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The 2006 OECD
Investment
Policy Review of
Chinais a
follow-up to the
2003 IPR.
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Project timeline

——

Changchun launch conference, February 2005.

)

——

North East China research mission, April 2005.

——

Seminar at 9" CIFIT in Xiamen, September 2005.

)

——

Beijing multi-stakeholder dialogue, December 2005.

)

Publication of 2006 Investment Policy Review of China. |
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Focus on North-East China
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What is in the book DS
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China can benefit from more open policies on M&A
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® Cross-border M&A is the predominant form of global FDI flow - S

® Cross-border M&A is a small, though growing, proportion of China’s FDI

inflows

@ North-East China has a high concentration of SOEs needing restructuring and

upgrading

® Cross-border M&A can play a greater role in the economic development of

the North—East and the rest of China, alongside other forms of FDI
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OQECD Investment Policy Review

What is in the book

China

Progress and Reform Challenges

The 2003 Investment Policy Review of China and subsequent
further opening to FDI in China

OECD 2003 Investment Policy Review of China: Progress and Reform Challenges
® Recommended policy options to attract more and better FDI to China

e Called for a more open and transparent rules-based investment environment,

including:
— Further relaxation of remaining foreign ownership restrictions
— Streamlining of foreign investment approval procedures
— Better protection of intellectual property rights and stronger rule of law
— Stronger rule of law
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What is in the book

Remaining obstacles to cross-border M&A in China

e Fragmentary, over-complex and incomplete regulatory gt s
framework Problems Puced by Investorsin Pussuing
® Unclear specification of “strategic sectors” E_ffm;w:j

Foreign ownership restrictions persist and are not transparent

Cross-border M&A procedures are cumbersome and time-
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@ Lack of transparency and disclosure in domestic enterprises

Lack of openness of China’s capital markets

® No competition framework
oECD (@ OCDE



What is in the book

Open policies towards M&A can benefit domestic as
well as foreign investors

e Domestic enterprises often seek merger or acquisition with a foreign
partner

® Cross-border M&A can bring new technology, management techniques
and markets

@ Institutional obstacles can harm domestic just as much as foreign-
invested enterprises
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What is in the book

Recommended policy responses

e Further relaxation of foreign ownership restrictions

® Increased regulatory transparency

o o i
CREE Tumascruer Policy Ramiews - China
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Chapter 6

Recommended Policy Responses

The Chinsse autharities are fwited to consider a mimber of policy
Tesponzes to the challenges outiined in the previous chapeer.
Forgign cumership restricions could be relaxed By priming and/or
meplacing the catalogues for guidance of foreim mvestment projscts.
Greater regulatory transparency could be achieved by further
streamlining the cross-barder mergers and acguisitions (MEAS)
approval process, maintaiming a consistent list of restrictions, and by
defiing and explaining the term “strategic industriss”.

A sound competition law, conforming to recognised international
best practices in merger review, would contribute materially to
transparency and faimess for the business commurity, inchuding
beth forsign imvestors and domestic market participants.

China is encouraged to continue its dialogue with the OECD an
corporate governance and to comsider establishing models of good
coTpoTate gavemance practice Widst adoption of intemationally -
recognised accountng standords and assed-valwation metheds by
Chinesz enterprises would also be welcomed.

The reform af the share cwnership structure of limited companies
and the decigion to permit foreign Fwestors to purchase previowusly
maom-tradoble and A shares comstituts o major step forward in
apening China's capital markets to foreign participation. The
Chinese authorites are encouraged to comsider relaxing remaining
Testrictons an such participaton.

The Chiness govemment may wish o cmsider mying ot thess poficy
options i a pilot project in North-East Ching before implementing
them on o naticnal scale.
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® Adopting internationally standard and transparent merger notification procedures

@ Further increasing corporate transparency

e Fully opening capital markets to foreign investor participation
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Thank you

Email: kenneth.davies@oecd.org

Friendly URL: www.oecd.org/daf/investment
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