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Going for Growth was launched in 2005 as a new form of structural surveillance complementing the
OECD’s long-standing country and sector-specific surveys. In line with the OECD’s 1960 founding
Convention, the aim is to help promote vigorous sustainable economic growth and improve the well-being
of OECD citizens.
This surveillance is based on a systematic and in-depth analysis of structural policies and their
outcomes across OECD members, relying on a set of internationally comparable and regularly updated
indicators with a well-established link to performance. Using these indicators, alongside the expertise of
OECD committees and staff, policy priorities and recommendations are derived for each member. From
one issue to the next, Going for Growth follows up on these recommendations and priorities evolve, not
least as a result of governments taking action on the identified policy priorities.
Underpinning this type of benchmarking is the observation that drawing lessons from mutual success
and failure is a powerful avenue for progress. While allowance should be made for genuine differences in
social preferences across OECD members, the uniqueness of national circumstances should not serve to
justify inefficient policies.
In gauging performance, the focus is on GDP per capita, productivity and employment. As
highlighted in the 2006 issue, this leaves out some important dimensions of well-being. For instance, while
a high GDP per capita tends to make for better health and education outcomes, it is not sufficient to ensure
social cohesion, even if higher employment helps. However, for economic policy purposes, GDP per capita
and employment measure well-being better than any other available indicators.
Going for Growth is the fruit of a joint effort across a large number of OECD Departments.
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EDITORIAL

GDP is not equivalent to welfare. But high productivity and employment do contribute to
welfare, directly as well as indirectly, by providing resources that can be deployed to other
welfare-enhancing activities. It is important, therefore, that government policies do not get in the
way of productivity and employment except where this can be justified with reference to other
aspects of welfare.
The 2007 issue of Going for Growth presented five structural policy priorities for each
OECD country and the European Union to remedy shortcomings in terms of productivity or
employment. The current issue reviews progress in implementing these priorities. Depending on
inclination, the conclusion may be that the glass is either half full or half empty. A year is not a
long period in structural-policy making and in that light progress on almost two-thirds of the 2007
policy priorities may be seen as quite an achievement. However, some of this progress is not very
material, and progress has been much slower in thornier policy areas such as labour market
regulation. As well, buoyant economic activity might be seen as having provided a propitious
background to reform by reducing the associated adjustment costs. But, as discussed in last year’s
issue, the good times may also have reduced the sense of urgency to reform.
The current issue contains five special chapters, dealing with specific policies and factors
that influence employment and productivity.
As concerns employment, the main focus in Going for Growth has so far been placed on
the number of persons in work with less emphasis on how many hours they work. One of the
special chapters attempts to redress the balance by studying the factors that explain the wide
disparity and, in some cases, diverging trends in working hours across countries.
The study presents a new, and more internationally comparable, dataset on working-hours
which confirms the much-discussed stylised fact that annual working hours are considerably
longer in the United States than in Europe. The gap amounts to some 15% and about half reflects
more annual work-days in the United States with the remainder due to a higher number of hours
per week. Differences in average weekly hours reflect to a large extent working hours by women
and the analysis shows that these are importantly influenced by marginal tax rates. The study also
identifies a number of other policy influences on working hours, including working-time
regulation. In thinking about policies, however, it is important to keep in mind both the hours and
the head-count dimensions of employment. Indeed, policies that lead to lower labour force
participation by certain groups who typically work short hours will tend to raise average working
hours but that does not make them desirable.
Human capital accumulation is an important motor of economic growth. Two special
chapters present analysis, done in conjunction with the OECD Education Directorate, on
investment in education at, respectively, the primary and secondary level and the tertiary level.
The former study uses PISA scores to establish a metric for the efficiency of school systems as a
whole as well as for individual schools. The results point to substantial efficiency gains to be had
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from schools in individual countries catching up to best national performance and from national
school systems catching up to best international performance. Overall economic activity benefits
through the higher productivity and employment of better educated youth cohorts and/or through
cost savings and correspondingly lower taxes. The study also identifies some of the policy settings
that appear to drive efficiency and which relate to user choice, managerial autonomy and
accountability, efficient school size, and the avoidance of early streaming.
The chapter on tertiary education presents estimates of the associated private returns,
which appear to be one of the drivers of investment in tertiary education. In most countries, the
estimated returns are high compared with those of alternative investments but there is also
substantial variation across countries. The co-existence of high returns with, in some cases,
relatively low graduation rates may indicate that prospective students are held back by liquidity
constraints and concerns about risk. Indeed, student income and availability of liquid financial
resources come across as another major determinant of investment in tertiary education. The
flexibility and scope for innovation of educational institutions are a third important factor. In
addition to these findings, however, policy settings in the area of tertiary education need to take
into account also pressures on public financing, the increased international mobility of graduates,
and the wish to reduce support that mainly benefits the better-off part of the population. This
combination of factors points towards policies that provide greater autonomy and accountability
for individual institutions, a greater role for students in financing their tuition and measures to
ease liquidity constraints and to reduce the riskiness of investing in tertiary education.
Two chapters deal with the role of external openness in driving economic activity. The
chapter on economic geography reveals that distance continues to be a main determinant of
international trade patterns. Indeed, countries at a remove from centres of economic activity trade
less than those located closer by. As a result, the distant countries benefit less from the advantages
that stem from trade in the form of greater specialisation, exploitation of scale economies, and
competitive pressures. The effects on GDP are potentially large.
The chapter also analyses the role of natural resources and shows that resource-rich OECD
countries tend to have higher GDP. This finding contrasts with results which suggest that resource
endowments can be a curse for developing countries, possibly reflecting that OECD countries
generally have stronger governance structures. The role played by distance and resource
endowments needs to be kept in mind when comparing economic performance across countries.
Some have it easier than others. But being either advantaged or disadvantaged should not serve as
an excuse for inappropriate policies and in fact the analysis does not find evidence that the Going
for Growth policy priorities are affected by distance or resource endowments.
The other chapter on openness, based on analysis carried out in the OECD Trade and
Agriculture Directorate, explores the role that regulation of domestic markets plays for trade in
services. Not surprisingly, restrictive regulation turns out to hamper trade in services. Service
trade flows between two countries are also reduced when their respective regulatory structures are
very dissimilar. The study estimates that service trade could almost double on average if countries
were to align regulations on the least restrictive stance in the OECD. As with trade in goods,
greater trade in services should provide a boost to GDP.
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The analysis in the special chapters of this issue contributes towards the evolving
analytical basis for identifying policy priorities in future issues of Going for Growth. Ultimately,
sound policy advice has to rest on as solid and comprehensive analysis as possible.

Jørgen Elmeskov
Acting Head of the Economics Department
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The sources of real income differences
(in 2006)

1. Based on 2006 purchasing power parities. For Luxembourg, the population is augmented by the
number of cross-border workers to take into account their contribution to GDP. Data for Greece take
into account the revision to the level of GDP agreed to by Eurostat in October 2007.
2. Labour resource utilisation is measured as total number of hours worked per capita.
3. Labour productivity is measured as GDP per hour worked.
4. EU19 covers countries that are members of both the European Union and the OECD.
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Summary of progress on recommendations
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Working hours: annual hours worked per worker vary across OECD countries

Women work shorter weekly hours in Europe than in the United States
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Lowering marginal taxes in Europe to US levels would close the weekly hours gap with the US
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Schools: potential gains from moving to national best practice
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Tertiary education: new graduates
(as a share of the population aged 20-291)
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Gross wage premia from higher education
(in 2001 and in % of gross earnings of workers with upper-secondary education)

Estimates of the increase in gross hourly earnings relative to a worker with a secondary education
qualification, controlling for individual characteristics other than education attainment.
1997 for Hungary; 2000 for Poland and Switzerland.
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Private internal rates of return to tertiary education
(in 2001)

These rates of return include wage, employability, unemployment benefit and pension premia
associated with tertiary education and are adjusted for taxation. They also include the opportunity
and direct costs of education. They assume that labour productivity grows at 1.75% per year in all
countries.
1997 for Hungary; 2000 for Poland and Switzerland.
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Supply flexibility of higher education
(in 2005-06)1

1. Canadian provinces are: Al: Alberta, BC: British Columbia, Ma: Manitoba, NB: New Brunswick, On:
Ontario, Qu: Québec and Sa: Saskatchewan. Belgian regions are: Fr: French Community, Fl: Flemish
Community and D: German-speaking Community. The bars correspond to 95% confidence intervals
obtained through a large number of simulated random weights on individual subcomponents of the
synthetic indicator.
2. In interpreting this value for federal provisions concerning supply flexibility and accountability it
should be taken into account that federal funds only account for a small share of total funding of US
tertiary education institutions.
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Transport costs

Weighted average of maritime, air and road transport cost, in USD/kg, deflated by the US
manufacturing goods deflator.

Trade openness and sensitivity of trade to distance

Sensitivity is the elasticity of bilateral trade to distance estimated from a gravity equation.
A sensitivity of one means that trade is reduced by 1% when distance increases by 1%.
The trade openness ratio is the average of imports and exports divided by GDP.
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Impact of geography on GDP per capita
(difference in %, average 2000-04)

By way of example, compared with the average country in the sample, Australia’s distance to
markets contributes to lowering its GDP per capita by 10.6% on average over 2000-04.
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Gains from the full harmonisation of product market regulation
on the least restrictive stance
Estimated increase in trade in services

Estimated increase in GDP per capita
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