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Asia Infrastructure Investment Bank (AIIB) is a Chinese
government's proposal, designed to create a regional bank to promote,
support and finance the infrastructure development needed in Asia. Some
viewed it as a rival to the International Monetary Fund (IMF), World Bank
and Asia Development Bank (ADB) and others viewed it as a timely
addition to complement the existing international financial institutions
serving the acute needs of Asian developing countries. AIIB is the second
initiative launched after the New Development Bank was formed by the
BRICS, Brazil, Russia, India, China and South Africa, The role of AIIB
will be a more important one for accelerating and sustaining the growing
economy of Asia with direct impact to the world economy. Today's
column covers a chronological account of the evolvement of AIIB, from
conception to 41 members and its significance.

Before tracing the origination of AIIB, we should first
understand the 'One Belt and One Route” initiative China has announced
by President Xi Jinping first at Kazakhstan's Nazarbayev University.
during his state visit on 9-7-2013. The 'One Belt and One Route' is a grand
vision using the ancient silk (trade) road as a metaphor to describe a new
'silk road economic belt' connecting the developed East Asia to the
developed northern Europe through central Asia and Middle East and a
new 'maritime route' starting from South China and South China Sea
through Indian Ocean to Africa and north to Red Sea and Mediterranean
to Europe to meet up with the new silk road in Venice. Following the
announcement, Xi, on 10-4-2013, in his state visit to Indonesia, as the first
foreign leader ever addressed the Indonesian Parliament, announced the
concept of AIIB and subsequently on 10-7,8-2013 shared the idea with the
2013 APEC participants. The US President Obama was absent at this
APEC due to a government shut-down crisis and his absence was
criticized for losing the US influence in AP to China.

The Chinese government has been frustrated with the
bureaucratic governance and slow reforms in the global institutions like
the IMF, World Bank and Asian Development Bank, dominated by
American, European and Japanese interests allowing little inputs from
China. The establishment of AIIB is therefore China's solution of
supporting her 'One Belt and One Route' vision. A 2010 report of the
Asian Development Bank Institute claims that the region requires $8
trillion investment from 2010 to 2020 in infrastructure in order to continue
its economic development. China essentially wants a new bank to fulfill
this requirement.

Despite of the concerns the U.S. and Japan expressed regarding
the transparency of AIIB, China vigorously pushed forward the AIIB idea.
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In June 2014 China proposed doubling the registered capital of the bank
from $50 billion (China had pledged) to $100 billion and invited India and
others to participate in the bank. On 10-24-2014, a signing ceremony held
in Beijing formally established the bank with 21 countries signing on as
founding members, including China, India, Thailand, Malaysia,
Singapore, the Philippines, Pakistan, Bangladesh, Brunei, Cambodia,
Kazakhstan, Kuwait, Laos, Myanmar, Mongolia, Nepal, Oman, Qatar, Sri
Lanka, Uzbekistan, and Vietnam, mainly Asian members. Indonesia's
joining was delayed due to their new presidential administration needed
time to review the membership document.

Allegedly, the U.S. continued pressure to keep her allies
particularly Australia and South Korea from signing up as founding
members, even though they had formerly expressed an interest in it. Hong
Kong's Financial Secretary John Tsang announced in his budget speech on
2-25-2015 that the territory would join the AIIB. On 3-12-2015, the
United Kingdom's Chancellor of the Exchequer, George Osborne,
announced that Britain had agreed to lend money to the Chinese-led AIIB,
becoming the first major Western country to do so. The announcement
apparently not consulted with the U.S., was criticized by the Obama
Administration, saying, "We are wary about a trend toward constant
accommodation of China, which is not the best way to engage a rising
power." This is a strange and insecure remark coming from the world's
strongest nation in contrast with the British response: “joining the bank as
a founding member will allow Britain to influence the development of the
institution.” "The City of London would become the base for the first
clearing house for the Chinese yuan (Renminbi) outside Asia.", another
announcement from Osborne, reveals more the reality of international
politics and national interests.

Three European nations - Germany, France, and Italy - soon
followed Britain's decision to join the AIIB. German Finance Minister
Wolfgang Schaeuble stated, "We want to contribute our long-standing
experience with international financial institutions to the creation of the
new bank by setting high standards and helping the bank to get a high
international reputation." On 3-27-2015, the South Korean Ministry of
Strategy and Finance announced that Korea, too, is planning to join the
AlIB, citing its potential in benefiting South Korean companies to win
deals in infrastructural projects (an honest and realist statement) as well as

expanding South Korea's influence in international banking as a founding
member. The prospective members first added Georgia, Hong Kong,
Maldives, Russia, Saudi Arabia, Tajikistan, South Korea, Turkey, Jordan
and Indonesia to be 30, then added UK, France, Germany, Italy,
Luxembourg, Switzerland, Netherland, Denmark, Finland, Egypt, and
Australia to be a total of 41 as of 3-30-2015, the day before deadline.
Although, AIIB was open to application, but North Korea's request was
rejected for her failure to cope and secure a safe, economic image for the
country.

As the deadline to join as a founding member expires, the United
States and Japan remain absent from the AIIB list. The U.S. maintains her
position, “any new multilateral institution should incorporate the high
standards of the World Bank and the regional development banks. Based
on many discussions, we have concerns about whether the AIIB will meet
these high standards, particularly related to governance, and environmental
and social safeguards.....” Japan echoes with “Unless [China] clarifies
these matters, which are not clear at all, Japan remains cautious.” Judging
on the long list of AIIB members, including both developing and
developed nations, AIIB certainly would be an accountable institution. The
fact that China, the largest shareholder, gives up the veto power lends
additional assurance that the governance of AIIB would be democratic.
From the grand vision of 'One belt and one Route' to the concrete proposal
of AIIB, China has stressed that her purpose is to stimulate growth and
development for Asia and the world. However, China is not doing this for
pure philanthropy. There are benefits for China to gain. Since AIIB is
really China's reaction to being unfairly treated by the existing institutions
dominated by the U.S. European Union, and Japan, then Beijing has little
choice but to create another bank where China will receive due respect and
end what she sees as the West's bullying and discrimination in the political
and economic spheres. In addition, AIIB is expected to bring solid
economic benefits to China, as her companies can expect (other member
countries as well) to pick up port, road, railway and telecommunications
contracts for projects aligned with China's 'One Belt and One Route' vision
in restoring 'Silk Road' (trade links) from Asia to Europe. The AIIB is an
excellent avenue for China to use her $4 trillion foreign currency reserve.
From hindsight, the U.S. has made a grave mistake rejecting China's AIIB
proposal outright. If the U.S. had embraced it, she would gain an
influential position and lots of respect from the developing countries. She
could bring her experience on board. The US mistake is rooted in her
fundamental strategic error - target and curtail China for the sake of curtail
and target China having no sound reasons and ignoring the justifiable
cause China is promoting for Asia. A win-win proposal is always a good
proposal; the U.S. has no reason to thwart it. Japan as an Asian nation
looked even worse by opposing AIIB. Japan is targeting China at the
expense of hurting Asia's future prosperity and the benefits of Asia
development which ADB (controlled by Japan) failed to accelerate. AIIB is
destined to benefit its participating countries. The losers will be the U.S.,
Japan, North Korea and possibly Taiwan, if they don't correct their
political views regarding the 'One Belt and One Route' vision and embrace
its financing bank, AIIB.
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