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 CURRENCY EQUIVALENTS 
 

 Currency Unit - Yuan (Y) 
 
   At TA Approval    At TA Completion  At TA Postevaluation  
Y1.00  = $0.184      $0.115    $0.121 
$1.00  = Y5.43      Y8.68   Y8.29 
 
 
 
 
 ABBREVIATIONS 
 
 
 
   CPD - Comprehensive Planning Department  
   GFS - Government Financial Statistics  
   IMF - International Monetary Fund 
   MOF - Ministry of Finance  
   PRC - People's Republic of China  
   SOE - State-owned Enterprise  
   TOR - Terms of Reference 
   UC - University of California  
 
 
 

 NOTES 
 
  (i) The fiscal year (FY) of the Government ends on 31 December. 
  (ii) In this Report, "$" refers to US dollars. 
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I. BACKGROUND 

 

A. Introduction 

 
1.  The People's Republic of China (PRC) started an ambitious program of economic 
reforms in 1979. As part of this program, the Government decided upon a gradual substitution of 
the role of central planning in the resource allocation process by indirect methods of economic 
management, such as monetary and fiscal policies, incentives, and promotional programs. The 
Government decided to focus on policy-making, preventing market failures, and economic 
management using indirect techniques rather than direct administrative controls. Pursuant to this, 
the Government requested Bank assistance to undertake a program to strengthen skills in the 
Ministry of Finance (MOF) for policy analysis and design in a liberalizing economy. 
 

B. Rationale, Objectives, and Scope 

 
2.  The technical assistance (TA) aimed at strengthening institutional capabilities in 
policy analysis in MOF to support the economic reform program in PRC. The magnitude and speed 
of the transition in the economy of PRC is ambitious, and includes fiscal, monetary, price, State-
owned enterprise (SOE), and financial sector reforms, that have important implications for social 
security obligations prevalent in PRC, as well as the budgetary resources of the various levels of 
Government. 
 
3.  The main objective of the TA was to improve policy analysis capability in MOF and 
related agencies to facilitate a smoother and faster implementation of the reform program. The TA 
had three main components: (i) a critical evaluation of fiscal management and economic reform in 
the PRC undertaken by international experts in coordination with MOF; (ii) overseas study visits to 
introduce senior and middle-level officials of MOF to the complexities of economic management in 
three market-oriented economic systems (India, Japan, and United States of America [USA]); and 
(iii) fellowships for middle-level MOF staff. 
 
4.  In  addition  to  the  original  TA  scope,  consulting  services  were  provided  for (i) 
coordination of the overseas study visits in Canada and the United Kingdom (UK), (ii) a study of 
subprovincial finance in Hebei Province, and (iii) preparation of the TA final report for publication. 
 

II. ASSESSMENT OF IMPLEMENTATION 
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A. Design of the TA 

 

 1. Appropriateness of Concepts and Approaches 

 
5.  The TA concept was sound. A two-pronged strategy was evolved to support the 
transition  to  the  market  economy.  First,  staff  capabilities  were  to  be  strengthened through (i) 
country studies, and (ii) fellowships. Three teams, each comprising three selected middle-level and 
senior staff of MOF were to undertake visits to India, Japan, and USA. These visits were expected 
to familiarize senior and middle-level staff of MOF with indirect methods of economic management, 
including the techniques and instruments of fiscal, monetary, and SOE management, the 
complexities of policymaking and management in a liberalized or liberalizing regime, and the 
efficacy of systems of social security in moderating economic shocks. The fiscal, financial, and 
monetary institutional and policy structures of these countries were to be studied with a view to their 
relevance to PRC's economic reform program including center-province fiscal relationships and 
enterprise organizational structures. Short-term fellowships were to be awarded to three middle-
level staff to institutions of higher learning in other countries to study economics. Second, a team of 
three international consultants, a macroeconomist, a fiscal expert, and a monetary expert, were to 
evaluate critically the ongoing economic reform program of PRC in the areas of fiscal, monetary, 
and SOE management including price liberalization, and prepare a blueprint for an optimal 
configuration of policies and programs in these areas to accelerate the program of economic 
reform.  
 
6.  The innovativeness of the TA lay in its bringing together expertise within the country 
with exposure to appropriate institutions abroad, and recognized international expertise on PRC to 
forge a blueprint for further economic reform. The reports of the country visit teams were to be used 
by the international consultants as an input for their report. Thus, while the reform blueprint was 
important, so was the participatory process of its preparation which coopted important 
stakeholders, i.e., staff from MOF who would be incharge of implementing the reform over a period 
of time. The country visits would help the staff to appreciate better the recommendations of the TA 
consultants and thus enhance their acceptability. 
 
7.  However, TA design was not without its shortcomings. One was that the proposed 
host countries (India, Japan, and USA) were not sounded out regarding their potential acceptance 
of the proposed country visits. As a result, the visits to Japan and USA did not materialize. The 
other was that the number of the fellowships provided to MOF under the TA was small and their 
duration (six months) too short. Because of their short duration a significant development of the 
capabilities of the selected MOF officials could not be expected, especially given their limited 
knowledge of English. It appears that the President's approval ceiling of $600,000 was a 
determining factor in the size of the TA. A larger number of fellowships, some leading to masters' 
degrees in economics, preceded by intensive part-time training in English in Beijing for a period of 
six months or so, would have made for far greater impact and sustainability of TA benefits.  
 

 2. Degree of Recipient Agency Involvement in the TA Design 
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8.  The idea of the TA originated from MOF. Agency involvement was at the level of the 
Chief, Comprehensive Planning Department (CPD).1 The recipient agency had ownership of the 
TA and it was closely involved with processing and implementation: the selection and later the 
substitution of countries for study visits, selection of international consultants, timing and 
sequencing of TA implementation, and the use of TA savings. At the initiative of MOF, the rate of 
per diem payable to MOF officials by the Bank was reduced to be in accordance with PRC rates, 
enabling more cost-effective use of TA funds.  

                                             
1
 One of the 21 departments in MOF, CPD is incharge of research on financial development strategies, policies of financial distribution, and 

financial statistics.  It plans use of funds and participates in reforms on price, salary, housing, and social insurance policies. 
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 3. Quality and Adequacy of Inputs Provided 

 
9.  The quality of international consultants hired for the TA was excellent. The countries 
selected for visits (including the substitutes) were relevant. The institutions selected for fellowships 
were appropriate (see para. 25). The lead consultant handled the arrangements for the training of 
the first three fellows. 
 

 4. Terms of Reference for Consultants 

 
10.  The terms of reference (TOR) for the consultants as well as country visitors were 
clear and concise, as were the TOR for the revised TA scope. There was flexibility in the TA to 
modify/expand the TOR. However, the time-frame for completion of consultant services appears to 
have been inadequate (see para. 13). 
 

B. Engagement of Consultants 

 
11.  Staff identified suitable consultants through widespread consultations. The 
candidate ranked first for the position of team leader could not be engaged due to the terms he 
demanded. However, the shortlist had enough depth to ensure selection of other qualified 
candidates. 
 

C. Organization and Management 

 
12.  The organization and management of the TA by the recipient agency was 
meticulous. Support services were adequate. The Director of CPD in MOF was the counterpart for 
TA execution. CPD adopted a hands-on approach to TA implementation. It acted promptly and 
positively, and suggested appropriate adjustments when necessary. On its part, the Bank was 
flexible and open to the Government's suggestions. 
 

D. Implementation Schedule and Financing Arrangements 

 
13.  The implementation schedule at 12 months was optimistic, given the amount of 
preparatory work required for the country visits and fellowships. No provision seems to have been 
made for the time required for the translation of the consultants' report into Chinese for its review 
within PRC. The fellowships component started 16 months after the commencement of the TA, and 
the three study fellowships originally envisaged were completed some 30 months after TA 
commencement. Technically, the TA was completed on 31 August 1994.1 But within this extended 
period of TA implementation, a pilot study of subprovincial finance was completed, as well as 

                                             
1
 A technical assistance completion report was circulated on 20 September 1994. 
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publication of the consultants' report as a book undertaken. 
 
14.  Cost savings resulting from lower expenses for country visits and fellowships were 
used to expand the scope of the TA for additional country visits and three additional fellowships. A 
study visit was undertaken by a group of MOF officials to Thailand, Malaysia, and Philippines 
during late 1994. The last three fellowships are expected to be completed in January 1997. The TA 
has not been closed as disbursements are still ongoing. Disbursements on 31 October 1996 
amounted to $587,521.00. 
 

E. Supervision 

 
15.  TA supervision was participatory and effective. An inception mission and two review 
missions were fielded. In addition, other Bank missions visiting Beijing discussed TA 
implementation with officials concerned. Bank staff was in close touch with the senior staff of the 
recipient agency regarding TA implementation.  
 

III. EVALUATION OF OUTPUTS AND IMPACT 

 

A. Adequacy and Quality of Services Provided 

 
16.  The three country visits to India, Japan, and USA were to be the first in the series of 
TA inputs. India has a federal structure, a large public sector, and an economy which has evolved 
from a mixed economy with a socialist orientation to a mixed economy with an increasingly free-
market orientation. The size of the country and the stage of development were also pertinent 
factors. The choice of Japan and USA turned out to be abortive. They were substituted by Canada 
and UK, both countries being appropriate choices under the circumstances. A fourth visit to 
Thailand, Malaysia, and Philippines was undertaken from within TA savings resulting from 
substitution of country visits to less expensive countries. 
 
17.  The quality of the reports prepared by the four country study groups is not easy to 
judge because of translation, the quality of which is not uniform. Notwithstanding this, the reports 
show understanding, and, sometimes, perception. The findings of the three reports on Canada, 
India, and UK were consolidated into a single report for potential application in PRC. This 
consolidated report is a useful document. 
 
18.  The consultants' report indicates intimate knowledge of PRC, has rigorous analysis, 
and acceptable recommendations phased into practical steps (see Appendix 1 for the executive 
summary of the report).1 The reform program announced in November 1993 and operationalized 
starting early 1994 in PRC was based in part on the matrix of steps to be taken by the Government 
(see Appendix 2). 
 

                                             
1
 The report has been published under the title "Fiscal Management and Economic Reform in the People's Republic of China" in 1995 by 

the Oxford University Press for the Bank. The executive summary has been reproduced from this book. 
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19.  The reforms in the economy of PRC are on track and appear to have made a major 
impact. Reforms have been attempted in PRC in each area recommended by the Bank's 
consultants: fiscal, monetary, SOEs, and price liberalization (see Appendix 3). Progress in many 
areas has been very good, but in others it has been limited. The MOF is receiving extensive advice 
and input from the International Monetary Fund (IMF) and from the World Bank (both have resident 
missions in Beijing), in matters of macroeconomic management and the Bank's contribution to this 
policy package while important is by no means a determining one. It is not possible to separate out 
the reforms that are exclusively the result of the recommendations of this particular TA. Even less is 
it possible to assess and isolate the effect of such reforms on the economy of PRC. 
 
20.  Savings under the TA were utilized also to finance a small study by the lead 
consultant entitled "Subprovincial Finance in the People's Republic of China: A Pilot Study in Hebei 
Province." The objective was to develop the framework and TOR for a new TA to study 
subprovincial finance in PRC.1 The pilot study developed the structures, methodology, and several 
hypotheses to be tested in the proposed TA. The four different levels of fiscal contracts in the 
province, the distribution of fiscal resources and the mechanisms for redistribution in it, and their 
fiscal gaps were identified for study under the proposed TA. Although classified as a minor change 
of scope, this part of the work was of a preparatory nature. 
 
21.  The consultants' report seems to have been a watershed document for the Bank's 
TA operations in PRC. A number of subsequent Bank TAs were provided to PRC to study the 
issues identified in it. 
 

B. Training and Transfer of Technology 

 

 1. Study Visits 

 
22.  A total of 17 MOF staff were sent for the study visits that lasted about a month each, 
to the following countries: (i) three to India; (ii) five to Canada; (iii) four to the United Kingdom; and 
(iv) five to Thailand, Malaysia, and Philippines. The participants comprised college degree holding 
middle-management staff most closely connected with the economic reform process and regarded 
as high potential performers. Upon completion of the study visits, nine participants completed the 
required papers or reports, mostly on the fiscal policies, financial and economic policies, and on 
budgetary systems of the countries visited. 
 
23.  Since their return, 10 of the 17 participants have produced and published reports on 
financial policy and systems, and fiscal reforms including tax system reforms, subprovincial fiscal 
relationships, and fiscal transfer systems applying their experience to the PRC. Six have been 
involved in other economic reform programs, and in preparing and implementing the Eighth Five-
Year Fiscal Plan, the Ninth Five-Year Fiscal Plan, as well as the 1994 new fiscal reforms.  
 
24.  After the study visits, ten of the participants have been either promoted, assigned 

                                             
1
 TA No. 2118-PRC:  Technical Assistance to People's Republic of China for Study of Subprovincial Fiscal Relations, for $500,000, 

approved on 28 June 1994. The TA report has been finalized.  
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higher responsibilities, or have moved to other influential positions.  
 

 2. Fellowships 

 
25.  Six participants qualified from universities in PRC attended short courses in the 
USA. Of these, two went to the University of California (UC) Sta. Cruz campus and one to the UC 
Davis campus. Three went to the University of Washington in Seattle. The participants took 
courses in development economics and macroeconomics and English. The fellowships were for a 
period too short to acquire significant education or applicable skills.  
 
 
 
26.  All three returning participants completed the required papers or reports. The topics 
were (i) theory and practice of intergovernmental grants, (ii) theory and practice of fiscal federalism, 
and (iii) level and structure of government revenue. Since their return, they are contributing to 
research in economic and financial reform on PRC. One of them has been involved in the 
coordination of monetary and fiscal policies in PRC, while another who was also on a study visit 
was involved in the implementation of Bank TA No. 2118. 
 
27.  All three participants who have returned have been assigned higher responsibilities 
and moved in late 1996 to other positions outside the MOF, two as deputy mayors of counties and 
one as secretary to the vice-chairman of a standing committee in Congress, while retaining their 
liaison with MOF. They will be able to contribute to subprovincial finances and to the enactment of 
economic reforms respectively from their new positions. 
 

C. Institution Building 

 
28.  The study visits familiarized the operational staff of CPD with the methods of 
macroeconomic management in large, important, and relevant countries. The size of the 
economies of these countries, the stage of their development, the level of the ownership of 
enterprises in each of them, the level and type of social security provisions in each, and the nature 
of the center-provincial fiscal relations in each varied depending on the nature of the constitutional 
arrangements- unitary or federal. This presented a range of policy frameworks, options, and 
combinations to choose from and opened new avenues of thought, policy mechanisms, and 
possible solutions for the MOF staff. Since the fellowships were provided to staff who had obtained 
higher education in PRC, they exposed them to a different kind and level of university education. 
Upon return, most of the country study and fellowship participants have been active in applied 
economic research relating to economic reform in PRC, and several have been closely involved 
with some aspect of the continuing reform program in PRC. Many have also made swift career 
progression. 
 
29.  The fact the country visits were available to relatively senior level of MOF staff was 
a help in enhancing the acceptability of the country visit reports and what in the context of PRC 
were relatively new and innovative tools of economic management. However, the training under the 
fellowships lacked depth due to the six-month duration of the fellowships and the lack of 
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preparation in the English language prior to departure. The consultants' TA report has become a 
source document within MOF as it explains the logic of the economic reforms in PRC. 
 

D. Performance of Consultants 

 
30.  The team of three international consultants performed to the satisfaction of all 
concerned. Their knowledge of the Chinese economy, of the language, and to some extent of the 
Chinese culture gave them a headstart. They were able to communicate effectively, generate 
cooperation, and carry with them the staff they interacted with. Their client management was good 
and their credibility was excellent. They were able to respond to the concerns of the MOF staff and 
meet the requirements of the Bank. The domestic consultants hired to assist with the arrangements 
for the trip to Canada and to UK also performed satisfactorily. 
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IV. CONCLUSIONS AND RECOMMENDATIONS 

 

A. Key Issues 

 
31.  There  are  two  issues  in this  Technical  Assistance  Performance  Audit  Report: 
(i) visits of officials of one Bank member country to another member country should, where 
necessary, be cleared with the authorities in the proposed host country before the inclusion of host 
country in the TA report; and (ii) the limited utility of short-term fellowships provided, apparently a 
result of the predetermined ceiling of $600,000 for the TA. More fellowships, and some for periods 
up to 13 months enabling recipients to obtain master's degrees, all preceded by intensive language 
training in Beijing prior to departure, would have been more meaningful. 
 

B. Overall Assessment 

 
32.  The TA is rated as generally successful. It achieved the main objective it set out to 
achieve, i.e., improving policy analysis capability in MOF to facilitate a smoother and faster 
implementation of the reform program. The three components of TA scope were completed, albeit 
with some modifications. The international consultants' report was accepted, adopted, and acted 
upon in conjunction with other advice. Country visits provided the participants the exposure 
intended though they were not to the countries originally envisaged, and resulted in the production 
of acceptable reports. More visits were undertaken than originally planned. Six fellowships were 
utilized against the three provided for. It is difficult to judge the benefit from fellowships because of 
their short duration. However, all the returning participants have been involved in economic and 
financial reform activities, and now have higher responsibilities. 
 

C. Lessons Learned 

 
33.  There are several positive lessons to be learned from the TA. High levels of TA 
ownership by the Government and the recipient agency, appropriate level of effective clients 
and counterparts, hands-on TA management, intensive supervision, and good TA consultants 
are likely to make for high success levels in attaining TA objectives. On the negative side, there 
are three lessons to be learned. First, six-month fellowships are short-term solutions to 
institution building, which is a slow and time-consuming process, and have limited utility. 
Second, TAs must provide appropriate levels of financing for the inputs required. Matching TA 
inputs and outputs to a predetermined figure does not make for optimal results. Third, where 
warranted, visits by officials of one country to another must be included in TAs only after 
sounding out appropriate agencies/representatives of the host country. 
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D. Follow-up Actions and Recommendations 

 
34.  There is no significant follow-up action required of the TA. The English versions of 
papers/reports to be produced by the three fellowship participants in the University of Washington 
at Seattle should be obtained for review and assessment after their return to PRC. 
 
35.  It is recommended that the several TAs generated as a result of this TA be 
postevaluated as a group on their completion, when action on the medium-term reforms 
recommended by this TA could also be evaluated, as a reevaluation of a part of this TA. 


