
 
 

 

The OECD – Promoting 'better 
policies for better lives' 

SUMMARY  

The Organisation for Economic Cooperation and Development (OECD) is an 
intergovernmental organisation dedicated to promoting public policies which improve 
the economic and social well-being of people around the world. The successor to the 
organisation formed after the Second World War to coordinate the implementation of 
the Marshall Plan in Europe, over the past half century it has extended its membership 
to 34 countries around the world, each of them committed to the principles of 
democratic government and a market economy.  

The OECD is a major source of research and analysis, as well as a platform for the 
exchange of best practice concerning, in particular, 40 of the world's major economies, 
which together represent 80% of global GDP. It provides advice and recommendations 
based on statistics, research and an intensive process of peer review. As a result, the 
OECD is an important actor in encouraging effective government policies in a wide 
range of economic and social fields, including trade, employment, the environment, 
education, pensions, taxation and technology.  

Whilst in the past there were tensions between the OECD and the European 
Community, as both sought to influence economic and social policy in European 
countries, relations have improved as more countries joined the EU, while the OECD 
adopted a more global focus. Representing the European Union within the OECD, the 
European Commission is a 'quasi-member' of the organisation, enjoying nearly all the 
same rights and privileges as those EU Member States which have joined the OECD.  

 

 
OECD Secretary-General, Angel Gurría. 
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Background 

The Organisation for Economic Cooperation and Development (OECD) is an 
intergovernmental organisation dedicated to promoting public policies which improve 
the economic and social well-being of people around the world. Established in 1961, it 
was the successor to the Organisation for European Economic Cooperation (OEEC), set 
up in 1948 to play a central role in the implementation of the Marshall Plan. Over more 
than 50 years, the OECD has extended its membership: it now counts 34 member 
countries (see Table 1 on following page), all committed to the principles of democratic 
government and a market economy. Whilst members are mostly well-off industrialised 
countries, they are found not only in Europe and North America, but also in South 
America, Asia and the Pacific. Twenty OECD members are also EU Member States. 
Representing the European Union within the OECD, the European Commission is a 
'quasi-member' of the organisation, enjoying nearly all the same rights and privileges as 
OECD member countries (see 'Relations with the European Union' below). 

How the OECD works 

The Council is the highest body within the OECD, and adopts work programmes, 
budgets and legal acts. It is composed of a representative of each member country and 
the EU, although the EU representative does not have a vote. It meets regularly at the 
level of ambassador and once a year at ministerial level. The Secretariat, headed by a 
Secretary-General and composed of approximately 2 500 staff members (including 
more than 700 economists, lawyers and scientists), supports the work of the 
organisation with research, analysis and proposals. Approximately 250 Committees and 
other working bodies provide a forum for dialogue, discussion and debate among 
members on the different topics of interest to the organisation. 

The OECD's 2014 budget is €357 
million. All member countries 
make mandatory contributions 
following a formula based partly 
on an equal proportion of costs, 
and partly on the relative size of 
their economies. These statutory 
'Part I' contributions (see table 
on following page) account for 
about half of the organisation's 
total budget. The rest is made up 
of voluntary contributions which 
may support programmes that 
are of interest to only some 
members, or are in fields outside 
the normal OECD policy areas. 
Although not a member, the EU makes a substantial voluntary contribution to the 
budget of the organisation. 

The OECD takes decisions by consensus, but this practice has been criticised as slowing 
progress, particularly on urgent topics. (Some decisions, mainly of an administrative 
nature, can be taken by qualified majority vote.) If a member country feels it cannot 
support a resolution, it may abstain, in which case the resolution does not apply to that 
state. The OECD has various legal instruments, of which decisions and 

Figure 1 

 

Source: OECD website, 2014. 
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recommendations are the most important. Decisions are formally binding on the 
member countries who have signed the decision, although they have some discretion 
about how and when they implement the decision. Recommendations, which are more 
common, are not legally binding but member countries which do not abstain are 
expected to do their best to implement them. To date, the fields with the most 
decisions and recommendations are environment (44), 
chemicals (22), fiscal affairs (19), digital economy policy 
(16), consumer policy (14), competition (12), and 
scientific and technological policy (12). 

However the OECD's mission is not restricted to these 
'soft law' instruments, but rather focuses on developing 
consensus about effective public policies. The OECD 
way of working is a multi-stage process that begins with 
data collection and analysis, and moves onto collective 
discussion, decision-making and implementation.1 The 
'Economic Survey', which analyses the economy of 
different countries, and is one of the OECD's best-
known products, can serve as an example of this 
method. For an Economic Survey, OECD staff collect 
economic and policy data from the country under 
review, and undertake a preliminary analysis which is 
then refined on the basis of discussions with national 
officials. The final draft report is shared with represent-
atives of all member countries and the European 
Commission, and the report is put on the agenda of the 
Economic and Development Review Committee. In this 
Committee, the national delegation may highlight any 
points in the survey with which they disagree and 
defend their policy decisions. Initially Committee 
members from two member countries who have been 
nominated to lead the peer review, and subsequently 
all members, are given the opportunity to question the 
national team. Committee discussions are private to 
encourage a frank exchange of views. The report is 
then revised to take into account these discussions, and 
a final draft is approved by the Committee and 
published. The recommendations are then, in principle, 
taken into account by the country before the next 
Economic Survey (normally about two years later); 
however there is no sanction procedure other than 
peer pressure, and the opportunity for politicians and 
media in the country under review to highlight any 
discrepancies. 

A simple description of this method may understate the benefits of this peer-review-
driven method. In Committees and working groups,2 OECD secretariat staff and senior 
officials of member governments (in some cases along with representatives from non-
member countries and civil society) work together sharing data, exchanging views, and 
reviewing policies and performance. These regular meetings and discussions create 

Table 1 -Member countries 

Member country Year of 
accession 

Mandatory 
contribution,   
Part I budget 

2014, %  

United States 1961 21.20 

Japan 1964 12.86 

Germany 1961 7.61 

France  1961 5.73 

UK 1961 5.24 

Italy 1962 4.51 

Canada 1961 3.89 

Spain 1961 3.26 

Australia 1971 3.07 

South Korea 1996 2.63 

Mexico 1994 2.63 

Netherlands 1961 2.12 

Switzerland 1961 1.92 

Turkey 1961 1.64 

Belgium 1961 1.52 

Norway 1961 1.50 

Sweden 1961 1.50 

Chile 2010 1.43 

Estonia 2010 1.43 

Israel 2010 1.43 

Slovenia 2010 1.43 

Poland 1996 1.38 

Austria 1961 1.31 

Denmark 1961 1.17 

Greece 1961 1.05 

Finland 1969 1.02 

Portugal 1961 0.94 

Czech Rep. 1995 0.89 

Ireland 1961 0.87 

New Zealand 1973 0.82 

Hungary 1996 0.74 

Slovak Rep. 2000 0.51 

Luxembourg 1961 0.42 

Iceland 1961 0.33 

Total  100 

Source: OECD website, 2014. 

http://www.oecd.org/about/budget/member-countries-budget-contributions.htm
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professional and personal links between the participants, who in effect form 
transnational networks of expertise in a particular area. OECD experts benefit from the 
practical experience of policy-makers in different countries; national representatives 
take new policy ideas and best practices back with them to their country, where they 
may use this new knowledge to argue for more effective policies at home. 

In addition to its Committees and working groups, the OECD also hosts a number of 
special or semi-autonomous bodies, including the Development Centre, which brings 
together stakeholders in the international development process to discuss current 
issues; the International Energy Agency (IEA), which coordinates policies and provides 
statistics and forecasts for improving energy security, supplies and usage throughout 
the world; and the Partnership for Democratic Governance Advisory Unit.  

Outreach beyond member countries 

Non-member countries 
Over time, the OECD has strengthened relations with non-member countries, which 
may be accorded the status of invitees, participants or associates in the work of various 
Committees and main bodies, with varying rights and obligations. In an increasingly 
interlinked world economy, it is impossible to consider global trends without 
considering the larger emerging economies. Russia was in negotiations to become an 
OECD member up until March 2014. Activities related to its accession process were 
postponed then; at the same time, an agreement was reached to strengthen OECD-
Ukraine cooperation. The OECD has also extended an 'enhanced engagement 
programme' to the other major emerging economies – Brazil, India, China, Indonesia 
and South Africa – who are known as 'key partners'. In total, the OECD has working 
relationships with more than 100 non-member economies. It has also established 10 
Global Forums for the discussion of transnational issues that depend on and affect non-
member states. 

In 2013, the OECD Council approved the opening of accession negotiations with Latvia 
as well as Colombia, and agreed to consider opening negotiations with Lithuania and 
Costa Rica in 2015. 

Civil society  
While the OECD has traditionally maintained close contacts with social partners through 
the Business and Industry Advisory Committee (BIAC) and the Trade Union Advisory 
Committee (TUAC), in recent years it has extended its outreach to other civil society 
stakeholders. This was in part in reaction to events in the late 1990s, when political 
support for the OECD-developed Multilateral Agreement on Investment (which sought 
to liberalise and govern international investment) was torpedoed by protests from more 
than 600 civil society groups. Since then the OECD has sought to counteract criticism 
that it is detached from society and opaque, by involving civil society organisations, 
particularly non-governmental organisations (NGOs). Representatives of NGOs may 
participate as observers in Committees and working groups, though in practice they do 
so in only a limited number of Committees. The OECD Forum, held in conjunction with 
the OECD's annual ministerial Council meeting, also enables leaders from civil society to 
discuss issues on the ministerial agenda with government representatives and senior 
officials of international organisations. 

http://www.oecd.org/newsroom/statement-by-the-oecd-regarding-the-status-of-the-accession-process-with-russia-and-co-operation-with-ukraine.htm
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Parliamentarians 
The OECD also reaches out to parliamentarians. There have been close relations with 
the NATO Parliamentary Assembly since 1976 (in the past, the OECD was sometimes 
called the economic equivalent of NATO) and with the Parliamentary Assembly of the 
Council of Europe since 1962. The latter holds an annual debate on the activities of the 
OECD in an assembly enlarged with delegations of Members of Parliament (MPs) from 
the national parliaments of non-European OECD member states as well as Members of 
the European Parliament.  

Moreover, in 2011 the OECD created a Global Parliamentary Network of active MPs and 
parliamentary staff from legislative assemblies in member countries (MPs from non-
member countries can participate as associate members). The Network meets on a 
regular basis (recent meetings have been held in France, Mexico, Chile and Sweden). At 
the October 2014 meeting in Paris, topics included the global economic landscape, 
education, employment, trade and taxation. 

Major policy areas 

Economic development 
The OECD reviews economic trends, policies and performance in member and selected 
non-member countries and makes policy recommendations. It publishes regular 
Economic Outlooks and widely-reported Economic Surveys of member and non-
member economies that identify macroeconomic and structural challenges and make 
policy recommendations. The OECD has faced criticism that its projections have 
repeatedly over-estimated growth and that it was overly optimistic in predicting a post-
crisis recovery in the euro area. In addition, its frequent recommendations for structural 
reform have led some to accuse the organisation of free-market fundamentalism. 

Finance and enterprise affairs 
The OECD encourages policies to keep markets open, competitive and sustainable, and 
encourages cooperation to combat market abuses and economic crime. It hosts the 
Financial Action Task Force, which develops policies to tackle money laundering and 
terrorist financing.  

Trade and agriculture 
The OECD conducts research in areas such as sustainable agricultural and fisheries 
policies, multilateral trade liberalisation in goods and services, and non-tariff barriers to 
trade. In trade, the OECD has played an important role by providing a pre-negotiating 
forum ahead of broad multilateral talks; its development and analysis of concepts such 
as 'trade in services' and 'trade in agriculture' has been influential in negotiations on 
trade rules.  

Development cooperation 
The OECD monitors and shares information on official development assistance (ODA), 
evaluates aid effectiveness and advises on development policy issues. Donor countries 
represented on the Development Assistance Committee (DAC) are responsible for over 
90% of ODA worldwide. DAC criticisms of European aid and its own 'Strategy for the 
21st Century' gave impetus to the development of the first EU development strategy, in 
2000. The DAC was also responsible for distilling six International Development Goals 
from a vast range of possible development targets, contributing directly to the process 
that in 2000 led to the Millennium Development Goals.  

http://www.oecd.org/about/membersandpartners/publicaffairs/relationswithparliamentarians.htm
http://www.oecdobserver.org/news/fullstory.php/aid/4344/Getting_the_forecast_wrong.html
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Education 
The OECD analyses policies and best practices, with the aim of improving learning 
outcomes that will contribute to economic growth and social inclusion. Themes include 
early childhood education, higher education, adult learning, equality of opportunity and 
innovation. In education, the OECD is arguably best known for its Programme for 
International Student Assessment (PISA). Although sometimes criticised for its vast 
breadth, the questionable comparability of its results and the arbitrary nature of its 
questions, PISA provides standard rankings of educational outcomes for 15-year-olds in 
some 70 different countries around the world. 

Employment, labour and social affairs 
The OECD's Employment, Labour and Social Affairs Committee oversees work aimed at 
helping countries increase employment, improve productivity and workers' skills, 
modernise social protection and welfare systems (including pension and healthcare 
systems), prevent social exclusion and manage labour migration. The current emphasis 
is on dealing with the weak recovery after the financial and economic crisis, especially in 
terms of improving outcomes for youth, as well as the longer term challenges of 
population ageing and globalisation. 

Taxation 
The Centre for Tax Policy and Administration studies tax policy and administration, and 
promotes international cooperation in taxation. In the view of one commentator,3 tax 
competition emerged as an OECD topic in part because attempts to reach agreement 
within the EU were hampered by different ideologies, national interests and an 
unwillingness to compromise national sovereignty in this sensitive area. In September 
2014, the OECD released its first recommendations for a coordinated international 
effort to combat tax avoidance by multinational corporations under the joint OECD/G20 
project on Base Erosion and Profit Shifting (BEPS). 

Science, technology and innovation 
The OECD helps member countries develop policies related to scientific, technological 
and industrial issues. Themes include globalisation, biotechnology, consumer policy, the 
internet economy and broadband and telecommunications policy. The OECD publishes a 
biannual scoreboard based on 260 indicators to monitor progress in this area in the 
global economy. 

Environment 
The OECD has been active in the field of the environment, where, according to some 
commentators, 'contentiousness and potential grandstanding' in other organisations 
such as the United Nations' Environment Programme (UNEP) have made international 
agreements difficult to reach. The Environment Department helps countries to design 
and implement environment policies in areas such as biodiversity, climate change, 
green transport and the management of water, natural resources and waste. The OECD 
was the source of the guiding principle of 'polluter pays' that underlay declarations at 
the UN Conference on the Human Environment in 1973. 

Statistics 
In support of all OECD programmes, the Statistics Directorate collects social and 
economic statistics, standardises them, and helps to makes them available in various 
publications and electronic formats. The collected and standardised data provide 
valuable information for members to use in comparing national policies and 
performance. 

http://dx.doi.org/10.1787/19963777
http://www.theguardian.com/news/2013/dec/03/pisa-methodology-education-oecd-student-performance
http://www.oecd.org/tax/oecd-releases-first-beps-recommendations-to-g20-for-international-approach-to-combat-tax-avoidance-by-multinationals.htm
http://dx.doi.org/10.1787/20725345
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Relations with the European Union 

Mission and objectives 
According to current OECD Secretary-General Angel Gurría and outgoing European 
Commission President José Manuel Barroso, it is difficult to find two organisations 
closer in their goals and missions than the OECD and the European Union.4 The OECD 
has its roots in Europe and whilst the membership of the two organisations is different 
and their goals are not exactly the same, they both share the aim of contributing to 
prosperity and lasting peace. 

Due to the largely European membership of the OECD and the somewhat overlapping 
roles of economic and policy coordination of both the OECD and the EU, there were 
tensions between the two organisations in the early 1960s. In particular, the creation of 
the European Economic Community (EEC) in 1958, with its closer trade relationship 
among six of the OEEC members and its supranational nature, created alarm among 
members of the OEEC which favoured an intergovernmental approach and were outside 
the EEC. Tensions between France and the UK (not at that time a member of the EEC) 
were a key factor in the paralysis and abandonment of the OEEC.   

However starting in the 1970s, the relationship between the OECD and the EEC 
improved. Changes in French attitudes after the departure of President Charles de 
Gaulle, the economic success of the EEC and the accession of the UK and other 
European Free Trade Association countries to the EEC all helped. In addition, the 
extension of OECD membership to countries in parts of the world beyond Europe and 
North America, the OECD's increased global focus and the growing reliance of high-level 
intergovernmental bodies, like the G7, on the OECD as a means of supporting and 
following up on their decisions has tended to reduce overlap and competition between 
the two organisations. 

Membership status 
The status of the EU within the OECD is unique. In 1961, the OECD rejected a proposal 
of full membership for the European Commission because it was believed that this 
would complicate intergovernmental relationships, setting a precedent for other 
international organisations to request full membership and encouraging the expression 
of views from the Commission that were counter to those of the large European states. 
Non-European states (initially the United States and Canada, later joined by Japan, 
Australia, New Zealand and others) were also wary of giving Europe too much weight 
within the organisation. 

Instead, the European Union is considered to be a 'quasi-member' of the OECD. A 
supplementary protocol to the OECD Convention of 1960 states that the representation 
of the European Communities in the OECD is determined on the basis of the 
Communities' Treaties, and that the Commissions/High Authority of the three 
Communities (prior to the 1965 Merger Treaty which created a single Commission) shall 
take part in the work of the OECD. (The Treaty of Rome entitled the European 
Commission to establish permanent delegations to international organisations; with the 
entry into force of the Lisbon Treaty, the permanent delegation of the European Union 
to the OECD and Unesco now falls under the aegis of the European External Action 
Service, although EU representatives in specific meetings will often be Commission 
officials.) The EU has a seat in the OECD Council, and its representatives can speak at 
any point and can participate fully in the drafting of acts and other documents, including 
making proposals and suggesting changes. EU representatives act as chair, co-chair or 

http://www.oecd.org/general/supplementaryprotocolno1totheconventionontheoecd.htm
http://www.oecd.org/general/supplementaryprotocolno1totheconventionontheoecd.htm
http://www.eeas.europa.eu/delegations/oecd_unesco/index_en.htm
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vice chair of a number of Committees and participate in almost all committees or 
working parties. However unlike members, the EU does not vote in Council on the 
adoption of legal acts, nor does it pay an obligatory contribution to the OECD budget. (It 
does however make substantial voluntary contributions to the OECD Budget.)5  

Benefits of EU participation in the OECD 
The EU benefits from the statistical data, policy comparisons, research and analysis 
developed by the OECD in its consideration of various EU, euro area and Member State 
policies. The EU also benefits from dialogue and consultations with countries 
representing a large proportion of the world's economy. In particular, EU Member 
States who are not members of the OECD are able to benefit more directly from the 
process of policy and peer review; all 28 EU Member States may be included in reports 
and statistical comparisons developed by the OECD. The EU and the OECD also have 
joint projects, such as the initiative to support improvement in governance and 
management (the SIGMA programme) in countries that are EU candidates, potential 
candidates or Neighbourhood Policy partners. 
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Endnotes 
 

1
 This process parallels in some respects the Open Method of Coordination used in EU policy-setting in areas that fall 
within the competence of Member States, though it predates the latter by some decades. 

2
 A complete list of OECD bodies is available on the OECD website. 

3
 The Organisation for Economic Cooperation and Development (OECD) / R. Woodward, 209, p. 77 

4
 Europe united, open and stronger : a story of interdependence and resilience / J.M. Barroso, 2014. [Speech to 
OECD] 

5
 The level of voluntary contributions varies from year to year, depending on the specific projects concerned. In 
recent years, EU contributions were as follows: 2013 – €39.8 million; 20012 – €29.9 million; 2011 – €40.5 million; 
2010 – €12.3 million. Many of these were attributed to projects running for several years. 
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