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The Nature of Economics of Inspection and Certification and Its Industrial Regulation

Based on the Survey over China’s Inspection and Certification Bodies
JIN Bei WANG Yan-mei CHEN Xiao-dong
( Institute of Industrial Economics of CASS Beijing 100836)

Abstract: Originated from information asymmetry inspection and certification is an activity that facilitates
smooth transaction and a necessary “lubricant” for effective economic operation. In essence inspection and certi—
fication activity act as a remedy for market defects ( information asymmetry) and also improving market system
through its marketization under social and governmental regulation. With higher degree of complexity in economical
and social activities industrial chain further differentiated during which inspection and certification activities
separated from manufacturing sector and become a more specialized industry of producer services; on the other
hand it become more independent therefore the third party inspection and certification activities exceeds the first
and the second party to become the principal part of inspection and certification activity. On this basis regulation
over inspection and certification industry came into being. Therefore the development of regulation and inspection
& certification industry is inextricably linked with economic and social activities they reflected.

After reform and opening up China’s inspection and certification body has grown into the world’s third largest
market only next to European Union and the United States. Dominated with three pillars of state-owned foreign—
funded and private institutions there are more than 20 000 organizations of different size and various market posi—
tion. Faced with such a market-oriented and myriad information service industry with wide range of businesses it
became a big challenge to define government’s role.

The Chinese government varies significantly with European and the U. S. Government in the regulatory system
of inspection and certification. Chinese government is in a dominant position in inspection and certification indus—
try a state of “strong” regulation. This difference stems from the “path dependence” during the reform process
and also is the pragmatic choice under realistic conditions. At present China has abandoned the system of planned
economy in which government directly involved in the inspection and certification activities instead it transformed
into the system of third party inspection and certification.

According to the market economic system regulation based on open and fair will be the fundamental principal
of building up the regulation system; In addition we need to learn from international experience while give more
play to the inspection and certification bodies and associations constantly improve China’s regulation system turn—
ing it into a multidimensional system that is based on market process and are able to mobilize the power of different
aspects.
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