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OECD-CHINA CO-OPERATION: THE FIRST TEN YEARS 

Below is a brief summary of the co-operation between China and the OECD which has 
taken place since OECD Council’s decision of October 1995 to establish a country 
programme of dialogue and co-operation with China.  Step by step, the co-operation has 
broadened and deepened as mutual trust and confidence built up.  The relation has 
strengthened even more steadily over the last five years, as the OECD has come to be seen 
a natural partner of China’s reform minded policy makers on the road towards building a 
modern market based economy more closely integrated in the global economic system.  This 
was recently acknowledged, as well as the concrete contribution made to the reform process 
in China, in a joint statement by Mr. BO Xilai, Minister of Commerce of China and the OECD 
Secretary-General (attached as Annex 1).  The statement also included China’s clear 
intention to intensify its co-operation in the future while ensuring that it continues to focus on 
priority issues of mutual interest.  China’s Ministry of Commerce is in charge of co-ordinating 
the co-operation with OECD on the Chinese side. 

Introduction 

OECD’s relations with China result from a Ministerial mandate in 1994 and 1995, asking 
the Secretariat to explore opportunities for mutually beneficial co-operation and to develop its 
knowledge and understanding about China, and from interest expressed by Chinese 
authorities.  The relationship with China has therefore been based on the twin principles of 
peer level and mutual benefit.  One consequence is that the cost of the co-operation has 
always been shared.  The usual typical format of the activities has been that of meetings of 
Chinese officials with OECD Member officials and Secretariat experts, on topics mutually 
agreed and jointly prepared by analytical studies.  The dialogue takes place at central 
government level and access to provincial governments has been possible in this framework.  
Local officials participate in the activities and case studies of particular provinces are 
included. 

In total activities now encompass 19 policy areas.  No policy area seems to be out of 
reach of the co-operation.  This result was achieved with small resources.  While in 2005, the 
China programme received 15 per cent of all funds devoted by OECD to activities with 
non-members, the regular share throughout 1995-2005 was rather 10 per cent and many 
activities described hereafter have been successfully undertaken with very modest budgets.  
A lot of the outputs have come from the enthusiasm of staff on both sides.  The OECD 
Secretariat has attempted several times to focus the co-operation, for instance by selecting 
“unifying themes”.  This has not prevented the co-operation to spread to many new areas 
where mutual benefit was identified.  One reason for this is that few other international 
forums offer the same environment for policy dialogue as OECD does, with its 
experience-sharing and peer review processes. 

However broad it appears to be after ten years, co-operation has also deepened to 
varying degrees, although it is fair to say that only in a few areas, has OECD’s co-operation 
with China reached a level comparable to the engagement displayed by Member countries 
vis-à-vis each other.  One example perhaps of this is the area of taxation.  In this latter area, 
after many years of co-operation (featuring inter alia technical seminars with a total 
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participation of more than 2000 Chinese tax officials), China has requested and obtained 
observer status in the OECD committee for fiscal affairs.  China is now not only taking into 
account  OECD guidelines as regards, for instance, transfer pricing issues (such as advance 
pricing agreements) but also helping OECD in its global action by hosting OECD events of 
significance in this sector. 

On the basis of this example it would be possible to conceive a scale of engagement 
with five levels of intensity.  Level one: visit by a Chinese delegation (often on a European 
tour) expressing a request for co-operation on a certain subject; reciprocal visit by one 
Secretariat staff to Beijing, some time after, to clarify to what extent OECD has worked on 
the subject, what can be done, under which modalities.  Level two: after the first meeting, 
regular seminars are being held, on different subjects in the same area or on the same 
subject with different dimensions, alternating between Beijing and Paris, with China taking 
charge of the publication in Chinese; possible high-level conference with the participation of 
a Chinese Minister.  Level three: interest for the relevant OECD committee is expressed; 
interest for policy reviews is also expressed and discussions start on the modalities.  Level 
four: policy reviews are undertaken or decided; observer requests are made and processed.  
Level five: China helps OECD to implement its global mandate by participating in high-level 
negotiations (steel and shipbuilding) or hosting global OECD meetings or joining in OECD 
regional or global initiatives (Anti-corruption Action Plan, Programme for International 
Student Assessment (PISA), money laundering, corporate governance), adding its own 
weight to that of OECD, and underlining by its presence the global significance of OECD’s 
action. 

It is fair to say that although few areas of OECD-China co-operation so far display all five 
levels of engagement, there is a clear trend in this direction: in 2005 alone, three policy 
reviews were conducted (agriculture, macroeconomic policy and budgeting), two were 
launched (environment performance review and national innovation system review), and one 
was requested by China (regulatory policy).  China also underwent an in-depth assessment 
of its legal and institutional anti-corruption policies as a member of the OECD-Asian 
Development Bank Anti-Corruption Initiative for Asia Pacific.  In 2003 the OECD published 
the first Investment Policy Review of China and is now preparing the 2006 Investment Policy 
Review.  Indeed, China has come to recognize the advantage of having a range of policy 
experiences at its disposal when designing policy responses to the formidable challenges of 
its economic transformation, and it also understands that the precondition for this, in the 
OECD context, is to put its own policy experience on the table for scrutiny and discussion by 
OECD Member countries. 

In addition to the deepening of the relationship at sectoral level, there has been a 
deepening of the overall relationship.  In 2005, for the first time, a Chinese Minister 
participated in the annual meeting of the OECD Council at ministerial level.  Early 
September 2005, China took part as an “ad hoc” observer in a meeting of the WP3 of the 
Economic policy committee.  The Ministry of commerce, which is co-ordinating the 
relationship on the Chinese side, has indicated that several requests for observer status in 
various committees were in preparation. 

Reporting on evidence of the impact of co-operation on China’s policies is likely to be 
very arbitrary without deeper study and it depends of course in particular on the policy field 
selected.  In addition to taxation, already quoted, the area of agricultural policy- provides one 
piece of evidence.  The “document n°1” issued by the Chinese leadership in early 2004 set 
out orientations that are very much in line with OECD policy recommendations.  In the area 
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of environment it is clear that China has absorbed OECD experience in the relatively limited 
areas where it could access it.  In statistics the work done by OECD and the National Bureau 
of Statistics (NBS) has produced significant results.  On the corporate governance front, the 
“Code of Corporate Governance for Listed Companies in China” was issued by the China 
Securities Regulatory Commission (CSRC) and the State Economic and Trade Commission 
in January 2002.  This Code is based on the 1999 version of the OECD Principles of 
Corporate Governance.  These are just a few examples.  Reciprocally, the better 
understanding of China allowed for by the continued dialogue and co-operation has 
influenced OECD in many ways.  One concrete example is the development by OECD of 
guidelines for corporate governance of state-owned enterprises, hitherto not a priority subject 
area for OECD. 

More generally, OECD can be said to have gained credit from the fact that China has 
pegged its development hopes on building a market-based economy and that the 
Organisation has responded positively to China’s request for guidance in this area.  The 
practice of democratic debate among equal partners, which is embedded in OECD’s method 
of work, has been valued by Chinese officials. 

Looking ahead it is clear that efforts are beginning to bear fruit, that a lot remains to be 
done, and that the instrument of co-operation created by OECD and China is far from having 
produced all what can be expected from it.  In many areas co-operation is only taking off, 
despite the long and sustained efforts on both sides.  And, as the relationship between 
OECD Member countries and China intensifies “in the field” (OECD countries have more 
than doubled their imports from China as a share of their total imports during the course of 
the 10 years described here), new areas of co-operation are bound to emerge which will 
benefit from the firm base of mutual trust and knowledge established. 

China's increasing level of development has meant that the Government is now facing 
the challenging tasks of formulating policies in areas where it lacks the experience and 
expertise, and where the relevance of the experience of OECD countries is increasingly 
recognised, and valued by Chinese policy makers.  The implication is that as China 
advances to higher levels of development, its need for a stronger relation with the OECD will 
increase as a result of its need for the kind of  policy expertise that the OECD is in a unique 
position to share. 

As a result of these factors, there is an inherent dynamic in the co-operation which, all 
other things being equal, should push China upwards in the scale of the various levels of 
engagement with OECD. 

Economic development 

Cooperation with China started with work on “Reforming State Enterprises” published 
in 2000.  A major step was the study on “China and the World Economy: Domestic Policy 
Challenges”, which reviewed the implications of China’s entry in the WTO.  This study was 
the product of joint work involving most OECD Directorates under the leadership of the 
Economics Department and the co-ordination of the CCNM.  The Chinese counterpart was 
the Development Research Centre, an influential agency in the central government.  The 
study was released in 2002.  A Chinese translation was done and published by Qinghua 
University in 2003. 
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The First Economic Survey of China was discussed at a seminar of the Economic and 
Development Review Committee (EDRC) of the OECD on 3 June, 2005.  The Chinese 
counterpart was the National Development and Reform Commission with whom a 
Memorandum of Understanding was signed.  The Survey was published on 16 September.  
It covers the recent macroeconomic developments and policies and provides a thorough 
analysis of the private business sector and the financial sector, as well as a broad 
assessment of Chinese public finances. 

The survey acknowledges that China has achieved an impressive growth performance 
during the past decades which was the result of stability-oriented macro policies together 
with fundamental structural reforms.  These reforms have transformed the formally centrally 
planned economy more and more into a market based economy, a transformation which is 
not yet completed.  With favourable conditions in the world economy and appropriate 
domestic policies this successful catching-up could continue and by 2010 China will then be 
the fourth largest economic power in terms of the size of GDP measured in current prices 
and exchange rates (after the United States, Japan and Germany) and the largest exporter in 
the world with a share of 10 per cent in world trade.  This economic dynamism has 
significantly increased average living standards in China and has reduced the number of 
people living in absolute poverty.  Nonetheless, average income levels are still relatively low 
and income gaps between richer and poorer regions are on the rise. 

Despite these positive developments the survey identifies a number of policy issues 
which should be addressed to keep the economy on a sustainable growth path. 

In the EDRC meeting both the Chinese delegation and EDRC delegates appreciated the 
survey as a constructive analysis of the Chinese economy and of the reforms that were 
needed.  The Head of the Chinese delegation, from the National Development and Reform 
Commission, said that he found the report very useful domestically and that it was an 
effective way strengthening relations with OECD member countries.  The Chinese delegation 
agreed that a faster pace of reform was needed and that the current economic development 
created a favourable environment for faster reform.  The Chinese delegation mentioned in 
particular the need for reforms of the banking system, opening up of capital markets, 
improving the functioning of the exchange rate market, creating a national labour market, and 
reforming social security.  These were all areas analysed in the report and the Chinese 
delegation did not voice any objections to the OECD recommendations in these areas.  
Among the points debated were the exchange rate policy, China’s reluctance to do further 
privatisation of state-owned enterprises, further de-regulation of the financial sector in line 
with WTO commitments and the challenges of urbanisation.  A number of these issues were 
raised during the discussion of Working Party three of the Economic policy committee, in 
which China took part as an “ad hoc” observer on 15 September. 

A study on China's expenditure policies was also undertaken by the Economics 
department of OECD.  A seminar on the preliminary results of the study with the participation 
of two Chinese experts on the topic took place at OECD in Paris in February 2005.  It will be 
published towards the end of the year 2005 under the title "Challenges for China's Public 
Expenditure Policies - Towards greater equity and effectiveness". 

Public Governance 

After Vice-Minister of Finance LOU Jiwei's visit to the OECD in 1998, co-operation was 
initiated with China on the consolidation of the budget process.  Since then, co-operation 
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also developed in other areas: regulatory tools, how to ensure integrity in the public service, 
the introduction of e-government and the reform of public service units.  In 2003 the OECD 
signed a Memorandum of Understanding with the State Commission Office for Public Sector 
Reform (SCOPSR), agreeing to co-operate on a number of public governance issues.  
Co-operation on budgeting continues: the last meeting of OECD Senior Budget Officials, in 
Paris, devoted one session on 31 May 2005 to a Review of budgeting in China, with a 
Chinese delegation responding to questions, led by two examining countries. 

The OECD finalised a landmark report on “Governance in China”, to which many OECD 
Directorates contributed substantially.  The work has been led by the Public Governance 
Directorate and co-ordinated by CCNM.  The report (published early September) suggests 
that four key issues should be given more attention: 

• multi-level governance and relations across levels of government; 

• regulatory reform; and 

• the accountability of non-core State actors (agencies, regulatory bodies); and public 
expenditure management. 

The main conclusions of the China Governance Report will be presented in China in 
December 2005.  The Development Research Centre of the Chinese State Council (DRC) 
and the OECD have agreed on the framework of a common high level workshop on 
substantial and technical issues drawing on the China Governance Report key findings. 

The OECD proposes to focus co-operation for 2005 and 2006 on follow-up work on the 
first two key issues:  multi-level governance, and a possible review of regulatory reform in 
China. 

China has explicitly requested the OECD to initiate a regulatory reform review before the 
end of 2005, to be completed by the end of 2007.  In the preparation of the project proposal, 
the National Development and Reform Commission of China (NDRC) and the Secretariat 
have agreed on the structure and substantive focus of a review and on an organizational 
framework, which basically follows the well-tested approach of OECD's regulatory reform 
reviews, but pays particular attention to the interest of the Chinese side in frequent 
exchanges between OECD and Chinese experts throughout the project. 

The interest of the Chinese government in Multi-level governance and relations across 
levels of government is twofold: a)  lack of policy coherence as China’s fiscal system is highly 
decentralized and directives are quickly re-interpreted and diluted at each step in the 
administrative hierarchy; b)  marked unbalanced development as many regions lack capacity 
and the local institutional coordination to sustain economic development.  Both factors could 
be a drag on the growth of the economy and undermine political stability.  OECD proposes to 
focus the work on multi-level governance instruments (budget programming, contractual 
relations, incentives mechanisms for horizontal and vertical coordination among levels of 
government) that help increasing the efficiency and the overall coherence of the public policy 
and building capacity at regional and local level. 
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Statistics 

Since 1996 the OECD and the Chinese National Bureau of Statistics (NBS) have been 
successfully co-operating to improve the quality of Chinese statistics.  Reports on the 
OECD-China seminars have been translated and published by China’s National Bureau of 
Statistics, at its own cost, for many years.  The focus of this co-operation has been on 
national accounts.  A report was published in 2000 on “National accounts for China:  sources 
and methods”, describing how China’s GDP and other national account statistics are 
compiled by NBS, using the UN-OECD system of national accounts as reference.  OECD 
involvement in the development of Chinese national accounts continued in 2005.  
Co-operation in statistics with China has also included a number of other fields such as 
short-term economic statistics which includes the development of a Composite leading 
indicator (CLI) for China and the on-going publication of selected economic indicators for the 
China in the OECD monthly Main Economic Indicators. 

In 2005 the OECD published a working paper “The Institutional Arrangements for The 
Production of Statistics” [STD/DOC(2005)1] which provides an overview of recent 
discussions on the quality of Chinese data, and describes and evaluates the institutional 
organization and methods of data compilation in China.  This paper outlines areas for future 
attention and discusses various reform proposals.  A shortened version has been included in 
the Governance report.  Senior staff at the OECD will also take part in discussions between 
Chinese authorities and the World Bank towards the end of 2005 on the reform of the 
statistical system in China.  At the same time there will be bilateral discussions on processes 
and mechanisms for increasing the use of OECD statistics in China by analysts, etc. in 
various government agencies in the country. 

Agriculture 

The OECD’s close co-operation with China dates back to 1996.  Since then six 
policy-oriented workshops were organized jointly with the Chinese Ministry of Agriculture.  A 
Review of agricultural policies in China has now been completed, within the framework of a 
wider project covering country studies of China, Brazil, South Africa and India.  The coverage 
of the study follows the standard approach for country studies in the OECD.  To implement 
this project, the OECD has entered in a consortium agreement with the World Bank and 
FAO.  Australia and Canada were the main providers of financial support for the study on 
China.  The main Chinese partner for the study has been the Development Research Centre 
of the State Council (DRC), but other Chinese institutions have actively participated in all 
meetings related to the preparation of the study and provided substantive comments.  The 
publication will be launched together with its Chinese version in Beijing on 14 November 
2005.  As agreed with the DRC, the launch will include three events: a seminar to present the 
results of the study, a press conference and a seminar to explain Producer Support Estimate 
(PSE) methodology and results to the Chinese public.  During the same mission, discussions 
will be held with the Ministry of Agriculture regarding the planned China workshop on 
agro-environmental policies to be held in Beijing in mid-2006. 

OECD Tractor codes 

China has for many years participated as a member in the “annual meetings of 
representatives of the national designated authorities for the implementation of the OECD 
standard codes for the official testing of agricultural and forestry tractors”.  On 20-25 



 9

September 2005, China hosted the “13th biennial test engineer’s conference” of this OECD 
body, held in Beijing and Luoyang (Henan province). 

Environment 

Over the last ten years the emphasis in China-OECD environmental co-operation has 
been placed on: 

• supporting China’s efforts in harnessing market forces so as to achieve 
environmental objectives in a cost-effective manner, including in the area of water 
management; 

• strengthening the system of environmental information and indicators that underpin 
environmental policy development and implementation; and 

• China’s possible involvement in the OECD scheme for the Mutual Acceptance of 
Data for chemical products.   

The co-operation was formalized through a Memorandum of Understanding with China’s 
State Environment Protection Administration (SEPA) signed in December 2003 which is now 
extended until the end of 2006.   

The first ever Environmental Performance Review of China has been agreed, to be 
published in 2007 and preparatory work has started.  The OECD has participated in the 
China Council for International Co-operation on Environment and Development (CCICED) 
since 2003.  The review and the China Council provide further opportunities to deepen this 
co-operation. 

Trade 

It was not until the country’s 11 December 2001 accession to the World Trade 
Organization that the OECD Trade Directorate began actively working with China.  Two 
visiting experts from the Chinese government have worked on projects for the Trade 
Directorate.  These include a study on China’s tariff regime in 2002 and a study on trade 
restrictiveness indexes in the Chinese banking and telecommunications sectors in 2004.  
The Trade Directorate prepared an overview and comparison of 16 major quantitative studies 
written between 1996 and 2000 that estimated the impact on China’s economy from its 
accession to the WTO as part of the OECD horizontal project on China in the World 
Economy: the Domestic Policy Challenges.  It completed a quantitative study in 2004 on the 
global impact of China’s accession to the WTO with a particular focus on Asia.  The study 
concluded that the major effect of WTO membership for China is to increase its reliability as 
a supplier to world markets and therefore stimulate FDI inflows (diverting some FDI from 
other Asian countries). 

The OECD is working on "China's Trade and Growth: Impact on Selected OECD 
Countries and the Russian Federation".  An interim report examining China’s trade policy 
environment will be discussed at the November 2005 meeting of the Working Party of the 
Trade Committee.  Chinese government officials from the Ministry of Commerce will be 
invited to participate in an ad hoc capacity.  The final report will examine the impact of 
China’s growth and integration into world’s goods and services markets on the following 
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economies: Japan, United States, the European Union, Mexico, Korea, Australia, New 
Zealand and the Russian Federation.  It will quantify:  

• the sectoral output and price effects caused by China's integration into global goods 
and services trade and its economic growth; and 

• the welfare impact on the selected OECD economies and the Russian Federation. 

The final paper will be presented at a workshop in China with government officials in 
early 2006. 

Export credit 

In the field of export credits, contacts have been established with the two major Chinese 
institutions, the EXIM Bank of China and SINOSURE; these two institutions provide 
financing, insurance and guarantees in support of, inter alia, major capital goods and projects 
which increasingly compete with those from OECD member countries.  The Export Credits 
Division will be visiting China to establish further contacts with the aim of encouraging China 
to observe and possibly adhere to the rules for export financing negotiated in the OECD and 
recognized in the WTO Agreement on Subsidies and Countervailing Measures. 

Investment 

In 1999, OECD agreed with China that foreign investment policies should be a major 
focus of the co-operation programme.  The co-operation has since developed extensively 
and is strongly supported by the Investment Committee to promote transparency, openness 
and effective implementation and enforcement of policies towards investment.  The 
Committee on Investment and Multinational Enterprises (CIME) as it was named at the time 
(presently it is Investment Committee) undertook a Review of China’s investment policies.  
The report, “China – Progress and Reform Challenges”, published in 2003, attracted a lot of 
attention from the press and business circles in China and in OECD countries.  It concluded 
that China could attract more and better FDI if it adopted more open investment policies and 
it recommended a number of policy options, including the relaxation of formal restrictions on 
foreign enterprise ownership, the streamlining of investment approval procedures and 
improvements in the institutional framework such as stronger enforcement of intellectual 
property rights, greater transparency in the formulation of legislation and a more effective 
legal system.  The publication included a foreword by Madam MA Xiuhong, the Deputy 
Minister of Commerce in charge of foreign investment, welcoming the recommendations. 

Co-operation with China on investment policies is now moving to a new stage.  It will 
deepen and centre on specific issues.  In 2005 the focus is on policy towards cross-border 
mergers and acquisitions with a view to promoting the more coherent implementation of 
more open policies.  This project was launched at a conference in North-East China, further 
developed at a joint OECD-China seminar at the China International Fair for Investment and 
Trade in Xiamen in September 2005 (the Fair was co-sponsored by the OECD) and will 
culminate in a symposium in Beijing in December 2005.  The results of this work will be 
published in the 2006 OECD Investment Policy Review of China. 

In 2006, in light of China’s “go global” strategy, which has generated a steady increase 
in the country’s outward-oriented FDI, priority will be given to issues relating to corporate 
social responsibility and to international investment agreements, based on the experience of 
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OECD Member countries.  A seminar on government approaches to corporate social 
responsibility, including the OECD Guidelines for Multinational Enterprises, which has been 
requested by the Ministry of Commerce, is planned for the second half of 2006 in Paris.  
These projects will be reported in subsequent Investment Policy reviews of China. 

Anti-Corruption 

Co-operation between the OECD and China in the area of anti-corruption takes place in 
particular in the framework of the ADB/OECD Anti-Corruption Initiative for Asia-Pacific. 

On 19 April 2005, the Government of China formally endorsed the Anti-Corruption Action 
Plan for Asia-Pacific, the Initiative’s key binding instrument, and became the 25th member of 
the Initiative.  Immediately afterwards, China underwent an in-depth assessment of its legal 
and institutional anti-corruption policies.  On 26-30 September 2005, China hosted the 
Initiative’s 7th Steering Group and 5th biennial anti-corruption conference for Asia-Pacific.  
China was represented at a high level at both events.  The conference was opened by 
Mr. HUA Jienmin, State Councillor and Vice Prime Minister of PRC and presided over by 
Mr. HE Yong, Secretary of the Secretariat of the CPC Central Committee and Vice Chairman 
of the CPC Central Commission for Discipline Inspection and Mr. JIA Chunwang, Chief 
Procurator of the Supreme People’s Procuratorate.  Mr. WU Guanzheng, Standing Member 
of the Political Bureau of China’s Communist Party and Secretary of the Central Commission 
for Discipline Inspection received the OECD Deputy Secretary-General Richard Hecklinger 
and heads of delegation at a side-meeting to discuss plans for closer co-operation. 

The co-operation between the OECD and China in anti-corruption matters is now bound 
to deepen considerably.  In particular, China will undergo an in-depth assessment of its legal 
and institutional anti-corruption policies and practices and participate in the Initiative’s 
anti-corruption reform and evaluation mechanisms and capacity building programmes. 

Corporate Governance 

China has actively taken part in OECD’s work on corporate governance by participating 
in: 

• the Asian Roundtable on Corporate Governance (since its inception in 1999); 

• the Forum on Asian Insolvency Reform (since 2001), with the next meeting planned 
in Beijing in November 2005;  

• participation in OECD consultations in 2003 and 2004 on the development of the 
revised OECD Principles of Corporate Governance and new Guidelines on 
Corporate Governance of State-Owned Enterprises; and 

• special  policy dialogue meetings on corporate governance developments in China 
(2000, 2004, 2005), most recently focusing on governance of state-owned 
enterprises. 

China has recently signalled a growing interest in strengthening corporate governance.  
In a speech delivered in March 2005, Prime Minister WEN Jiabao proclaimed 2005 as the 
“year of nut-cracking reform” in corporate governance, both in state owned enterprises and 
publicly traded companies.  The OECD has developed strong relations with the Chinese 
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Securities Regulatory Commission (CSRC), the State Assets Supervision and Administration 
Commission, the Enterprise Research Institute (ERI) of the Development Research Centre of 
the State Council (DRC), the Shanghai Stock Exchange as well as several universities.  This 
co-operation has included the secondment of Chinese officials from CSRC and ERI/DRC to 
DAF’s Corporate Affairs Division.  The Chinese authorities are in the process of translating 
both the 2004 OECD Principles on Corporate Governance and the 2005 OECD Guidelines 
on corporate Governance of State-Owned Enterprises. 

Competition 

Since the mid 1990s, OECD has been working closely with the Chinese authorities as 
they stepped up their efforts at developing a modern competition law for China.  In addition, 
OECD co-operation with the Development Research Centre of the State Council (DRC) has 
helped advance the debate at vice minister and ministerial level on competition in 
infrastructure sectors.  A report on “Railway reform in China:  promoting competition” was 
published in Chinese and English in 2002. 

In preparing its new competition law and determining the best institutional structure for 
enforcing the law, the Chinese Ministry of Commerce (MOFCOM) and the State 
Administration for Industry and Commerce (SAIC) have requested OECD support in 
formulating and implementing competition polices.  This work is to be based on a partnership 
with the Asian Development Bank (ADB).  A memorandum of understanding (MOU) on 
ADB/OECD Co-operation for Competition Law and Policy in the People’s Republic of China 
has been signed.  In May 2005, China’s Legislative Affairs office (LAO) requested OECD’s 
detailed comments on the draft anti-monopoly law of the PRC now under consideration.  This 
request followed OECD participation in an LAO seminar on the new draft law.  Comments 
have been provided to the LAO, translated into Chinese by the LAO and circulated to those 
concerned.  A conference was held in Beijing on 27-28 June 2005, jointly sponsored by 
SAIC, Asian Development Bank (ADB) and the OECD.  MOFCOM, ADB and the OECD will 
jointly sponsor a conference in Beijing on the new law in November 2005. 

Finance, Insurance and Private Pensions 

Over the last ten years the emphasis in China-OECD financial co-operation has been 
placed on: 

• supporting China’s efforts in harnessing market forces to achieve efficient financial, 
insurance and private pensions markets and to strengthen regulatory frameworks to 
ensure market integrity, and  

• encouraging a policy dialogue between China and OECD members through several 
conferences and ad hoc invitations in the Committee on Financial Markets and the 
(recently renamed) Committee on Insurance and Private Pensions. 

Co-operation in the financial area between China and OECD is expected to be 
strengthened further in the near future, including through greater involvement of Chinese 
agencies in the work of the relevant Committees and via conferences and expert missions.  
Co-operation will involve Chinese regulatory and supervisory authorities on financial issues, 
other Chinese ministries and agencies and the private sector. 
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Private pensions represent an important field for enhanced co-operation with China.  
With the introduction of a new legal framework for voluntary occupational pension plans in 
China, the OECD is planning a high-level international conference in 2006 on private 
pensions to discuss pension reform in China and to present “good practice” regulatory and 
supervisory mechanisms used in the OECD countries.  The OECD core principles of 
occupational pension regulation, the OECD Recommendation on Pension Fund Governance 
and the OECD Guidelines on pension fund asset management offer the Chinese authorities 
international benchmarks for assessing their regulatory and supervisory regimes. 

A medium-term framework to improve public debt management and the development of 
government securities markets has been agreed with the Chinese Ministry of Finance (MOF).  
Under this framework, and also under the auspices of the Working Party on Public Debt 
Management, two Forums meetings have been concluded in China to date, in June 2004 
and September 2005, respectively.  Following an internal review of the second Forum 
meeting by the Chinese side, the Secretariat intends to be in contact with MOF to discuss 
future steps. 

Taxation 

China and the OECD have developed an extensive co-operative programme reinforced 
by the establishment of the Co-operation Programme on Taxation, signed in 1997 by the 
Deputy Commissioner of the State Administration for Taxation (SAT) and the OECD 
Secretary General and extended at three year intervals.  The OECD Centre for Tax Policy 
and Administration has held 85 events under this programme and dialogue currently takes 
place at the Yangzhou Tax Institute and in Beijing.  In May 2004 China became a full 
observer in the Committee for Fiscal Affairs and has participated fully in Working Party 
meetings, thus broadening and deepening the dialogue. 

Building on past success, the programme of co-operation on taxation between China 
and the OECD aims to: 

• promote a closer association of China with OECD standards and guidelines through 
assistance in legislative development as well as policy dialogue (with particular 
reference to taxation of business profits; tax treaty networks; exchange of 
information; combating against tax evasion and avoidance);  

• help China develop the structures and operations of its tax administration; and 

• engage China in a wider dialogue on issues of common interest to China, other 
non-OECD economies, in particular in Asia, and OECD countries. 

Science, Technology and Industry 

The OECD co-operates with China in a wide and expanding range of policy issues, 
including scientific and technological policies, science and technology indicators, information 
and telecommunication industry policy, biotechnology policy, and sectoral issues, including 
steel, shipbuilding and maritime transport.  China’s first observer status in the Committee for 
Scientific and Technological Policy in December 2001 marked a milestone in OECD-China 
co-operation.  In addition, following China’s participation in the First OECD Ministerial 
Conference on SMEs held in Bologna, Italy in June 2000, China was invited to participate in 
the OECD Bologna Process. 
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China has participated very actively and constructively in on-going multilateral 
negotiations, organized within the OECD, aiming to establish normal competitive conditions 
in the world shipbuilding and steel industries through legally binding anti-subsidy 
agreements. 

A review of Chinese National Innovation System (NIS), which was formally requested by 
the Ministry of Science and Technology (MOST), representing China as an Observer in the 
Committee for Scientific and Technological Policy (CSTP), was approved by the CSTP in 
March 2005. 

The design of the Review consists of four interrelated, yet stand alone, modules, namely 
(1 an international comparison of NIS indicator systems in China and in selected OECD 
countries; (2 policy and institutional analysis of the Chinese NIS, (3 Globalisation of R&D and 
implications for the design of China’s innovation system; and (4 Supply, demand and mobility 
of Chinese human resource for S&T (HRST).  The design of the Review reflects a mutual 
interest from China and OECD Member countries in obtaining a better understanding of the 
issues addressed under the four modules. 

Under the Secretariat and MOST joint steering responsibility, the Review will be carried 
out by the OECD Secretariat staffs and experts from several member countries, including 
Australia, France, Finland, Japan, Korea, Norway, The Netherlands, and the United States, 
in collaboration with a Chinese project team. 

In addition to the Review Report to be produced at the end of the project, the main 
outputs of the Review will include also an international workshop on science and technology 
statistics and indicators, an international business forum on globalisation of R&D, and a final 
conference to present and disseminate the findings of the Review. 

The implementation of the Review will take approximately two years until the end of the 
first quarter in 2007.  The Review is co-funded by voluntary contributions, in cash and 
in-kind, from Member countries and MOST. 

Employment, Labour and Social Affairs 

The principal issues of labour market and social policy were reviewed in the study China 
in the world Economy (2002—Chapter 16).  The recent report Governance in China 
(2005-Chapter 11) probed further into the development of employment services, labour 
inspection and social insurance.  As a topical issue, the latter study considered the prospects 
of integration between urban and rural labour markets and policies to extend formal 
employment institutions to a gradually bigger part of the urban and rural labour force.  A 
conference about income gaps led to the publication on Income Disparities in China - An 
OECD Perspective (2004).  It is proposed to seek continued dialogue with China as part of 
the OECD programme of work with non-members for 2005-2006. 

Education 

China has been co-operating with the OECD in the area of education since 1999.  In the 
context of a rapidly increasing participation rate in tertiary education, the OECD was invited 
to undertake a study of the First Years of Tertiary Education within the framework of the 
thematic review carried out with 12 member countries.  This was followed up with a review of 
Financing and Quality Insurance in Higher Education in 2002. 
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China and the OECD agreed to continue the co-operation with a focus on strengthening 
higher education institutions, quality insurance,  and the financing of the expansion of tertiary 
education, including: 

• the role of government in regulating and governing higher educational institutions 
(HEIs); 

• the role and functions of intermediary organs in strengthening the quality and 
 performance of HEIs, and 

• micro-governance within HEIs (the functioning of the board of directors). 

Starting in 2005, this will involve launching longer term research collaboration between 
Chinese, Swiss and other OECD area universities. 

In addition, China is one of the five non member economies participating in the Thematic 
Review of Tertiary Education which will be published in 2007. 

Development co-operation 

Cursory contacts with China existed already prior to 1996 in the area of development 
co-operation.  After a long-standing outreach unit in DCD was suppressed, the DCD/DAC 
resumed co-operation with non-DAC donors in 2004.  Although at the very early stages, the 
building of strong relations with China, an increasingly active donor, has been one of the 
main outreach priorities of the DCD/DAC. 

The Forum on Partnership for More Effective Development Co-operation in 
February 2005, in which China participated actively, was a first step in the build-up of a 
structured and sustained dialogue with non-DAC partners.  The areas identified at the 
Forum, where co-operation is intended to be increasingly pursued, include: 

• sharing of information on development co-operation policies and practices, and on 
disbursements of official development assistance (ODA); 

• closer engagement in the Aid Effectiveness agenda; and 

• possibilities for triangular co-operation. 

In September 2005, China was represented at the ‘Structured Briefing for Aid 
Managers’.  This new activity combined briefing of non-DAC donors on priority work of the 
DAC with open exchanges on specific challenges and frameworks in which these donors 
operate.  The meeting yielded indications for possible further areas for co-operation and 
dialogue with China in its capacity as an emerging donor, such as aid management and 
public support for development co-operation. 

On the forthcoming DAC Peer Review of the United Kingdom, China will participate as 
an observer. 
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Development 

The Development Centre’s relationship with China since the mid 1990s has deepened 
and broadened.  Work on and with China continues and the Chinese authorities continue to 
take a close interest in the Centre’s work.  A good relationship has been built up with the 
Chinese media, especially with the Xinhua news agency, an important source of news both 
for China and for many developing countries. 

Building on contacts with government and research institutes, the Centre has held 
several meetings in China on subjects such as the conversion of military industries, 
economic reform or the country’s participation in the global economy.  Such meetings have 
always been organised in partnership with a local institution.  Meanwhile, a number of 
studies on or relating to China have been included in the Development Centre’s work 
programmes.  An early study (1997) looked at China’s influence on world markets, while later 
work concentrated on the reverse relationship; in the current work cycle the Centre is again 
studying the impact of China on global trade.  The landmark publication Chinese Economic 
Performance in the Long Run appeared in 1998 and is still a major and much-quoted 
reference inside and outside China.  A very recent study “Impact of Changes in Social 
Institutions on Income Inequality in China” (2005) returns to the theme of transition by 
examining the effect of social-security reform on income distribution.  In the framework of its 
current work on assessing the means by which decentralisation in developing countries can 
be made more pro-poor, the Centre is analysing empirically the impact of health sector 
decentralization on its performance and overall health outcomes; particular attention is being 
paid to assessing impacts on regional inequalities and framing policy measures to prevent 
further exacerbation. 

Financial Action task force 

The Financial Action Task Force (FATF) welcomed China as an observer at its Plenary 
meeting in Paris from 9 to 11 February 2005.  China was invited to become an 
FATF observer following the commitment made by the Chinese authorities to implement the 
FATF 40 + 9 Recommendations, to undergo a mutual evaluation and to play an active role in 
the fight against money laundering and terrorism financing both regionally and worldwide.  
China will be eligible for FATF membership after the completion of a successful mutual 
evaluation of its anti-money laundering and counter-terrorist financing system.  The date for 
China’s mutual evaluation has not yet been set.  China is already a full member of the 
Eurasian Group (EAG), a FATF-style regional body that was created in October 2004.  Since 
becoming an FATF observer, China has also participated in the FATF Plenary held in 
Singapore from 8 to 10 June 2005, and will be participating in the upcoming FATF Plenary in 
Paris from 12 to 14 October 2005. 
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ANNEX 1 

Joint China-OECD Statement 

Mr BO Xilai, Minister of Commerce of the People's Republic of China met with OECD 
Secretary-General Donald Johnston on Wednesday 4 May 2005 at OECD Headquarters in 
Paris.  They expressed satisfaction at the successful results achieved over the decade of 
co-operation between China and the OECD.  Minister BO also attended the trade session of 
the annual OECD Ministerial Council Meeting (MCM), the first time a Minister from China has 
participated. 

Since the OECD Council decided, in October 1995, to launch a programme of dialogue and 
co-operation with China, this has been extended to include a wide range of areas where 
exchanges of policy experience between OECD Member countries and China have been 
mutually beneficial.  China values highly the opportunity to discuss major policy issues and 
challenges in a multilateral context and to learn from the successes and mistakes of OECD 
countries facing similar challenges.  OECD Members have gained a better understanding of 
China as it has become a major actor in the globalised economy. 

Minister BO pointed to the useful contribution that the co-operation with OECD has made to 
the process of economic reform in China.  The dialogue between China and OECD focusing 
on policy issues that are central to sustainable growth and development takes place in a 
spirit of mutual trust.  Areas of joint work have included competition policies, taxation, 
statistics, environment protection, agricultural policies, education policies, foreign direct 
investment policies, financial system reform, insurance and pensions, corporate governance, 
budget management and public governance, science and technology, steel, shipbuilding and 
maritime transport, policies for small and medium-sized enterprises, labour market and social 
issues, trade and macroeconomic analysis.  China participates as an observer in two OECD 
committees: the Committee on Science and Technology Policy and the Committee on Fiscal 
Affairs. 

Reviewing current highlights of OECD work with China, Minister BO and Mr. Johnston noted 
with satisfaction the forthcoming publication of an OECD report on governance in China, and 
the progress of the first-ever OECD economic survey of China and of the first-ever review of 
agricultural policies in China.  They also looked forward to the successful completion of an 
OECD review of China’s environment policies. 

On the basis of this positive experience, and looking to the future, Minister BO confirmed his 
wish to strengthen further China’s relationship with OECD.  China will seek to participate in 
more OECD Committees.  It will also take steps to strengthen further the relation with OECD, 
to ensure that the co-operation continues to focus on priority issues of mutual interest. 

Secretary-General Johnston welcomed Minister BO’s positive assessment of the 
co-operation and his strong support for developing the future relationship between China and 
the OECD.  He noted that the reinforcement of the co-operation with China is also a strategic 
priority of the OECD.  China’s impressive economic performance and rapidly growing 
influence in the world economy makes it a partner of vital importance for the Organisation. 
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ANNEX 2 

Selected OECD Publications on China 

OECD Economic surveys, China (2005) ISBN 9264 011838 

Governance in China (2005) ISBN 926400842X 

OECD review of agricultural policies: China (2005) ISBN 9264012605 

Income disparities in China: an OECD perspective (2004) ISBN 9264017208 

OECD investment policy reviews: China (2003) ISBN 9264101950 

Railway reform in China: promoting competition (2003) ISBN 9264103589 

China in the world economy: the domestic policy challenges (2002) ISBN 9264197079 

National accounts for China: sources and methods (2000) ISBN 926418550X 

Environmental taxes: recent developments in China and OECD countries (1999) 
ISBN 9264170928 

Applying market-based instruments to environmental policies in China and OECD 
countries (1998) ISBN 9264101969 

Chinese economic performance in the long run (1998) ISBN 9264163557 
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For further information on the OECD-China programme:  frederic.langer@oecd.org; 


