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The Boao-Forum for Asia and China’s
reforming of global governance: Why the
West and South Asia must take notice

Dr. Siegfried O. Wolf

In the shadow of the growing US-China trade tension and the North
Korean imbroglio, China is preparing for the 2018 annual meeting
at the ‘Boao-Forum for Asia’. Not silently, but hardly noticed by
the international media, especially the once in the West and some
Asian regions, like South Asia. The disinterest of the latter one is
surprising, since representatives of most of the South Asian
countries joined the formal declaration for the establishment of the
Boao Forum for Asia (BFA) on 27 February 2001. Since then, the
high-level BFA gained steadily momentum as a remarkable
mechanism in building consensus, deepening regional cooperation,
boosting common development, and resolving international,
particularly Asian, problems. However, Beijing is setting the stage
for the next round of what China is perceiving at its own version of
the ‘World Economic Forum’ in Switzerland. By following the
overall theme of ‘An Open and Innovative Asia for a World of
Greater Prosperity’, the Chinese coastal town in the southern island
province of Hainan, will host from 8 to 11 April 2018 around 2000
high-level leaders from government, business and academia from
Asia and numerous other parts of the world. Regarding the four-day
agenda, the 2018 ‘Asian Davos’ will focus on China's 40-year
experience of reform and opening up, and on how to achieve more
and better coordinated, inclusive, and balanced development in

Asia and the Pacific, among many other topics.
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Against this backdrop, the international community, especially the world’s leading economies
possessing advanced industries and high-tech manufacturing, should follow closely the discussions
in Boao and raise the questions as to how far China is willing and able to contribute to the reforming
of global governance, the build-up of a new world economy, and to innovation-driven sustainable
development. In this context, it is argued here, that it is of utmost importance to understand the
Chinese government’s rationale behind their increased involvement in international dialogue
mechanisms and how this reflects the mutually influencing relationship between China and other
major powers in their quest for global sway. In other words, to realize how the world changed China
yesterday and how China is transforming the world today and what will be the potential impacts for

the future. To understand the complexity of this puzzle, the following patterns have to be factored in:

Firstly, Beijing obviously perceives the traditional system of established international institutions and
regimes as a roadblock for an open world economy. Therefore, it does not come by surprise, that
Chinese President Xi Jinping supports the Boao Forum for Asia (BFA) as a kind of an alternative
platform to the World Economic Forum in Davos. However, the concrete rationale of China’s support
for Boao is much more complex and far-reaching. Beyond specific domestic economic, social and
political considerations, the efforts of the Chinese leadership to reform global governance must be
seen as part of China’s attempt of a comprehensive reshaping of the existing international
arrangements to be more conducive for the country’s national interests. To effectively transform the
established international structures, Beijing applies a set of different strategies. Most remarkable is
the implementation of the ‘Belt and Road’ (BRI) vision. To create an enabling environment for BRI,
Beijing is working towards a new, multi-dimensional ruled-based system. For example, the
facilitation of the establishment of new multilateral financial institutions and mechanisms as well as
re-directed exiting ones created by China earlier is a crucial aspect of Beijing’s contribution to
reforming global governance. Here, some of the noteworthy cases are the Silk Road Fund or the Asian
Infrastructure Investment Bank (AlIB). In this context, it is to be stated, that BRI and the Beijing-
initiated entities are a clear Chinese response towards the Western-led Bretton Woods system of
international monetary order. The latter one sets, until now, the supreme framework for commercial
and financial relations, which are perceived as limits for China and developing countries from having
a greater role in decision-making processes. Furthermore, it is stressed by some scholars that the
Western-led development institutions are not able to address Asia’s vast infrastructure deficit due to

insufficient financial capacities. As such, a successful BRI would show the advantages of Chinese
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financial mechanism to face global development challenges but also manifest Beijing’s position on
deciding the terms and conditions of the international financial system. The latter one would also help
Beijing to promote China’s image as the new frontrunner in international development and
cooperation worldwide. In sum, a mechanism like the BFA helps President Xi to promote his vision
of the ‘Chinese Dream’, understood as legitimising and restoring the re-emergence of China as a

world power.

Secondly, one of the least understood aspects of China’s innovation-driven development efforts is
Beijing’s desire to turn into the setter of international standards. In the past, attempts to market and
establish high-tech manufacturing products with unique Chinese technological and engineering
standards have generally been market failures. Only few Chinese products have gained significant
market support outside of China and most have limited success even within the country. A major
reason therefore was the competitive advantage of the US and the EU in established traditional
markets for Chinese products. In consequence, it turned out to be difficult for China to enter
established as well as new emerging markets with own technologically advanced products. To address
this challenge, Beijing spent much effort to increase the country’s skill and sophistication in
international standards organisations and building deep knowledge of their regulations, fostering
potential advantages in negotiations. However, to function as a standard and norms setter in practice,
China needs to export its technology and engineering standards. Furthermore, Beijing has to ensure
the acceptance of it standards. Hence, Chinese decision-makers are aiming at the creation of a regional
production chain, within which China would be at the centre of advanced manufacturing and
innovation, and act as the standard setter. However, much depends on how this export of new Chinese
standards will be perceived in the new markets (and in established markets). In order to bring
sustainable development via its innovation-driven development, it is crucial that the recipient
countries perceive the introduction of Chinese standards and norms as complementary to existing
options (US, EU, Japan, South Korea) and not as a compulsory alternative. Compulsion would
catalyse the emerging trade conflict with the US and perhaps extend it even towards the EU (and
perhaps other areas, too). Such a situation would diminish all prospects for sustainability of Chinese

development initiatives.

Thirdly, China launched a new industrial policy with a strong determination to beef-up its industries.

During the last four decades, China earned the reputation of being the world’s workbench or factory.
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This was made possible due to low labour costs, -standards, and -rights in manufacturing. But in
recent years, these comparative advantages, especially the low labour costs, have begun to vanish
since wages were rising (middle-income trap). To transition away from labour-intensive industries,
China wants to capture the higher end of the global value chain with more technologically
sophisticated products. In response to this challenge, Beijing formulated its ‘Made in China 2025’
vision which was inspired by the German concept ‘Industry 4.0°, usually described as Germany’s
fourth industrial revolution. ‘Industry 4.0’ refers to vertical and horizontal integration of production
processes by promoting Smart Factories and Smart Supply Chains across businesses. Having this in
mind, Chinese thinkers and decision-makers designed the ‘Made in China 2025’ vision as an initiative
to comprehensively upgrade the country’s industry. As such, this vision is focusing specifically on
smart manufacturing and serves as a roadmap for political and economic leadership to transform
China into a hi-tech powerhouse that dominates advanced industries. Several experts are pointing
out that ‘Made in China 2025’, as the new Chinese industrial policy, will challenge the economic
primacy of the current leading economies and international companies. In sum, China wants not
only to get rid of the image that it is only able to produce fast and cheap but also turn into the leading
manufacturing superpower. Here, BRI can be seen as a crucial mechanism for upgrading China’s
industry and ensuring respective markets for its envisaged advanced technological products and

services.

Final thoughts — Towards a shared future for humankind?

Peace, development, cooperation and reciprocity should be always the main determinants of the
interaction between states and societies. However, as history shows, until today, the implementation
of these objectives in a comprehensive, sustainable and credible framework remains wishful thinking
within an idealistic view on international relations. However, if we are to believe the official rhetoric
by Chinese authorities, Beijing is finally trying to realise the vision of a shared future for humankind.
But the US and Europe and numerous other states, especially in South Asia, are also well aware that
Chinese thinking and acting are also featured by antithetic streams, like the rivalling notions of
cooperation and coexistence vis-a-vis competition and existence.

Nevertheless, many western and other states and societies feel much attracted by the rhetoric of the
creation of win-win-situations and mutual benefits, at the same time ignoring largely the real Chinese

intentions. If this trend continues, many states, especially those participating in the BRI initiative will
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have to walk down the Chinese road’, ‘to develop the Chinese spirit’, and ‘jointly harness China’s

strengths’, China’s President Xi Jinping’s preconditions for building a new international community.
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