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RECOMMENDATION OF THE COUNCIL ON A POLICY FRAMEWORK
FOR EFFECTIVE AND EFFICIENT FINANCIAL REGULATION

THE COUNCIL,

Having regard to Articles 1(a), 2(c) and 5(b) of the Convention on the Organisation
for Economic Co-operation and Development of 14 December 1960;

Considering the primary role played by the financial system in financial
intermediation in the economy and in the pooling, management, and transfer of
risks;

Considering the close interlinkages between the financial system and the
macroeconomy and the global and integrated nature of financial and economic
systems;

Considering the complex and rapidly evolving nature of the financial system, the
convergence of products, institutions, and markets, and the growth of globally active
financial conglomerates;

Considering the potentially devastating economic and social consequences of
financial crises and the length of time that may be needed to restore public
confidence in the financial system;

Considering the importance of establishing a sound policy and regulatory
framework for the financial sector that addresses market failures and any broader
economic or social needs;

Considering that governments in OECD Member and non-Member countries may
benefit from high-level international guidance on financial sector policy and
regulation;

Recognising previous work of the OECD in promoting effective and efficient
regulatory systems through instruments such as the OECD Reference Checklist for
Regulatory Decision-making and OECD Guiding Principles for Regulatory Quality and
Performance;

Recognising the role of other international organisations in developing
regulatory standards for sound financial systems and supporting peer reviews of
national financial systems;

Noting the General Guidance on a Policy Framework for Effective and Efficient
Financial Regulation and the related High-Level Checklist developed by the
Committee on Financial Markets and the Insurance and Private Pensions Committee;

Noting that the principles set out in the present Recommendation are drawn
from the above-mentioned General Guidance on a Policy Framework for Effective
and Efficient Financial Regulation;

On the proposal of the Committee on Financial Markets and the Insurance and
Private Pensions Committee;

RECOMMENDS that Members develop a policy framework for effective and
efficient financial regulation and, for this purpose, take due account of and
implement the principles for a Policy Framework for Effective and Efficient Financial
Regulation that are set out in the Annex to this Recommendation, of which they
form an integral part.



RECOMMENDS that Members also take account of the General Guidance on a
Policy Framework for Effective and Efficient Financial Regulation and related High-
level Checklist, as they may be modified from time to time.

INVITES non-Members to adhere to this Recommendation.

INSTRUCTS the Committee on Financial Markets and the Insurance and Private
Pensions Committee to exchange information on progress and experiences with
respect to the implementation of this Recommendation, review that information,
and report to the Council within three years from its adoption.



ANNEX

PRINCIPLES FOR A POLICY FRAMEWORK FOR EFFECTIVE
AND EFFICIENT FINANCIAL REGULATION

I. Financial Landscape

a)

a)

b)

A. Financial system: benchmark definition

The attributes of a well-functioning financial system should be identified, taking
into consideration the stage of development of the economy and other relevant
country-specific factors. In this respect, there should be specification of:

i) the functions and scope of activities of a well-functioning financial system;

i anticipated macroeconomic and international linkages;

)
ii) expected outcomes; and,

iv) supporting foundations.

These attributes should have sufficient precision to permit an understanding
of the nature of the financial system and to distinguish clearly its activities
from other economic activities.

This benchmark definition should be communicated publicly, in a manner, form,
and frequency appropriate to the context and target audience. It should be updated
as appropriate in light of the evolution of the financial system.

B. Transparency

The operations of the financial system should be transparent, permitting the
identification and delineation of its features, its operations, and their evolution over
time.

Micro- and macro-level data and information on the financial system should be
available to promote transparency. In this respect:

i) comprehensive, relevant, up-to-date, and internationally comparable sets of
statistics and indicators for the entire financial system should be collected
and disseminated; and,

i) comprehensive and timely information on products, services, transactions,
institutions, systems, and markets connected with the financial system
(including private and off-balance sheet vehicles), should be collected and, to
the extent possible, disseminated.

The collection and, where appropriate, dissemination of information on the financial
system should have benefits for relevant stakeholders. Due consideration should be
given to costs, confidentiality, financial stability, and security as relevant in the
collection or dissemination of data and information.
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d) Governmental authorities should have the legal powers to compel, if necessary, the
collection and, if appropriate, dissemination of data and information to ensure that
proper transparency is achieved.

e) Industry groups should be encouraged to promote a high level of transparency in the
financial system, possibly in collaboration with government.

f) International organisations should work to ensure transparency in the financial
system, domestically and internationally, and coordinate their efforts in this respect.

C. Surveillance and analysis

a) The functioning of the financial system and its broader macroeconomic and global
linkages should be well understood, as should the products, services, institutions,
systems, and markets connected with the financial system.

b) Surveillance tools and mechanisms should be established to ensure a
comprehensive, on-going monitoring of domestic and international financial system
developments, macroeconomic trends, and emerging risks.

C) Market failure analysis should be conducted to assess the efficiency of the financial
d)
e)
i) -

ii)

iii)

iv) -
a)



