were aged 65 and above.

• The foreign-born population is just 0.1% of the total. 

• Unemployment stood at 6.7%, compared with 8% for     
the OECD.

• Public expenditure on health has risen slightly whereas 
private expenditure remains similar to 2001. 

• Infl ation is less than half the level of a decade ago at 5.4%

• Only 7% of households have access to internet, compared 
with an OECD average of 75%.

Highlights
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Joined the OECD: 1961

Prime Minister: 

(Taoiseach) Enda Kenny

Ambassador to the OECD: 

Michael Forbes

Parliament website: www.oireachtas.ie

Capital city: Dublin

COUNTRY SNAPSHOTS

Ireland

• The economy grew by 4.8% in volume in 2001, but only by 
0.7% in 2011.

• GDP per head came to almost $40,500 in 2010, above the 
OECD average of $35,000. 

• Unemployment rates more than tripled in the past decade, 
from 3.9% to 14.4%, with long-term unemployment over 
59% of the total.

• All-in taxes on the average worker were at 26.8% of labour 
cost, below the OECD average of 35.2%.

• Renewable energy accounted for 5.9% of Ireland’s energy 
supply, compared with 8.2% for the OECD.

• Development aid came to 0.52% of GNI, above the OECD-
DAC fi gure of 0.31% and below the UN recommended 
target of 0.7%.

ECONOMY 2001 2011 3

Gross domestic product (US$ bln, PPPs) 118.9 186.4

GDP per capita (US$) 30 776 40 478 2

Real GDP growth (annual %) 4.8 0.7

Household disposable income (annual growth %)  .. -2.2 2

Budget balance (% of GDP) 0.9 -13.0

Public debt (% of GDP) 37.4  ..

Current account balance (% of GDP) -0.6 1.1

Infl ation rate: all items (annual %) 4.9 2.6

Unit labour cost (annual growth %) 5.1  ..

Long-term interest rates (%) 5.02 9.58

Public expenditure on health (% of GDP) 5.1 6.4 2

Private expenditure on health (% of GDP) 1.6 2.8 2

Public expenditure on education (% of GDP)  .. 6.0 4

Private expenditure on education (% of GDP)  .. 0.4 4

NEW SOURCES OF GROWTH    

Renewable energy (% of energy supply) 1.6 5.9

Primary energy supply (Mtoe) 14.5 13.5

CO2 emissions from fuel combustion (mln tonnes) 43 39 2

R&D expenditure (US$ mln, 2005 prices, PPPs) 1 449 2 844 2

Tertiary graduation rates (% of population)  .. 37.3 2

Households with internet access (%)  .. 78.1

1. Late 2000s data, based on Gini coeffi  cient  2. 2010 data  3. Unless otherwise indicated   4. 2009 data

GLOBALISATION 2001 2011 3

Imports of goods and services (% of GDP) 83.7  ..

Exports of goods and services (% of GDP) 99.1  ..

Net offi  cial development assistance (% of GNI)  .. 0.52

Foreign-born population (% of population)  .. 15.5 2

Migration for work (% of total migration)  .. 16.3 2

Outward FDI stocks (US$ bln)  .. 314

Inward FDI stocks (US$ bln)  .. 252

SOCIETY    

Population (thousands) 3 866 4 474 2

Life expectancy at birth (years) 77.2 81.0 2

Population, 65 and over (% of population) 11.2 12.1

Employment rates: men (%) 76.7 63.3

Employment rates: women (%) 54.6 56.0

Self-employment rates  (% of employed) 8.0 7.5

Unemployment rates (%) 3.9 14.4

Long-term unemployment (% of unemployed) 33.1 59.4

Income inequality, rank out of 34 (1: least unequal)  .. 13 1

Average hours actually worked (per year) 1 713 1 543

Taxes on average worker (all-in, % of labour cost) 25.9 26.8

Road fatalities (per mln inhabitants) 107 47 2

Highlights
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COUNTRY SNAPSHOTS

Israel

Joined the OECD: 2010

Prime Minister: 

Benjamin Netanyahu

Ambassador to the OECD: 

Nimrod Barkan

Parliament website: www.knesset.gov.il

Capital city: Jerusalem

ECONOMY 2001 2011 3

Gross domestic product (US$ bln, PPPs) 151.0 216.3

GDP per capita (US$) 23 400 26 531 2

Real GDP growth (annual %) -0.2 4.8

Household disposable income (annual growth %)  ..  ..

Budget balance (% of GDP) -6.3  ..

Public debt (% of GDP) 96.8  ..

Current account balance (% of GDP) -1.5 0.5

Infl ation rate: all items (annual %) 1.1 3.5

Unit labour cost (annual growth %) 3.9  ..

Long-term interest rates (%)  .. 4.98

Public expenditure on health (% of GDP) 5.0  ..

Private expenditure on health (% of GDP) 2.9  ..

Public expenditure on education (% of GDP)  .. 5.8 4

Private expenditure on education (% of GDP)  .. 1.3 4

NEW SOURCES OF GROWTH    

Renewable energy (% of energy supply) 3.3 4.6

Primary energy supply (Mtoe) 19.2 24.3

CO2 emissions from fuel combustion (mln tonnes) 56 68 2

R&D expenditure (US$ mln, 2005 prices, PPPs) 6 628 8 719 2

Tertiary graduation rates (% of population)  .. 45.6 2

Households with internet access (%)  ..  ..

GLOBALISATION 2001 2011 3

Imports of goods and services (% of GDP) 35.5 37.8

Exports of goods and services (% of GDP) 32.9 37.3

Net offi  cial development assistance (% of GNI)  ..  ..

Foreign-born population (% of population)  .. 31.2 2

Migration for work (% of total migration)  ..  ..

Outward FDI stocks (US$ bln)  .. 72

Inward FDI stocks (US$ bln)  .. 67

SOCIETY   

Population (thousands) 6 439 7 624 2

Life expectancy at birth (years) 79.3 81.7 2

Population, 65 and over (% of population) 9.8 10.0

Employment rates: men (%) 60.8 64.3

Employment rates: women (%) 50.7 57.5

Self-employment rates  (% of employed) 8.5 8.3

Unemployment rates (%) 9.3 5.6

Long-term unemployment (% of unemployed) 11.8 20.2

Income inequality, rank out of 34 (1: least unequal)  .. 30 1

Average hours actually worked (per year)  .. 1 890

Taxes on average worker (all-in, % of labour cost) 29.5 19.8

Road fatalities (per mln inhabitants) 87 47 2

1. Late 2000s data, based on Gini coeffi  cient  2. 2010 data  3. Unless otherwise indicated   4. 2009 data

• GDP increased by over US$65 billion over the decade to 
$216.3 billion.

• Over 31% of the population is foreign-born.

• Unemployment stood at 5.6%, compared with 8% for the 
OECD.

• The employment rate for women was 57.5%, which was 
about average for an OECD country and compares with 
50.7% in 2001.

• Tertiary graduation rates at over 45% are higher than the 
OECD rate of 30.7%.

• All-in taxes on the average worker decreased over the past 
decade from 29.5% to 19.8% of labour cost.

Highlights
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Joined the OECD: 1962

Prime Minister: Mario Monti

Ambassador to the OECD: 

Carlo Maria Oliva

Delegation website: www.rappocse.esteri.it

Parliament website: www.parlamento.it

Capital city: Rome

COUNTRY SNAPSHOTS

Italy

• GDP per head increased by almost US$6,000 between 
2001 and 2011, to $32,939.

• Household disposable income shrank by almost 1% in 2010.

• The proportion of the population aged 65 and over was 
20.8% in 2011, one of the highest of OECD countries 
which averaged 15%.

• Unemployment decreased slightly over the past decade 
from 9% to 8.4%, compared with the OECD where the rate 
rose from 6.3% to 8%.

• All-in taxes on the average worker at 47.6% of labour cost 
are higher than the OECD average of 35.2%.

• Renewable energy accounted for 11.7% of Italy’s energy 
supply, up from 6% in 2001.

• Development aid came to 0.19% of gross national income, 
well below the OECD-DAC fi gure of 0.31%.

ECONOMY 2001 2011 3

Gross domestic product (US$ bln, PPPs) 1 554.1 2 001.0

GDP per capita (US$) 27 276 32 939

Real GDP growth (annual %) 1.9 0.4

Household disposable income (annual growth %) 3.0 -0.9 2

Budget balance (% of GDP) -3.2 -3.8

Public debt (% of GDP) 120.1  ..

Current account balance (% of GDP) -0.1 -3.2

Infl ation rate: all items (annual %) 2.8 2.8

Unit labour cost (annual growth %) 3.0 0.6

Long-term interest rates (%) 5.19 5.42

Public expenditure on health (% of GDP) 6.1 7.4 2

Private expenditure on health (% of GDP) 2.1 1.9 2

Public expenditure on education (% of GDP)  .. 4.5 4

Private expenditure on education (% of GDP)  .. 0.4 4

NEW SOURCES OF GROWTH    

Renewable energy (% of energy supply) 6.0 11.7

Primary energy supply (Mtoe) 172.1 165.1

CO2 emissions from fuel combustion (mln tonnes) 429 398 2

R&D expenditure (US$ mln, 2005 prices, PPPs) 17 376 20 606 2

Tertiary graduation rates (% of population)  .. 14.8 2

Households with internet access (%)  .. 61.6

1. Late 2000s data, based on Gini coeffi  cient  2. 2010 data  3. Unless otherwise indicated   4. 2009 data

GLOBALISATION 2001 2011 3

Imports of goods and services (% of GDP) 25.5 30.2

Exports of goods and services (% of GDP) 26.9 28.8

Net offi  cial development assistance (% of GNI)  .. 0.19

Foreign-born population (% of population)  .. 8.8 2

Migration for work (% of total migration)  .. 40.5 2

Outward FDI stocks (US$ bln)  .. 512

Inward FDI stocks (US$ bln)  .. 333

SOCIETY    

Population (thousands) 56 977 60 483 2

Life expectancy at birth (years) 80.1  ..

Population, 65 and over (% of population) 18.6 20.8

Employment rates: men (%) 68.7 67.5

Employment rates: women (%) 41.1 46.5

Self-employment rates  (% of employed) 21.6 18.2

Unemployment rates (%) 9.0 8.4

Long-term unemployment (% of unemployed) 63.4 51.9

Income inequality, rank out of 34 (1: least unequal)  .. 27 1

Average hours actually worked (per year) 1 843 1 774

Taxes on average worker (all-in, % of labour cost) 46.6 47.6

Road fatalities (per mln inhabitants) 117 68 2

Highlights
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COUNTRY SNAPSHOTS

Japan

Joined the OECD: 1964

Prime Minister: Shinzŏ  Abe

Ambassador to the OECD: 
Motohide Yoshikawa

Delegation website: 
http://www.oecd.emb-japan.go.jp/home.english.fi les/
home.english.htm

Parliament websites: 
http://www.shugiin.go.jp/index.nsf/html/index_e.htm 
http://www.sangiin.go.jp/eng/index.htm

Capital city: Tokyo

ECONOMY 2001 2011 3

Gross domestic product (US$ bln, PPPs) 3 382.5 4 385.6

GDP per capita (US$) 26 567 33 785 2

Real GDP growth (annual %) 0.4 -0.7

Household disposable income (annual growth %) -2.1 2.5 2

Budget balance (% of GDP) -6.0 -8.9

Public debt (% of GDP) 151.4 210.2 2

Current account balance (% of GDP) 2.1 2.0

Infl ation rate: all items (annual %) -0.8 -0.3

Unit labour cost (annual growth %) -1.3  ..

Long-term interest rates (%) 1.32 1.10

Public expenditure on health (% of GDP) 6.4  ..

Private expenditure on health (% of GDP) 1.5  ..

Public expenditure on education (% of GDP)  .. 3.6 4

Private expenditure on education (% of GDP)  .. 1.7 4

NEW SOURCES OF GROWTH    

Renewable energy (% of energy supply) 3.1 3.4

Primary energy supply (Mtoe) 510.8 458.1

CO2 emissions from fuel combustion (mln tonnes) 1 170 1 143 2

R&D expenditure (US$ mln, 2005 prices, PPPs) 113 086 128 581 2

Tertiary graduation rates (% of population)  .. 44.8 2

Households with internet access (%)  ..  ..

GLOBALISATION 2001 2011 3

Imports of goods and services (% of GDP) 9.8  ..

Exports of goods and services (% of GDP) 10.4  ..

Net offi  cial development assistance (% of GNI)  .. 0.18

Foreign-born population (% of population)  ..  ..

Migration for work (% of total migration)  .. 34.6 2

Outward FDI stocks (US$ bln)  .. 963

Inward FDI stocks (US$ bln)  .. 226

SOCIETY    

Population (thousands) 127 291 128 057 2

Life expectancy at birth (years) 81.5 83.0 2

Population, 65 and over (% of population) 18.0 23.3

Employment rates: men (%) 80.5 80.2

Employment rates: women (%) 57.0 60.3

Self-employment rates  (% of employed) 17.2 10.9

Unemployment rates (%) 5.0 4.6

Long-term unemployment (% of unemployed) 26.6 39.4

Income inequality, rank out of 34 (1: least unequal)  .. 24 1

Average hours actually worked (per year) 1 809 1 728

Taxes on average worker (all-in, % of labour cost) 24.9 30.8

Road fatalities (per mln inhabitants) 89 45 2

1. Late 2000s data, based on Gini coeffi  cient  2. 2010 data  3. Unless otherwise indicated   4. 2009 data

• Real GDP dropped by 0.7% in real terms in 2011, compared 
to a growth of 0.4% in 2001. 

• Infl ation remained negative, at an annual -0.3%. 

• Unemployment stood at 4.6%, down slightly on a decade 
earlier, and well below the OECD rate of 8%. 

• The employment rate of women stood at over 60%, 
compared with 80% for men, and OECD fi gures of some 
56.7% and 73% respectively. 

• Over 23% of the population of 128 million were aged 65 
and over in 2011, the highest rate for OECD countries.

• Renewable energy accounted for 3.4% of Japan’s energy 
supply, compared with 8.2% for the OECD generally. 

Highlights
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Joined the OECD: 1996

President: Park Geun-hye

Ambassador to the OECD: 

Hur Kyung-Wook

Delegation website: 

http://oecd.mofat.go.kr

Parliament website: www.assembly.go.kr

Capital city: Seoul

COUNTRY SNAPSHOTS

Korea

• GDP nearly doubled over the decade to 2011. 

• Public debt came to 36% of GDP.

• Government spending on health rose from 2.8% of GDP to 
around 4.1% in 2010. 

• Unemployment stood at 3.4%, down from 4% in 2001. 

• The employment rate of women stood at 53.1%, compared 
with 74.5% for men, and OECD fi gures of 56.7% and 73% 
respectively. 

• Disposable household income grew by over 4%, one of the 
highest among OECD countries.

• Renewable energy accounted for 0.7% of Korea’s energy 
supply, up from 0.4% in 2001, and compared with 8.2% for 
the OECD as a whole.

ECONOMY 2001 2011 3

Gross domestic product (US$ bln, PPPs) 859.6 1 506.0

GDP per capita (US$) 18 151 30 254

Real GDP growth (annual %) 4.0 3.6

Household disposable income (annual growth %) 0.9 4.1 2

Budget balance (% of GDP) 4.3  ..

Public debt (% of GDP)  .. 36.0

Current account balance (% of GDP) 1.7 2.4

Infl ation rate: all items (annual %) 4.1 4.0

Unit labour cost (annual growth %) 5.5 2.5

Long-term interest rates (%) 6.86 4.20

Public expenditure on health (% of GDP) 2.8 4.1 2

Private expenditure on health (% of GDP) 2.3 3.0 2

Public expenditure on education (% of GDP)  .. 4.9 4

Private expenditure on education (% of GDP)  .. 3.1 4

NEW SOURCES OF GROWTH    

Renewable energy (% of energy supply) 0.4 0.7

Primary energy supply (Mtoe) 191.0 257.6

CO2 emissions from fuel combustion (mln tonnes) 452 563 2

R&D expenditure (US$ mln, 2005 prices, PPPs) 22 641 49 394 2

Tertiary graduation rates (% of population)  .. 39.7 2

Households with internet access (%)  .. 97.2

1. Late 2000s data, based on Gini coeffi  cient  2. 2010 data  3. Unless otherwise indicated   4. 2009 data

GLOBALISATION 2001 2011 3

Imports of goods and services (% of GDP) 33.5 54.1

Exports of goods and services (% of GDP) 35.7 56.2

Net offi  cial development assistance (% of GNI)  .. 0.12

Foreign-born population (% of population)  ..  ..

Migration for work (% of total migration)  .. 68.1 2

Outward FDI stocks (US$ bln)  .. 161

Inward FDI stocks (US$ bln)  .. 136

SOCIETY    

Population (thousands) 47 357 49 410 2

Life expectancy at birth (years) 76.4 80.7 2

Population, 65 and over (% of population) 7.6 11.4

Employment rates: men (%) 73.5 74.5

Employment rates: women (%) 50.9 53.1

Self-employment rates  (% of employed) 37.6 26.4

Unemployment rates (%) 4.0 3.4

Long-term unemployment (% of unemployed) 2.3 0.4

Income inequality, rank out of 34 (1: least unequal)  .. 19 1

Average hours actually worked (per year) 2 499  ..

Taxes on average worker (all-in, % of labour cost) 16.4 20.3

Road fatalities (per mln inhabitants) 171 114 2

Highlights
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Luxembourg

Joined the OECD: 1961

Prime Minister: 
Jean-Claude Juncker 

Ambassador to the OECD:  
Paul Dühr

Delegation website: http://paris.mae.lu 

Parliament website: www.chd.lu

Capital city: Luxembourg

ECONOMY 2001 2011 1

Gross domestic product (US$ bln, PPPs) 23.8 46.5

GDP per capita (US$) 53 923 89 801

Real GDP growth (annual %) 2.5 1.6

Household disposable income (annual growth %)  ..  ..

Budget balance (% of GDP) 6.1 -0.6

Public debt (% of GDP)  ..  ..

Current account balance (% of GDP) 8.8 7.7

Infl ation rate: all items (annual %) 2.7 3.4

Unit labour cost (annual growth %) 5.7  ..

Long-term interest rates (%) 4.86 2.92

Public expenditure on health (% of GDP) 6.2  ..

Private expenditure on health (% of GDP) 1.2  ..

Public expenditure on education (% of GDP)  ..  ..

Private expenditure on education (% of GDP)  ..  ..

NEW SOURCES OF GROWTH    

Renewable energy (% of energy supply) 1.1 3.1

Primary energy supply (Mtoe) 3.5 4.2

CO2 emissions from fuel combustion (mln tonnes) 9 11 3

R&D expenditure (US$ mln, 2005 prices, PPPs)  .. 569 3

Tertiary graduation rates (% of population)  .. 35.5 3

Households with internet access (%)  .. 90.6

GLOBALISATION 2001 2011 1

Imports of goods and services (% of GDP) 129.0 135.2

Exports of goods and services (% of GDP) 146.6 164.7

Net offi  cial development assistance (% of GNI)  .. 0.99

Foreign-born population (% of population)  .. 42.4 3

Migration for work (% of total migration)  ..  ..

Outward FDI stocks (US$ bln)  .. 194

Inward FDI stocks (US$ bln)  .. 142

SOCIETY    

Population (thousands) 442 507 3

Life expectancy at birth (years) 77.9 80.7 3

Population, 65 and over (% of population) 13.9 14.7

Employment rates: men (%) 74.9 72.1

Employment rates: women (%) 50.8 56.9

Self-employment rates  (% of employed) 6.1  ..

Unemployment rates (%) 1.9 4.9

Long-term unemployment (% of unemployed) 28.4 28.8

Income inequality, rank out of 34 (1: least unequal)  .. 11 2

Average hours actually worked (per year) 1 667 1 601

Taxes on average worker (all-in, % of labour cost) 35.7 36.0

Road fatalities (per mln inhabitants) 159 63 3

1. Unless otherwise indicated  2. Late 2000s data, based on Gini coeffi  cient  3. 2010 data 

• GDP almost doubled in purchasing power parity terms 
from 2001 to 2011, but real growth slowed from 2.5% to 
1.6% in the same period.

• Development aid from Luxembourg to developing 
countries was almost 1% of gross national income in 2011, 
one of the OECD’s highest and well above the UN target of 
0.7% of GNI. 

• Over 40% of the population is foreign-born. 

• The employment rate of women stood at 56.9% similar to 
the OECD fi gure of 56.7%, compared with just over 72% 
for men, which is also close to the OECD total of 73%. 

• Over 90% of households have internet access, compared 
with the OECD average of 75%.

Highlights

OECD Yearbook 2013 © OECD 2013          117



118  OECD Yearbook 2013 © OECD 2013

Joined the OECD: 1994

President:

Enrique Peña Nieto

Ambassador to the OECD: 

Agustín García-López Loaeza

Delegation website: www.sre.gob.mx/ocde/

Parliament websites: 

www.senado.gob.mx; www.diputados.gob.mx

Capital city: Mexico City

Mexico

• GDP in purchasing power parity terms soared from 
US$1,009.2 billion in 2001 to $1,746.7 billion in 2011, 
on the back of strong growth which continued in 2011, 
reaching 3.9% compared with an OECD average of 1.8%. 

• Just over 6% of the Mexican population is over 65, 
compared with 15% for the OECD generally

• Mexicans worked 2,250 hours in 2011, the highest in the 
OECD area, where the average was 1,776 hours. 

• The employment rate of women stood at 43.4%, compared 
with an OECD fi gure of some 56.7%. Male employment at 
almost 78% was above the OECD average of 73%.

• Renewable energy accounts for 9.3% of Mexico’s energy 
supply, which is above the OECD total of 8.2%.

ECONOMY 2001 2011 3

Gross domestic product (US$ bln, PPPs) 1 009.2 1 746.7

GDP per capita (US$) 10 134 15 195 2

Real GDP growth (annual %) 0.0 3.9

Household disposable income (annual growth %)  .. 4.1 2

Budget balance (% of GDP)  ..  ..

Public debt (% of GDP) 31.2  ..

Current account balance (% of GDP) -2.6 -0.8

Infl ation rate: all items (annual %) 6.4 3.4

Unit labour cost (annual growth %) 10.6  ..

Long-term interest rates (%)  ..  ..

Public expenditure on health (% of GDP) 2.4 2.9 2

Private expenditure on health (% of GDP) 3.0 3.3 2

Public expenditure on education (% of GDP)  .. 5.0 4

Private expenditure on education (% of GDP)  .. 1.2 4

NEW SOURCES OF GROWTH    

Renewable energy (% of energy supply) 10.9 9.3

Primary energy supply (Mtoe) 146.1 187.0

CO2 emissions from fuel combustion (mln tonnes) 350 417 2

R&D expenditure (US$ mln, 2005 prices, PPPs) 4 239  ..

Tertiary graduation rates (% of population)  .. 17.4 2

Households with internet access (%)  .. 23.3

1. Late 2000s data, based on Gini coeffi  cient  2. 2010 data  3. Unless otherwise indicated   4. 2009 data

GLOBALISATION 2001 2011 3

Imports of goods and services (% of GDP) 27.1  ..

Exports of goods and services (% of GDP) 25.1  ..

Net offi  cial development assistance (% of GNI)  ..  ..

Foreign-born population (% of population)  .. 0.9 2

Migration for work (% of total migration)  .. 54.4 2

Outward FDI stocks (US$ bln)  .. 112

Inward FDI stocks (US$ bln)  .. 302

SOCIETY    

Population (thousands) 99 716 108 396 2

Life expectancy at birth (years) 74.2 75.5 2

Population, 65 and over (% of population) 4.8 6.1

Employment rates: men (%) 82.3 77.8

Employment rates: women (%) 39.0 43.4

Self-employment rates  (% of employed) 35.6 34.8

Unemployment rates (%) 2.8 5.2

Long-term unemployment (% of unemployed) 1.0 2.0

Income inequality, rank out of 34 (1: least unequal)  .. 33 1

Average hours actually worked (per year) 2 285 2 250

Taxes on average worker (all-in, % of labour cost) 13.1 16.2

Road fatalities (per mln inhabitants) 52 43 2

Highlights

COUNTRY SNAPSHOTS
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Netherlands

Joined the OECD: 1961

Prime Minister: Mark Rutte

Ambassador to the OECD: 
Edmond H. Wellenstein

Delegation website: 
http://oeso.nlvertegenwoordiging.org

Parliament website: www.tweedekamer.nl

Capital city: Amsterdam

ECONOMY 2001 2011 3

Gross domestic product (US$ bln, PPPs) 493.8 715.0

GDP per capita (US$) 30 783 42 838

Real GDP growth (annual %) 1.9 1.2

Household disposable income (annual growth %) 5.6 -0.1 2

Budget balance (% of GDP) -0.3 -4.4

Public debt (% of GDP) 59.4 75.9

Current account balance (% of GDP) 2.6 8.5

Infl ation rate: all items (annual %) 4.2 2.3

Unit labour cost (annual growth %) 4.7  ..

Long-term interest rates (%) 4.96 2.99

Public expenditure on health (% of GDP) 5.2  ..

Private expenditure on health (% of GDP) 3.1  ..

Public expenditure on education (% of GDP)  .. 5.3 4

Private expenditure on education (% of GDP)  .. 0.9 4

NEW SOURCES OF GROWTH    

Renewable energy (% of energy supply) 1.8 4.3

Primary energy supply (Mtoe) 75.6 77.5

CO2 emissions from fuel combustion (mln tonnes) 178 187 2

R&D expenditure (US$ mln, 2005 prices, PPPs) 10 572 11 379 2

Tertiary graduation rates (% of population)  .. 32.4 2

Households with internet access (%)  .. 93.6

GLOBALISATION 2001 2011 3

Imports of goods and services (% of GDP) 61.5 74.1

Exports of goods and services (% of GDP) 67.3 83.0

Net offi  cial development assistance (% of GNI)  .. 0.75

Foreign-born population (% of population)  .. 11.2 2

Migration for work (% of total migration)  .. 10.9 2

Outward FDI stocks (US$ bln)  .. 979

Inward FDI stocks (US$ bln)  .. 582

SOCIETY    

Population (thousands) 16 046 16 615 2

Life expectancy at birth (years) 78.3 80.8 2

Population, 65 and over (% of population) 13.6 15.6

Employment rates: men (%) 81.6 79.8

Employment rates: women (%) 63.4 69.9

Self-employment rates  (% of employed) 9.7 11.5

Unemployment rates (%) 2.6 4.5

Long-term unemployment (% of unemployed)  .. 33.6

Income inequality, rank out of 34 (1: least unequal)  .. 14 1

Average hours actually worked (per year) 1 424 1 379

Taxes on average worker (all-in, % of labour cost) 37.4 37.8

Road fatalities (per mln inhabitants) 67 36 2

1. Late 2000s data, based on Gini coeffi  cient  2. 2010 data  3. Unless otherwise indicated   4. 2009 data

• GDP per capita in the Netherlands stood at US$42,838 in 
2011. Unemployment stood at 4.5%, compared with an 
OECD fi gure of 8%.

• The Dutch worked 1,379 hours in 2011, well below the 
OECD average of 1,776 hours. 

• The employment rate of women stood at 69.9%, compared 
with almost 80% for men and OECD fi gures of 56.7% and 
73% respectively. 

• Renewable energy accounted for 4.3% of Dutch energy 
supply in 2011, up from 1.8% in 2001, while CO2 
emissions increased by 5% to 187 million tonnes. 

• Development aid remains above the UN recommended 
target of 0.7% of GNI.

• Road fatalities at 36 per million inhabitants are low for 
OECD countries, which average 70.

Highlights

COUNTRY SNAPSHOTS
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Joined the OECD: 1973

Prime Minister: John Key

Ambassador to the OECD: 

Rosemary Banks

Delegation website: www.nzembassy.com/france

Parliament website: www.parliament.govt.nz

Capital city: Wellington

New Zealand 

• Over the decade, GDP rose by over 50% in purchasing 
power parity terms to US$133.5 billion in 2011. 

• Unemployment stood at 6.5%, compared with an OECD 
fi gure of 8%.

• Spending on healthcare was over 10% of GDP in 2010, 
most of it public. 

• Tertiary graduation at 40.7% of the population exceeded the 
OECD average of 30.7%.

• The employment rate of women stood at 67.2%, compared 
with an OECD fi gure of 56.7%. 

• Renewable energy accounted for over 40% of energy supply 
in 2011, signifi cantly higher than the OECD fi gure of 8.2%. 

• Taxes on the average worker were around 16% of labour 
costs in 2011, less than half the OECD average.

ECONOMY 2001 2011 3

Gross domestic product (US$ bln, PPPs) 85.9 133.5

GDP per capita (US$) 22 017 29 711 2

Real GDP growth (annual %) 3.5 0.3

Household disposable income (annual growth %) 3.7  ..

Budget balance (% of GDP) -6.0 -7.5

Public debt (% of GDP) 151.4  ..

Current account balance (% of GDP) 2.1 2.0

Infl ation rate: all items (annual %) -0.8 -0.3

Unit labour cost (annual growth %) -1.3  ..

Long-term interest rates (%) 1.32 1.10

Public expenditure on health (% of GDP) 5.9 8.4 2

Private expenditure on health (% of GDP) 1.8 1.7 2

Public expenditure on education (% of GDP)  .. 6.1 4

Private expenditure on education (% of GDP)  .. 1.3 4

NEW SOURCES OF GROWTH    

Renewable energy (% of energy supply) 28.0 40.3

Primary energy supply (Mtoe) 17.1 18.0

CO2 emissions from fuel combustion (mln tonnes) 33 31 2

R&D expenditure (US$ mln, 2005 prices, PPPs) 1 006  ..

Tertiary graduation rates (% of population)  .. 40.7 2

Households with internet access (%)  ..  ..

1. Late 2000s data, based on Gini coeffi  cient  2. 2010 data  3. Unless otherwise indicated   4. 2009 data

GLOBALISATION 2001 2011 3

Imports of goods and services (% of GDP) 32.3  ..

Exports of goods and services (% of GDP) 34.6  ..

Net offi  cial development assistance (% of GNI)  .. 0.28

Foreign-born population (% of population)  .. 23.2 2

Migration for work (% of total migration)  .. 25.4 2

Outward FDI stocks (US$ bln)  .. 19

Inward FDI stocks (US$ bln)  .. 74

SOCIETY    

Population (thousands) 3 881 4 368 2

Life expectancy at birth (years) 78.7 81.0 2

Population, 65 and over (% of population) 11.9 13.3

Employment rates: men (%) 78.6 78.2

Employment rates: women (%) 64.5 67.2

Self-employment rates  (% of employed) 13.9 12.4

Unemployment rates (%) 5.5 6.5

Long-term unemployment (% of unemployed) 17.2 9.0

Income inequality, rank out of 34 (1: least unequal)  .. 25 1

Average hours actually worked (per year) 1 817 1 762

Taxes on average worker (all-in, % of labour cost) 19.4 15.9

Road fatalities (per mln inhabitants) 118 86 2

Highlights

COUNTRY SNAPSHOTS
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Norway

Joined the OECD: 1961

Prime Minister: Jens Stoltenberg

Ambassador to the OECD: 
Tore Eriksen

Delegation website: 
www.norway-oecd.org

Parliament website: www.stortinget.no

Capital city: Oslo

ECONOMY 2001 2011 3

Gross domestic product (US$ bln, PPPs) 167.4 306.4

GDP per capita (US$) 37 085 61 870

Real GDP growth (annual %) 2.0 1.4

Household disposable income (annual growth %) -0.0 3.5 2

Budget balance (% of GDP) 13.3 13.7

Public debt (% of GDP) 31.8 33.8

Current account balance (% of GDP) 16.1  ..

Infl ation rate: all items (annual %) 3.0 1.3

Unit labour cost (annual growth %) 4.3 4.6

Long-term interest rates (%) 6.24 3.14

Public expenditure on health (% of GDP) 7.4 8.1 2

Private expenditure on health (% of GDP) 1.4 1.4 2

Public expenditure on education (% of GDP)  .. 6.1 4

Private expenditure on education (% of GDP)  ..  ..

NEW SOURCES OF GROWTH    

Renewable energy (% of energy supply) 42.9 40.1

Primary energy supply (Mtoe) 26.8 29.9

CO2 emissions from fuel combustion (mln tonnes) 35 39 2

R&D expenditure (US$ mln, 2005 prices, PPPs) 3 009 4 024 2

Tertiary graduation rates (% of population)  .. 37.3 2

Households with internet access (%)  .. 92.2

GLOBALISATION 2001 2011 3

Imports of goods and services (% of GDP) 28.8 28.3

Exports of goods and services (% of GDP) 45.8 42.1

Net offi  cial development assistance (% of GNI)  .. 1.00

Foreign-born population (% of population)  .. 10.0 2

Migration for work (% of total migration)  .. 5.1 2

Outward FDI stocks (US$ bln)  ..  ..

Inward FDI stocks (US$ bln)  ..  ..

SOCIETY    

Population (thousands) 4 514 4 889 2

Life expectancy at birth (years) 78.9 81.2 2

Population, 65 and over (% of population) 15.0 15.2

Employment rates: men (%) 81.0 77.2

Employment rates: women (%) 73.8 73.4

Self-employment rates  (% of employed) 4.7 4.1

Unemployment rates (%) 3.4 3.3

Long-term unemployment (% of unemployed) 5.5 11.6

Income inequality, rank out of 34 (1: least unequal)  .. 3 1

Average hours actually worked (per year) 1 429 1 426

Taxes on average worker (all-in, % of labour cost) 39.2 37.5

Road fatalities (per mln inhabitants) 61 43 2

1. Late 2000s data, based on Gini coeffi  cient  2. 2010 data  3. Unless otherwise indicated   4. 2009 data

• GDP per capita in Norway was US$61,870 in 2011 the 
second highest for OECD countries, behind Luxembourg.

• The general government fi nances were in surplus by 
around 13% of GDP in 2011, refl ecting revenue from the 
offshore petroleum sector. 

• Unemployment stood at just 3.3%, while the employment 
rate of women was 73.4%, just below that of men but above 
the OECD average for both men and women (73% and 
56.7% respectively). 

• Renewable energy accounted for 40.1% of energy supply in 
2011, down from 42.9% in 2001, although still considerably 
above the average of 8.2% in OECD countries.

• Aid to developing countries at 1% of gross national income 
in 2011 was one of the OECD’s highest and well above the 
UN target of 0.7% of GNI. 

Highlights

COUNTRY SNAPSHOTS
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Joined the OECD: 1996

President: 

Bronislaw Komorowski

Ambassador to the OECD: 

Pawel Wojciechowski

Delegation website: www.paryzoecd.msz.gov.pl

Parliament websites: www.sejm.gov.pl; www.senat.gov.pl

Capital city: Warsaw

Poland

• In purchasing power parity terms, Poland’s GDP almost 
doubled over the last decade reaching US$814.4 billion. 

• The general government fi nances showed a defi cit of 5.1%, 
similar to the level of 10 years ago.

• Unemployment fell from 18.3% in 2001 to 9.7% in 2011, 
over 30% of whom are long-term unemployed. 

• The employment rate of women was 53.1%, compared 
with 66.3% for men, and OECD fi gures of 56.7% and 73% 
respectively. 

• Poland ranked 20th out of 34 countries in terms of income 
inequality in the OECD area, the fi rst (least unequal) being 
Slovenia.

ECONOMY 2001 2011 3

Gross domestic product (US$ bln, PPPs) 418.8 814.4

GDP per capita (US$) 10 948 19 908 2

Real GDP growth (annual %) 1.2 4.3

Household disposable income (annual growth %) 4.1 2.7 2

Budget balance (% of GDP) -5.3 -5.1

Public debt (% of GDP) 43.8  ..

Current account balance (% of GDP) -3.1 -4.3

Infl ation rate: all items (annual %) 5.4 4.2

Unit labour cost (annual growth %) 3.2  ..

Long-term interest rates (%) 10.68 5.96

Public expenditure on health (% of GDP) 4.2 5.0 2

Private expenditure on health (% of GDP) 1.6 1.9 2

Public expenditure on education (% of GDP)  .. 5.0 4

Private expenditure on education (% of GDP)  .. 0.8 4

NEW SOURCES OF GROWTH    

Renewable energy (% of energy supply) 4.5 7.8

Primary energy supply (Mtoe) 89.7 102.6

CO2 emissions from fuel combustion (mln tonnes) 290 305 2

R&D expenditure (US$ mln, 2005 prices, PPPs) 2 850 4 876 2

Tertiary graduation rates (% of population)  .. 22.9 2

Households with internet access (%)  .. 66.6

1. Late 2000s data, based on Gini coeffi  cient  2. 2010 data  3. Unless otherwise indicated   4. 2009 data

GLOBALISATION 2001 2011 3

Imports of goods and services (% of GDP) 30.7 45.9

Exports of goods and services (% of GDP) 27.1 44.8

Net offi  cial development assistance (% of GNI)  ..  ..

Foreign-born population (% of population)  .. 0.9 2

Migration for work (% of total migration)  ..  ..

Outward FDI stocks (US$ bln)  .. 50

Inward FDI stocks (US$ bln)  .. 198

SOCIETY    

Population (thousands) 38 251 38 187 2

Life expectancy at birth (years) 74.3 76.3 2

Population, 65 and over (% of population) 12.5 13.8

Employment rates: men (%) 59.2 66.3

Employment rates: women (%) 47.8 53.1

Self-employment rates  (% of employed) 25.7 19.6

Unemployment rates (%) 18.3 9.7

Long-term unemployment (% of unemployed) 43.1 31.6

Income inequality, rank out of 34 (1: least unequal)  .. 20 1

Average hours actually worked (per year) 1 974 1 937

Taxes on average worker (all-in, % of labour cost) 38.0 34.3

Road fatalities (per mln inhabitants) 143 102 2

Highlights

COUNTRY SNAPSHOTS
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Portugal

Joined the OECD: 1961

President: Aníbal Cavaco Silva

Ambassador to the OECD: 
Paulo Vizeu Pinheiro

Delegation website: 
www.portugal-ocde.com

Parliament website: www.parlamento.pt

Capital city: Lisbon

ECONOMY 2001 2011 3

Gross domestic product (US$ bln, PPPs) 190.5 270.0

GDP per capita (US$) 18 507 25 352

Real GDP growth (annual %) 2.0 -1.6

Household disposable income (annual growth %) 1.6 1.3 2

Budget balance (% of GDP) -4.8 -4.2

Public debt (% of GDP) 64.2 96.8

Current account balance (% of GDP) -10.3 -6.7

Infl ation rate: all items (annual %) 4.4 3.7

Unit labour cost (annual growth %) 3.5  ..

Long-term interest rates (%) 5.16 10.24

Public expenditure on health (% of GDP) 6.2 7.1 2

Private expenditure on health (% of GDP) 3.1 3.7 2

Public expenditure on education (% of GDP)  .. 5.5 4

Private expenditure on education (% of GDP)  .. 0.4 4

NEW SOURCES OF GROWTH    

Renewable energy (% of energy supply) 16.2 22.1

Primary energy supply (Mtoe) 24.8 23.1

CO2 emissions from fuel combustion (mln tonnes) 59 48 2

R&D expenditure (US$ mln, 2005 prices, PPPs) 1 704 3 667 2

Tertiary graduation rates (% of population)  .. 15.4 2

Households with internet access (%)  .. 58.0

GLOBALISATION 2001 2011 3

Imports of goods and services (% of GDP) 38.3 39.3

Exports of goods and services (% of GDP) 28.1 35.5

Net offi  cial development assistance (% of GNI)  .. 0.29

Foreign-born population (% of population)  .. 7.3 2

Migration for work (% of total migration)  .. 21.9 2

Outward FDI stocks (US$ bln)  .. 68

Inward FDI stocks (US$ bln)  .. 109

SOCIETY    

Population (thousands) 10 293 10 637 2

Life expectancy at birth (years) 77.0 79.8 2

Population, 65 and over (% of population) 16.4 18.2

Employment rates: men (%) 76.7 68.1

Employment rates: women (%) 61.3 60.4

Self-employment rates  (% of employed) 24.9 17.0

Unemployment rates (%) 4.1 12.9

Long-term unemployment (% of unemployed) 38.1 48.2

Income inequality, rank out of 34 (1: least unequal)  .. 29 1

Average hours actually worked (per year) 1 795 1 711

Taxes on average worker (all-in, % of labour cost) 36.4 39.0

Road fatalities (per mln inhabitants) 161 88 2

1. Late 2000s data, based on Gini coeffi  cient  2. 2010 data  3. Unless otherwise indicated   4. 2009 data

• In contrast to 2% growth in GDP in 2001, GDP fell by 
1.6% in 2011. 

• The general government fi nances improved very slightly, 
from a defi cit of 4.8% to one of 4.2% over the period, while 
public debt reached a level of over 96% of GDP. 

• Unemployment rose threefold to 12.9%, with almost half of 
those classed as long-term unemployed. 

• People over 65 account for 18.2% of the population, 
compared with an OECD total of 15%.

• R&D spending doubled over the decade to US$3,667 
million. 

• Over the decade, road fatalities plummeted by almost half 
to 88 per million inhabitants, but are above the OECD 
fi gure of 70 per million. 

Highlights

COUNTRY SNAPSHOTS
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President: Vladimir Putin

Parliament website: 

www.duma.gov.ru

Capital city: Moscow

COUNTRY SNAPSHOTS

Russian Federation 

• GDP in purchasing power parity terms almost tripled in 
Russia over the last decade, reaching US$3,015.7 billion.

• Infl ation has improved, falling from over 21% in 2001 to 
8.4% in 2011. 

• Tertiary graduation at 54% of the population far exceeds the 
OECD average of around 30%.

• The employment rate of women stood at 63.8%, compared 
with 72.2% for men and OECD fi gures of 56.7% and 73%. 

• Average hours worked came to 1,981 per year, above the 
OECD average of 1,776. 

• Road fatalities remain high, at 186 per million, more than 
twice the OECD fi gure of 70.

ECONOMY 2001 2011 3

Gross domestic product (US$ bln, PPPs) 1 073.2 3 015.7

GDP per capita (US$) 7 336 19 833 2

Real GDP growth (annual %) 5.1 4.3

Household disposable income (annual growth %)  ..  ..

Budget balance (% of GDP)  ..  ..

Public debt (% of GDP)  ..  ..

Current account balance (% of GDP)  .. 5.3

Infl ation rate: all items (annual %) 21.5 8.4

Unit labour cost (annual growth %)  ..  ..

Long-term interest rates (%) 19.38 8.06

Public expenditure on health (% of GDP) 3.3 3.2 2

Private expenditure on health (% of GDP) 2.3 1.9 2

Public expenditure on education (% of GDP)  .. 4.7 1

Private expenditure on education (% of GDP)  .. 0.8 1

NEW SOURCES OF GROWTH    

Renewable energy (% of energy supply) 3.0  ..

Primary energy supply (Mtoe) 626.0  ..

CO2 emissions from fuel combustion (mln tonnes) 1 508 1 581 2

R&D expenditure (US$ mln, 2005 prices, PPPs) 15 602 23 394 2

Tertiary graduation rates (% of population)  .. 54.0 2

Households with internet access (%)  .. 46.0

1. 2009 data  2. 2010 data  3. Unless otherwise indicated

GLOBALISATION 2001 2011 3

Imports of goods and services (% of GDP) 24.2 22.3

Exports of goods and services (% of GDP) 36.9 31.1

Net offi  cial development assistance (% of GNI)  ..  ..

Foreign-born population (% of population)  .. 8.7 2

Migration for work (% of total migration)  .. 25.5 2

Outward FDI stocks (US$ bln)  .. 362

Inward FDI stocks (US$ bln)  .. 457

SOCIETY    

Population (thousands) 146 162 142 958 2

Life expectancy at birth (years) 65.7 69.0 2

Population, 65 and over (% of population) 12.7 12.8

Employment rates: men (%) 67.0 72.2

Employment rates: women (%) 59.0 63.8

Self-employment rates  (% of employed)  ..  ..

Unemployment rates (%) 9.0 6.6

Long-term unemployment (% of unemployed) 39.2 32.8

Income inequality, rank out of 34 (1: least unequal)  ..  ..

Average hours actually worked (per year) 1 980 1 981

Taxes on average worker (all-in, % of labour cost)  ..  ..

Road fatalities (per mln inhabitants) 213 186 2

Highlights



www.exiar.ru
t: +7 (495) 783 11 88

e: info@exiar.ru
f: +7 (495) 783 11 22

Covering risks. Discovering new markets.
EXIAR is the national export credit agency of 
Russia, established in 2011. Our mandate is 
extended to insurance guarantees for export 
credits and trans-border investments cover. 

EXIAR’s sole shareholder is state corporation 
“Bank for Development and Foreign Economic 
Aff airs (Vnesheconombank)”. Our activities 
are fully backed by the Russian State.
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Slovak Republic 

Joined the OECD: 2000

Prime Minister: Robert Fico

Ambassador to the OECD: 
Ingrid Brocková

Delegation website: 
www.mzv.sk/oecdpariz

Parliament website: www.nrsr.sk

Capital city: Bratislava

ECONOMY 2001 2011 3

Gross domestic product (US$ bln, PPPs) 64.9 130.7

GDP per capita (US$) 12 069 24 018

Real GDP growth (annual %) 3.5 3.3

Household disposable income (annual growth %) 3.0 3.2 2

Budget balance (% of GDP) -6.5 -4.8

Public debt (% of GDP) 57.1  ..

Current account balance (% of GDP) -8.1 -0.2

Infl ation rate: all items (annual %) 7.3 3.9

Unit labour cost (annual growth %) 0.9 -0.4

Long-term interest rates (%) 8.04 4.42

Public expenditure on health (% of GDP) 4.9 5.8 2

Private expenditure on health (% of GDP) 0.6 3.2 2

Public expenditure on education (% of GDP)  .. 4.1 4

Private expenditure on education (% of GDP)  .. 0.6 4

NEW SOURCES OF GROWTH    

Renewable energy (% of energy supply) 4.1 7.4

Primary energy supply (Mtoe) 18.6 16.9

CO2 emissions from fuel combustion (mln tonnes) 38 35 2

R&D expenditure (US$ mln, 2005 prices, PPPs) 450 692 2

Tertiary graduation rates (% of population)  .. 17.3 2

Households with internet access (%)  .. 70.8

GLOBALISATION 2001 2011 3

Imports of goods and services (% of GDP) 80.8 86.5

Exports of goods and services (% of GDP) 72.7 89.1

Net offi  cial development assistance (% of GNI)  ..  ..

Foreign-born population (% of population)  .. 0.7 2

Migration for work (% of total migration)  ..  ..

Outward FDI stocks (US$ bln)  .. 4

Inward FDI stocks (US$ bln)  .. 51

SOCIETY    

Population (thousands) 5 379 5 430 2

Life expectancy at birth (years) 73.6 75.2 2

Population, 65 and over (% of population) 11.4 13.0

Employment rates: men (%) 62.1 66.3

Employment rates: women (%) 51.8 52.7

Self-employment rates  (% of employed) 4.9 9.7

Unemployment rates (%) 19.5 13.6

Long-term unemployment (% of unemployed) 53.7 63.9

Income inequality, rank out of 34 (1: least unequal)  .. 5 1

Average hours actually worked (per year) 1 801 1 793

Taxes on average worker (all-in, % of labour cost) 42.5 38.9

Road fatalities (per mln inhabitants) 116 65 2

1. Late 2000s data, based on Gini coeffi  cient  2. 2010 data  3. Unless otherwise indicated   4. 2009 data

• GDP per capita almost doubled, from US$12,069 in 2001 
to $24,018 in 2011. 

• The general government balance improved over the decade, 
remaining in defi cit of 4.8% of GDP.

• Unemployment fell from 19.5% in 2001 to 13.6% in 2011, 
nearly two thirds of whom are long-term unemployed. 

• Renewable energy accounted for 7.4% of energy supply in 
2011, an increase on 2001 when it accounted for 4.1%. 

• The Slovak Republic ranked 5th out of 34 countries in 
terms of income inequality in the OECD area, the fi rst 
(least unequal) being Slovenia.

Highlights

COUNTRY SNAPSHOTS



Joined the OECD: 2010

President: Borut Pahor

Ambassador to the OECD: 

Andrej Rant

Parliament website: www.dz-rs.si

Capital city: Ljubljana

Slovenia

• GDP per capita reached US$27,402 in 2011, though growth 
in household disposable income all but stagnated a year 
earlier. 

• The general government defi cit widened to 6.3% of GDP, 
as public debt rose to 56.3% of GDP.

• Unemployment at 8.2% almost matches the OECD total of 
8%, though over 44% were long-term unemployed. 

• Slovenia was ranked 1st out of 34 countries in terms of 
income inequality in the OECD area (least unequal).

• Road fatalities were more than halved, from 140 per million 
inhabitants in 2001 to 68 in 2010, falling just below the 
OECD fi gure of 70.

ECONOMY 2001 2011 3

Gross domestic product (US$ bln, PPPs) 36.7 56.3

GDP per capita (US$) 18 438 27 402

Real GDP growth (annual %) 2.9 -0.2

Household disposable income (annual growth %) 4.6 0.3 2

Budget balance (% of GDP) -4.0 -6.3

Public debt (% of GDP) 33.6 56.3

Current account balance (% of GDP) 8.6 13.8

Infl ation rate: all items (annual %) 8.4 1.8

Unit labour cost (annual growth %) 8.4 0.3

Long-term interest rates (%)  .. 4.97

Public expenditure on health (% of GDP) 6.3 6.6 2

Private expenditure on health (% of GDP) 2.3 2.5 2

Public expenditure on education (% of GDP)  .. 5.3 4

Private expenditure on education (% of GDP)  .. 0.7 4

NEW SOURCES OF GROWTH    

Renewable energy (% of energy supply) 11.6 13.4

Primary energy supply (Mtoe) 6.7 7.2

CO2 emissions from fuel combustion (mln tonnes) 15 15 2

R&D expenditure (US$ mln, 2005 prices, PPPs) 605 1 081 2

Tertiary graduation rates (% of population)  .. 23.7 2

Households with internet access (%)  .. 72.6

1. Late 2000s data, based on Gini coeffi  cient  2. 2010 data  3. Unless otherwise indicated   4. 2009 data

GLOBALISATION 2001 2011 3

Imports of goods and services (% of GDP) 56.0 71.3

Exports of goods and services (% of GDP) 55.2 72.3

Net offi  cial development assistance (% of GNI)  ..  ..

Foreign-born population (% of population)  .. 9.1 2

Migration for work (% of total migration)  ..  ..

Outward FDI stocks (US$ bln)  .. 8

Inward FDI stocks (US$ bln)  .. 15

SOCIETY    

Population (thousands) 1 992 2 049 2

Life expectancy at birth (years) 75.8 79.5 2

Population, 65 and over (% of population) 14.3 16.7

Employment rates: men (%)  .. 67.7

Employment rates: women (%)  .. 60.9

Self-employment rates  (% of employed) 13.9 13.4

Unemployment rates (%) 6.2 8.2

Long-term unemployment (% of unemployed)  .. 44.2

Income inequality, rank out of 34 (1: least unequal)  .. 1 1

Average hours actually worked (per year) 1 696 1 662

Taxes on average worker (all-in, % of labour cost) 46.2 42.6

Road fatalities (per mln inhabitants) 140 68 2

Highlights

COUNTRY SNAPSHOTS
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South Africa 

President: Jacob Zuma

Parliament website: 
www.parliament.gov.za

Capital city: Pretoria

ECONOMY 2001 2011 3

Gross domestic product (US$ bln, PPPs) 310.6 524.0 2

GDP per capita (US$) 6 897 10 498 2

Real GDP growth (annual %) 2.7 2.8 2

Household disposable income (annual growth %) 2.8 5.8 2

Budget balance (% of GDP) -2.0  ..

Public debt (% of GDP)  ..  ..

Current account balance (% of GDP) 0.3  ..

Infl ation rate: all items (annual %) 5.7 5.0

Unit labour cost (annual growth %)  ..  ..

Long-term interest rates (%) 11.41 8.52

Public expenditure on health (% of GDP) 3.5 3.9 2

Private expenditure on health (% of GDP) 5.3 5.0 2

Public expenditure on education (% of GDP)  .. 4.8 1

Private expenditure on education (% of GDP)  ..  ..

NEW SOURCES OF GROWTH    

Renewable energy (% of energy supply) 11.6  ..

Primary energy supply (Mtoe) 112.4  ..

CO2 emissions from fuel combustion (mln tonnes) 282 347 2

R&D expenditure (US$ mln, 2005 prices, PPPs) 2 536  ..

Tertiary graduation rates (% of population)  .. 4.3 2

Households with internet access (%)  .. 9.8

GLOBALISATION 2001 2011 3

Imports of goods and services (% of GDP) 26.1  ..

Exports of goods and services (% of GDP) 30.1  ..

Net offi  cial development assistance (% of GNI)  ..  ..

Foreign-born population (% of population)  .. 3.7 2

Migration for work (% of total migration)  ..  ..

Outward FDI stocks (US$ bln)  ..  ..

Inward FDI stocks (US$ bln)  ..  ..

SOCIETY    

Population (thousands) 45 390 50 133 2

Life expectancy at birth (years) 53.8 52.1 2

Population, 65 and over (% of population) 3.8 4.8

Employment rates: men (%) 50.7 47.4

Employment rates: women (%) 38.1 34.6

Self-employment rates  (% of employed)  ..  ..

Unemployment rates (%) 26.2 24.9

Long-term unemployment (% of unemployed) 68.4 58.8

Income inequality, rank out of 34 (1: least unequal)  ..  ..

Average hours actually worked (per year)  ..  ..

Taxes on average worker (all-in, % of labour cost)  ..  ..

Road fatalities (per mln inhabitants) 253  ..

1. 2009 data  2. 2010 data  3. Unless otherwise indicated

• Growth in household disposable income has accelerated, 
reaching 5.8% in 2010.

• Infl ation has been contained, at 5% in 2011.

• Unemployment improved little over the decade, affecting 
a quarter of the workforce, with some 59% of these being 
long-term unemployed. 

• The employment rate of women was 34.6%, compared 
with 47.4% for men, and OECD fi gures of 56.7% and 73%. 

• Tertiary graduation rates were around 4%, compared with 
30% for OECD countries.

• Almost 10% of households have access to internet.

• Life expectancy declined slightly to 52.1 in 2010. 

Highlights

COUNTRY SNAPSHOTS
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Joined the OECD: 1961

Prime Minister: 

Mariano Rajoy Brey

Ambassador to the OECD: 

Ricardo Díez-Hochleitner

Delegation website: 

www.maec.es/subwebs/representaciones/OCDE/

Parliament website: www.congreso.es

Capital city: Madrid

Spain

• GDP per capita was US$32,197 in 2011, well up on 2001.

• The defi cit in general governance fi nances widened from 
a fairly modest 0.5% of GDP to just under 9%, and public 
debt increased by 13 percentage points in GDP terms over 
the decade.

• By 2011, unemployment was twice its 2001 rate, at 21.6%.

• The foreign-born population reached 14.9%.

• Road fatalities more than halved since 2001, reaching 54 
per million, which is below the OECD total of 70.

ECONOMY 2001 2011 3

Gross domestic product (US$ bln, PPPs) 919.4 1 485.1

GDP per capita (US$) 22 578 32 197

Real GDP growth (annual %) 3.7 0.7

Household disposable income (annual growth %) 3.1 -4.6 2

Budget balance (% of GDP) -0.5 -8.6

Public debt (% of GDP) 62.0 75.1

Current account balance (% of GDP) -3.9 -3.5

Infl ation rate: all items (annual %) 3.6 3.2

Unit labour cost (annual growth %) 3.0 -1.9

Long-term interest rates (%) 5.12 5.44

Public expenditure on health (% of GDP) 5.2 7.1 2

Private expenditure on health (% of GDP) 2.1 2.5 2

Public expenditure on education (% of GDP)  .. 4.9 4

Private expenditure on education (% of GDP)  .. 0.7 4

NEW SOURCES OF GROWTH    

Renewable energy (% of energy supply) 6.5 11.4

Primary energy supply (Mtoe) 125.0 125.9

CO2 emissions from fuel combustion (mln tonnes) 286 268 2

R&D expenditure (US$ mln, 2005 prices, PPPs) 9 607 17 240 2

Tertiary graduation rates (% of population)  .. 30.7 2

Households with internet access (%)  .. 63.9

1. Late 2000s data, based on Gini coeffi  cient  2. 2010 data  3. Unless otherwise indicated   4. 2009 data

GLOBALISATION 2001 2011 3

Imports of goods and services (% of GDP) 31.1 31.1

Exports of goods and services (% of GDP) 28.5 30.3

Net offi  cial development assistance (% of GNI)  .. 0.29

Foreign-born population (% of population)  .. 14.9 2

Migration for work (% of total migration)  .. 29.9 2

Outward FDI stocks (US$ bln)  .. 640

Inward FDI stocks (US$ bln)  .. 634

SOCIETY    

Population (thousands) 40 720 46 071 2

Life expectancy at birth (years) 79.7 82.2 2

Population, 65 and over (% of population) 16.9 17.6

Employment rates: men (%) 73.8 64.1

Employment rates: women (%) 43.8 52.8

Self-employment rates (% of employed) 16.2 12.3

Unemployment rates (%) 10.5 21.6

Long-term unemployment (% of unemployed) 36.9 41.6

Income inequality, rank out of 34 (1: least unequal)  .. 22 1

Average hours actually worked (per year) 1 736 1 690

Taxes on average worker (all-in, % of labour cost) 38.9 39.9

Road fatalities (per mln inhabitants) 135 54 2

Highlights

COUNTRY SNAPSHOTS
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Sweden

Joined the OECD: 1961

Prime Minister: Fredrik Reinfeldt

Ambassador to the OECD: 
Anders Ahnlid

Delegation website: 
www.swedenabroad.com/oecd

Parliament website: www.riksdagen.se

Capital city: Stockholm

ECONOMY 2001 2011 3

Gross domestic product (US$ bln, PPPs) 251.1 390.4

GDP per capita (US$) 28 226 41 348

Real GDP growth (annual %) 1.3 3.9

Household disposable income (annual growth %) 6.5 1.2 2

Budget balance (% of GDP) 1.6 0.1

Public debt (% of GDP) 62.0  ..

Current account balance (% of GDP) 3.7 7.0

Infl ation rate: all items (annual %) 2.4 3.0

Unit labour cost (annual growth %) 5.3 -1.3

Long-term interest rates (%) 5.11 2.61

Public expenditure on health (% of GDP) 7.2 7.7 2

Private expenditure on health (% of GDP) 1.7 1.8 2

Public expenditure on education (% of GDP)  .. 6.6 4

Private expenditure on education (% of GDP)  .. 0.2 4

NEW SOURCES OF GROWTH    

Renewable energy (% of energy supply) 28.2 33.5

Primary energy supply (Mtoe) 50.5 49.4

CO2 emissions from fuel combustion (mln tonnes) 52 48 2

R&D expenditure (US$ mln, 2005 prices, PPPs) 10 814 10 835 2

Tertiary graduation rates (% of population)  .. 34.2 2

Households with internet access (%)  .. 90.6

GLOBALISATION 2001 2011 3

Imports of goods and services (% of GDP) 39.6 43.9

Exports of goods and services (% of GDP) 46.3 50.1

Net offi  cial development assistance (% of GNI)  .. 1.02

Foreign-born population (% of population)  .. 16.8 2

Migration for work (% of total migration)  .. 5.7 2

Outward FDI stocks (US$ bln)  .. 359

Inward FDI stocks (US$ bln)  .. 338

SOCIETY    

Population (thousands) 8 896 9 378 2

Life expectancy at birth (years) 79.8 81.5 2

Population, 65 and over (% of population) 17.2 19.3

Employment rates: men (%) 77.2 76.3

Employment rates: women (%) 73.5 71.9

Self-employment rates  (% of employed) 5.6 6.0

Unemployment rates (%) 5.8 7.5

Long-term unemployment (% of unemployed) 22.3 17.2

Income inequality, rank out of 34 (1: least unequal)  .. 7 1

Average hours actually worked (per year) 1 618 1 644

Taxes on average worker (all-in, % of labour cost) 49.1 42.8

Road fatalities (per mln inhabitants) 65 28 2

1. Late 2000s data, based on Gini coeffi  cient  2. 2010 data  3. Unless otherwise indicated   4. 2009 data

• Real GDP growth came to 3.9% in 2011, compared with 
1.8% for the OECD area.

• The total population approached 9.4 million in 2010, of 
which 19.3% were aged 65 and over, compared with 15% for 
the OECD.

• Long-term unemployment, at 17.2% of the total in 2011, 
was down on 10 years earlier

• Average hours worked increased slightly over the same 
period, to 1,644.

• Renewable energy accounted for 33.5% of Sweden’s energy 
supply, compared with 8.2% for the OECD.

• Road fatalities stood at 28 per million in 2010; in the OECD 
area only Iceland had a lower rate.
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Joined the OECD: 1961

President: 

Ueli Maurer

Ambassador to the OECD: 

Stefan Flückiger

Delegation website: 

www.eda.admin.ch/paris_ocde

Parliament website: www.parlament.ch

Capital city: Bern

Switzerland 

• GDP per head increased by over $18,000 in the past 
decade, to $51,665, one of the highest in the OECD.

• The total population was over 7.8 million in 2010, of which 
17.8% were aged 65 and over. The foreign-born population 
accounted for almost 28% of the total in 2010.

• Renewable energy accounted for 18.2% of Switzerland’s 
energy supply, compared with 8.2% for the OECD.

• The unemployment rate, at 4.1%, was below the OECD 
rate of 8%, although 38.8% were long-term unemployed, 
compared with an OECD fi gure of 33.6%.

• The employment rate for women was at 73.2%, compared 
with 85.3% for men. Both were signifi cantly above the 
OECD fi gures of 56.7% and 73% respectively.

ECONOMY 2001 2011 3

Gross domestic product (US$ bln, PPPs) 240.9 405.4

GDP per capita (US$) 33 062 51 665

Real GDP growth (annual %) 1.2 2.1

Household disposable income (annual growth %) 2.9 1.8 2

Budget balance (% of GDP) -0.3  ..

Public debt (% of GDP) 48.5  ..

Current account balance (% of GDP) 8.0 14.3

Infl ation rate: all items (annual %) 1.0 0.2

Unit labour cost (annual growth %) 4.7  ..

Long-term interest rates (%) 3.38 1.47

Public expenditure on health (% of GDP) 6.0 7.4 2

Private expenditure on health (% of GDP) 4.6 3.9 2

Public expenditure on education (% of GDP)  .. 5.5 4

Private expenditure on education (% of GDP)  ..  ..

NEW SOURCES OF GROWTH    

Renewable energy (% of energy supply) 18.4 18.2

Primary energy supply (Mtoe) 26.6 25.5

CO2 emissions from fuel combustion (mln tonnes) 43 44 2

R&D expenditure (US$ mln, 2005 prices, PPPs)  ..  ..

Tertiary graduation rates (% of population)  .. 35.2 2

Households with internet access (%)  ..  ..

1. Late 2000s data, based on Gini coeffi  cient  2. 2010 data  3. Unless otherwise indicated   4. 2009 data

GLOBALISATION 2001 2011 3

Imports of goods and services (% of GDP) 40.0 40.4

Exports of goods and services (% of GDP) 44.7 51.2

Net offi  cial development assistance (% of GNI)  .. 0.46

Foreign-born population (% of population)  .. 27.8 2

Migration for work (% of total migration)  .. 2.1 2

Outward FDI stocks (US$ bln)  .. 992

Inward FDI stocks (US$ bln)  .. 583

SOCIETY    

Population (thousands) 7 227 7 822 2

Life expectancy at birth (years) 80.3 82.6 2

Population, 65 and over (% of population) 15.5 17.8

Employment rates: men (%) 87.6 85.3

Employment rates: women (%) 70.7 73.2

Self-employment rates  (% of employed) 12.1 10.9

Unemployment rates (%)  .. 4.1

Long-term unemployment (% of unemployed) 29.9 38.8

Income inequality, rank out of 34 (1: least unequal)  .. 17 1

Average hours actually worked (per year) 1 650  ..

Taxes on average worker (all-in, % of labour cost) 21.6 21.0

Road fatalities (per mln inhabitants) 75 43 2
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Turkey

Joined the OECD: 1961

Prime Minister:
Recep Tayyip Erdogan

Ambassador to the OECD: 
Kadri Ecvet Tezcan

Delegation website: http://oecd.pr.mfa.gov.tr

Parliament website: www.tbmm.gov.tr

Capital city: Ankara

ECONOMY 2001 2011 1

Gross domestic product (US$ bln, PPPs) 560.9 1 288.6

GDP per capita (US$) 8 612 17 426

Real GDP growth (annual %) -5.7 8.5

Household disposable income (annual growth %)  ..  ..

Budget balance (% of GDP)  ..  ..

Public debt (% of GDP)  ..  ..

Current account balance (% of GDP) 2.0 -9.8

Infl ation rate: all items (annual %) 54.4 6.5

Unit labour cost (annual growth %) 49.9  ..

Long-term interest rates (%)  ..  ..

Public expenditure on health (% of GDP) 3.5  ..

Private expenditure on health (% of GDP) 1.6  ..

Public expenditure on education (% of GDP)  ..  ..

Private expenditure on education (% of GDP)  ..  ..

NEW SOURCES OF GROWTH    

Renewable energy (% of energy supply) 13.3 10.2

Primary energy supply (Mtoe) 70.4 114.2

CO2 emissions from fuel combustion (mln tonnes) 182 266 3

R&D expenditure (US$ mln, 2005 prices, PPPs) 3 171 7 664 3

Tertiary graduation rates (% of population)  .. 13.1 3

Households with internet access (%)  ..  ..

GLOBALISATION 2001 2011 1

Imports of goods and services (% of GDP) 23.3 32.7

Exports of goods and services (% of GDP) 27.4 23.8

Net offi  cial development assistance (% of GNI)  ..  ..

Foreign-born population (% of population)  .. 3.8 3

Migration for work (% of total migration)  ..  ..

Outward FDI stocks (US$ bln)  .. 26

Inward FDI stocks (US$ bln)  .. 139

SOCIETY    

Population (thousands) 65 133 72 698 3

Life expectancy at birth (years) 71.5 74.3 3

Population, 65 and over (% of population) 6.8 7.8

Employment rates: men (%) 69.3 69.3

Employment rates: women (%) 26.3 27.8

Self-employment rates  (% of employed) 66.8 48.4

Unemployment rates (%)  .. 8.8

Long-term unemployment (% of unemployed) 21.3 26.5

Income inequality, rank out of 34 (1: least unequal)  .. 32 2

Average hours actually worked (per year) 1 942 1 877

Taxes on average worker (all-in, % of labour cost) 43.6 37.7

Road fatalities (per mln inhabitants) 45 56 3

1. Unless otherwise indicated  2. Late 2000s data, based on Gini coeffi  cient  3. 2010 data 

• Real GDP growth was 8.5% in 2011, the highest growth rate 
in the OECD area.

• The infl ation rate, though relatively high at 6.5%, declined 
signifi cantly from 2001, when it exceeded 54%.

• The employment rate for women was 27.8%, compared 
with 69.3% for men and signifi cantly below the OECD 
fi gures of 56.7% and 73% respectively.

• All-in taxes on the average worker came to 37.7% of labour 
cost, slightly higher than the OECD average of 35.2%.

• Renewable energy accounted for 10.2% of Turkey’s energy 
supply, compared with 8.2% for the OECD.

• Road fatalities were at 56 per million inhabitants in 2010, 
compared with 70 per million for the OECD.

Highlights
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Joined the OECD: 1961

Prime Minister: David Cameron

Ambassador to the OECD: 

Nick Bridge

Delegation website: 

http://ukoecd.fco.gov.uk/en/

Parliament website: www.parliament.uk

Capital city: London

United Kingdom

• GDP per head was about average for the OECD, as 
household disposable incomes grew by just 0.5% in 2010, 
compared with 5.4% in 2001.

• Public debt increased to 104.9% of GDP from 49.3% a 
decade earlier. 

• The total population exceeded 61.3 million in 2010, of 
which over 16% were aged 65 and over, compared with 15% 
for the OECD.

• Unemployment stood at 8%, equal to the OECD rate and 
up from 5% in 2001. A third of the total was long-term 
unemployed.

• Renewable energy increased from 1% to 4.1% of total 
energy supply in the past decade, but remains below the 
OECD total of 8.2%.

• Road fatalities, at 31 per million in 2010, were less than half 
the OECD number of 70 per million.

ECONOMY 2001 2011 3

Gross domestic product (US$ bln, PPPs) 1 626.8 2 236.0

GDP per capita (US$) 27 520 35 642

Real GDP growth (annual %) 2.9 0.8

Household disposable income (annual growth %) 5.4 0.5 2

Budget balance (% of GDP) 0.5 -8.2

Public debt (% of GDP) 49.3 104.9

Current account balance (% of GDP) -2.3 -1.9

Infl ation rate: all items (annual %) 1.2 4.5

Unit labour cost (annual growth %) 3.3 1.5

Long-term interest rates (%) 4.93 3.12

Public expenditure on health (% of GDP) 5.8 8.0 2

Private expenditure on health (% of GDP) 1.5 1.6 2

Public expenditure on education (% of GDP)  .. 5.3 4

Private expenditure on education (% of GDP)  .. 0.7 4

NEW SOURCES OF GROWTH    

Renewable energy (% of energy supply) 1.0 4.1

Primary energy supply (Mtoe) 223.8 189.0

CO2 emissions from fuel combustion (mln tonnes) 537 484 2

R&D expenditure (US$ mln, 2005 prices, PPPs) 31 594 35 615 2

Tertiary graduation rates (% of population)  .. 38.2 2

Households with internet access (%)  .. 82.7

1. Late 2000s data, based on Gini coeffi  cient  2. 2010 data  3. Unless otherwise indicated   4. 2009 data

GLOBALISATION 2001 2011 3

Imports of goods and services (% of GDP) 29.6 34.1

Exports of goods and services (% of GDP) 27.3 32.5

Net offi  cial development assistance (% of GNI)  .. 0.56

Foreign-born population (% of population)  .. 12.9 2

Migration for work (% of total migration)  .. 33.1 2

Outward FDI stocks (US$ bln)  .. 1 731

Inward FDI stocks (US$ bln)  .. 1 199

SOCIETY    

Population (thousands) 59 108 61 344 2

Life expectancy at birth (years) 78.2 80.6 2

Population, 65 and over (% of population) 15.9 16.2

Employment rates: men (%) 79.1 75.5

Employment rates: women (%) 66.0 65.3

Self-employment rates  (% of employed) 7.8 9.0

Unemployment rates (%) 5.0 8.0

Long-term unemployment (% of unemployed) 27.8 33.4

Income inequality, rank out of 34 (1: least unequal)  .. 28 1

Average hours actually worked (per year) 1 705 1 625

Taxes on average worker (all-in, % of labour cost) 32.2 32.5

Road fatalities (per mln inhabitants) 63 31 2

Highlights
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United States 

ECONOMY 2001 2011 3

Gross domestic product (US$ bln, PPPs) 10 233.9 15 011.0

GDP per capita (US$) 35 866 48 043

Real GDP growth (annual %) 1.1 1.7

Household disposable income (annual growth %) 2.5 2.2 2

Budget balance (% of GDP) -0.5  ..

Public debt (% of GDP) 55.0 103.5

Current account balance (% of GDP) -3.9 -3.1

Infl ation rate: all items (annual %) 2.8 3.2

Unit labour cost (annual growth %) 1.9  ..

Long-term interest rates (%) 5.02 2.79

Public expenditure on health (% of GDP) 6.3 8.5 2

Private expenditure on health (% of GDP) 8.0 9.1 2

Public expenditure on education (% of GDP)  .. 5.3 4

Private expenditure on education (% of GDP)  .. 2.1 4

NEW SOURCES OF GROWTH    

RRenewable energy (% of energy supply) 4.0 6.1

Primary energy supply (Mtoe) 2 230.8 2 202.7

CO2 emissions from fuel combustion (mln tonnes) 5 678 5 369 2

R&D expenditure (US$ mln, 2005 prices, PPPs) 306 683  ..

Tertiary graduation rates (% of population)  .. 41.7 2

Households with internet access (%)  ..  ..

GLOBALISATION 2001 2011 3

Imports of goods and services (% of GDP) 13.7 17.8

Exports of goods and services (% of GDP) 10.0 14.0

Net offi  cial development assistance (% of GNI)  .. 0.20

Foreign-born population (% of population)  .. 13.1 2

Migration for work (% of total migration)  .. 6.4 2

Outward FDI stocks (US$ bln)  .. 4 682

Inward FDI stocks (US$ bln)  .. 2 909

SOCIETY    

Population (thousands) 284 969 309 330 2

Life expectancy at birth (years) 76.8 78.7 2

Population, 65 and over (% of population) 12.4 13.3

Employment rates: men (%) 79.4 71.4

Employment rates: women (%) 67.1 62.0

Self-employment rates (% of employed) 6.1  ..

Unemployment rates (%) 4.7 9.0

Long-term unemployment (% of unemployed) 6.1 31.3

Income inequality, rank out of 34 (1: least unequal)  .. 31 1

Average hours actually worked (per year) 1 814 1 787

Taxes on average worker (all-in, % of labour cost) 30.3 29.5

Road fatalities (per mln inhabitants) 148 106 2

Joined the OECD: 1961

President: Barack Obama

Ambassador to the OECD: 
Jeri Guthrie-Corn (Chargé d’A� aires, a.i.)

Delegation website: http://usoecd.usmission.gov

Parliament websites: www.house.gov; www.senate.gov

Capital city: Washington, DC

1. Late 2000s data, based on Gini coeffi  cient  2. 2010 data  3. Unless otherwise indicated   4. 2009 data

• GDP exceeded US$15,000 billion in 2011, making up over 
a third of the OECD total in purchasing power parity terms.

• GDP per head increased by over US$12,000 between 2001 
and 2011, to $48,043.

• Public debt came to 103.5% of GDP, up from 55% in 2001.

• Tertiary graduation rates were at 41.7% of the population in 
2010, compared with an OECD average of 30.7%.

• Unemployment, at 9%, has almost doubled since 2001 and 
was above the OECD rate of 8%. Almost a third of the total 
was long-term unemployed, compared with just 6.1% in 2001.

• The employment rate for women was 62%, compared 
with 71.4% for men, and OECD fi gures of 56.7% and 73% 
respectively.

• Renewable energy accounted for 6.1% of total energy 
supply, compared with 8.2% for the OECD.

Highlights
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resulted from over five years of global economic turmoil. People are the focus of the 
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government, business, labour, academia and civil society to examine these and 
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