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The Harmonious Development of Asia:
Good for Asia and Good for the World

The economic growth and social development of Asia
are making great contributions to the global economy.
Asian nations, given their diverse cultures and political
systems, large populations, complementary advantages,
as well as economic prosperity, are undergoing profound
institutional reform and economic restructuring. Their
patterns of economic development have been profoundly
transformed by the new tide of globalization. The space
for Asian economic development and cooperation is
expanding rapidly, and Asia’s great cities are becoming
central nodes in economic networks that bring vitality to
Asia and the world.

Due to geographical and cultural factors, Asian
nations have a long history of close interaction and
cooperative development. Together, they have made
major contributions to civilization, in Asia and the
world. Since the middle of the Twentieth Century,
Asian governments have concentrated their efforts
on enhancing the welfare of their people, and have
succeeded in accelerating their development and
achieving more rapid economic progress than most
other regions of the globe. Asia has experienced
successive ‘Asian Miracles’, first in Japan, then in
South Korea and Singapore, and later in East-Asia
and Southeast-Asia. As a developing country with a
population of 1.3 billion people, China has also enjoyed
rapid economic growth for almost 3 decades since

its Reform and Opening in 1978. Today, the Indian
economy is also rising rapidly.

While the social and economic development of Asia are
substantial achievements, difficult challenges lie ahead.
Having become global centers of manufacturing, many
Asian countries and regions have formed manufacturing-
based industrial structures, which have led to high levels
of energy consumption and environment degradation.
Opening-up in the financial sector, in turn, has brought
about increasing financial risk and risks of international
contagion, to name but a few.

A development strategy based on the over-
consumption of energy and environmental pollution is
no longer sustainable, and it is now essential for Asia
to develop a new strategy based on energy-economical
development. The energy issue is critical because

it affects economic security as well as sustainable
development for all nations, and energy security is a
problem shared by the whole international community.
Therefore, energy cooperation must constitute an
important aspect of regional cooperation in Asia.

Economic integration requires the integration of
financial markets. An integrated financial market
promotes the efficient allocation of resources on one
hand, but it may also lead to financial risks on the
other. All Asian nations, regions and financial centers
share a powerful stake in achieving common prosperity
and stability on the Continent. Therefore, Asia should
strengthen financial cooperation, and manage

risk more efficiently, as well as promote social and
economic stability. A secure and effective mechanism
of stabilizing regional currencies should also be created
by the governments to maintain the dynamic stability
of exchange rates, as well as to eliminate the risk of
vicious exchange rate competition among economies.

China is playing an increasingly important role in
world economy. China’s exchange rate system and
currency policies have a great impact on its neighbors.
The reform of the RMB exchange-rate formation
mechanism is a major initiative for China to adjust its
policies to the international exchange rate formation
mechanism. The adjustment of the RMB exchange
rate demonstrates China’s willingness to accept its
responsibilities as a rising economic power. China

will actively participate in and strengthen financial
cooperation in East Asia, deepen financial reform, and
promote the development of a common market.

The nations of Asia, based on their rich diversity of
cultures, share an ancient and splendid civilization.
They are now taking new steps to advance cultural
exchange and economic cooperation across national
and regional boundaries. The long flow of Asian history
reveals yet another lesson: Harmonious development
and common prosperity can be achieved only through
peaceful coexistence, and only through cooperation
based on equality and mutual assistance.

The harmonious development of Asia will bring
substantial benefits to the whole world!
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Asia: To Promote Social Welfare through Transition

Economic globalization, the underpinning of world
economic development when it comes to specific
countries and regions, offers both opportunities
and challenges. Since the 1980s, Asia has embarked
on a journey of economic transition featuring both
internal restructuring and external cooperation. The
overall transition aims to spur economic growth and
social development, to enhance social welfare, and
ultimately to position Asia as a positive force in the
course of world peace and development.

Asia’s economic transition is grounded on sustained
economic growth with the goal of increasing social
wealth through the emancipation and development
of productive forces and the optimization of
resource allocation. Implementation of this transition
is achieved through restructuring economic

and financial systems as well as energy policy
transformation.

Restructuring of the economic system to a market-
oriented economy is a critical choice that has now
been made by most Asian countries. A market-
oriented economy possesses indisputable advantages
over a planned economy in terms of efficiency.

Many Asian countries are trying to establish
mutually-beneficial interaction between markets

and governments based on strengthening market-
oriented reforms. Countries like Japan and India face
continuous demand to optimize established market-
based systems, while other Asian countries, including
China and Vietnam, address economic transition
from a planned economy to a market-oriented one.
Since 1978, China has embarked upon its own path
of transition, not only creating a globally-renowned
“economic growth miracle”, but also inspiring many
other countries to adopt paths of transition in
accordance with the reality of their own situations.

Economic globalization provides impetus for
economic restructuring and the reallocation of
productive elements. It is safe to say that economic
growth goes hand in hand with the shift of the labor
force both from agriculture to industry and from rural
to urban areas. Ever since the 1980s, Asia’s industrial
structure has seen constant change. The process of
urbanization is unstoppable, with cities like Tokyo,
Hong Kong, and Shanghai not only becoming centers
of rapid development, but also becoming vital drivers
of regional economic growth. In the future, Asia

still needs to govern the process of urbanization

to encourage a steady flow of labor, to maintain a
balance between industrialization and urbanization,
and to enhance the administrative capabilities of its
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governments in order to attain the ultimate goal of a
better life for the people.

Under globalization, Asia’s financial system has also
encountered the need for transition. Financing

is required by enterprises to sharpen their
competitiveness, and thus, the development of a
market-based financial system has a direct impact

on the performance of companies. On one hand,
Asian countries have been obeying the principles

of order and controllability, paving the way for

the orderly competition of capital in the domestic
markets. On the other hand, they have been reliant
on an international exchange mechanism based

on international market conventions. China is in

the middle of its course of “Opening-up”. In terms

of financial transition, this process is oriented
toward both the loosening of constraints and the
strengthening of regulations. Such efforts will steadily
deepen the reform of the internal financial system as
well as the external exchange rate mechanism.

Asia’s economic growth is increasingly constrained by
the availability of energy. The sustainable growth of big
powers, like China and India, is particularly challenged
by the tight balance between energy supply and
demand. Asia must make use of international markets
to ease these pressures, and more importantly, Asian
countries must reconsider their methods of economic
growth, such as seeking new alternative models

for progress. China has announced its transition

from an extensive mode of economic growth to an
intensive one, with the aim of reducing dependence
on energy resources through boosting innovation

and restructuring industries. In the meantime, Asian
countries have been engaged in optimizing energy
reserve systems and reforming pricing mechanisms

in order to improve energy utility rates, in addition to
promoting technological innovation in the search for
alternative energy supplies.

The transition in Asia is preconditioned, but not
defined, by economic growth. Economic growth
doesn’t necessarily entail development or an
improvement in social welfare. Therefore, Asia’s
transition must take social development into
consideration: the optimization of distribution
systems, the transition of demographic structures,
resolution of the issues of mass livelihood, and
the enhancement of regional cooperation are all
essential components of this transition.

Asia’s transition should enable the benefits of growth
to be shared by all. The mass economic growth
experienced by Asia since WWII has not resulted in
an extensive optimization of the distribution system.
Over the past 30 years of reform, China has managed
to achieve significant economic growth, but income
inequality still remains conspicuous. Therefore, China
has called for the adoption of a “scientific outlook on
development” and established the goal of building

a harmonious society, putting an emphasis on the
planning of urban, rural, regional, and industrial
development, while demonstrating the principles of
equality and justice. China’s efforts to achieve social
justice and harmony have had positive impacts on the
sustained development of China, and Asia as a whole.

The transition of Asia is also closely related to its
changing demographic structure. Asia’s demographic
dividend is waning, while the aging population is
waxing. The demographic challenges are especially
prominent in Japan and Korea. China is also
confronted with the twin challenges of a shrinking
labor pool and a growing number of aging poor. In
order to address these problems, Asia must refine its
markets to: increase labor flow, promote the efficient
distribution of labor, coordinate market forces with
government efforts, enhance medical care and social
security, and achieve sustained growth of both the
economy and social welfare.



The supply of social services such as education,
medical care, and housing are essential to the
improvement of human welfare. Since WWII, Asian
residents have enjoyed significantly improved social
services. However, against the background of economic
globalization, the overall supply of these services

still needs to be increased and the means of supply
adjusted. Ever since China launched its economic
reform, education, medical care, and housing services
have quickly assumed an over-dependence on market
supply, resulting in a failure to fulfill the needs of
people due to their limited income. In searching for
solutions, China and other Asian countries should
accelerate the process of readjusting the role of
government, more clearly define the boundaries of
market and government functions, and establish a
more efficient supply system for vital services to the
least privileged groups.

Economic globalization has given all nations a
common interest in which they are all “stakeholders”
in global alliances. In recognition of this, the
economic transition of Asia also requires new forms
of diplomacy between Asian countries. Each nation
must seek to overcome misunderstanding and
conflict through constructive dialogue aiming for
mutually-beneficial cooperation and open-minded
cultural diversity. In recent years, we have steadily
witnessed the growth of dynamic interaction among
Asian countries and increased dialogue in collectively
solving problems. APEC, the ASEAN Free Trade Area,
the Shanghai Cooperation Organization, the South
Asia Cooperation Union, the Asia Info Summit, the
East Asia Summit and the Bo’ao Forum for Asia are all
organizations that function for these very purposes
and are presently growing toward maturity. The
North Korea nuclear issue is also progressing towards
a more peaceful problem-solving approach through
the dialogue-based approach of the Six-Party Talks.
Looking to the future, Asian countries still have a
long way to go in terms of fostering mutual trust

and breaking down the barriers that stand in the
way of progress. In particular, the development of

dialogue and collaboration between China and India
would hasten the evolution of a new socio-political
structure in Asia.

With 30% of world economic growth to its credit,
Asia has become the most dynamic economic
region and a major impetus to world development.
Yet it must be noted that the transition of Asia is
systematic and complicated, and it would thus be
impossible to effect decisive change in a single clean
sweep. Asia still faces many challenges in terms of
economic development, political consolidation and
social stability. Ongoing issues, such as energy and
food crises, financial risks, environmental pollution,
terrorism, natural disasters, outbreak of major
infectious diseases, and the proliferation of weapons
of mass destruction, all affect Asia’s stability and
development. In the long run, we still have a long
way to go in completing Asia’s transition, which
requires not only collective wisdom and sustained
efforts, but also strategic adjustment and collective
governance, so that we can all witness peace,
development, cooperation and openness in Asia.
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Development has always been the internal drive in
the progression of human society, and is now the
major topic facing the current world. Asia, as the
largest continent with the largest population and
the largest number of countries, must undertake

its historical missions to sustain the economic,
social, cultural, and political growth, with the aim to
promote the welfare of all Asian citizens.

No development is plain sailing, and so is with Asia.
Currently, Asia’s development faces a complex that
is the intertwined crises both external and internal,
among which the international financial crisis

and the global economic downturn are the most
severe. Asian societies, especially the emerging
economies, slowed down their pace of trade export
and the inflow of capital, which in return held back
investment, employment, and consumption. It is fair
to say that the crisis has remarkably undermined the
rapid growth of Asian society.

During their countermeasure against the crisis,
Asian countries have fully realized the disadvantages
of diverged policies. Only concerted action can

halt its spread in time and space effectively. Under

the deepening crisis, Asian societies need to take
consorted actions more than ever before. So one
of our key words today is cooperation. Only by
cooperation can we weather through the dark
time; only by cooperation will we achieve a win-win
situation.

The economic cooperation of Asian countries
demands above all other factors, closer cooperation
in the financial sector. What we have learnt from
the international financial crisis is that financial
development should try to strike a better balance
between efficiency and stability. Generally speaking,
Asian countries, especially emerging economies,

still have the historic mission of deepening financial
reform and financial innovation. And this mission
has been exemplified in China’s proposal to build
Shanghai into an international financial center. In
developing the financial sector, Asian countries
should mitigate the possible shock brought about by
the transition of financial systems by conducting it in
a gradual manner and also improve the efficiency of
domestic financial regulation to reduce the possible
risks of innovation. Asian countries should respond to
the regional financial risks by strengthening financial
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cooperation and policy coordination between
nations, and build a cooperation mechanism that

is suitable to Asia in terms of in-time warning and
prevention of financial risks. The mechanism should
aim at promoting bilateral currency exchange,
building a regional foreign exchange reserve system
and boosting Asian bond markets.

Asian economies should increase their international
competitive edge by cooperation in economics and
trade. From the experience of economic growth in
Japan, South Korea and China, export-orientedness is
the collective choice to realize their rapid economic
growth. However, the export-oriented growth
resulted in extreme vulnerability of Asian economy to
external economic fluctuations. In the context of an
international financial crisis and the global economic
recession, major countries in Asia are faced with
unprecedented challenges due to the export-
oriented strategy. Asian countries should jointly

fight protectionism both domestic and international,
make good use of bilateral free trade agreements
and actively participate in the building of free trade
zone. Asia economic growth should be stimulated by
increased and multi-level regional trade. The labor
division and cooperation in Asia will help to expand
the market and improve the regional economy by the
integration of industries.

Asian economic cooperation should push forward
the restructuring by coordinating investment and
employment. Although countries like Japan and South
Korea have basically accomplished industrialization
and urbanization, many other nations such as China,
India, Pakistan and Bengal are still charged with

the mission of accelerating industrialization and
urbanization, which may lead to the increase in job
vacancies, salaries and consumer capability. Big

cities including Tokyo, Hong Kong, Seoul, Shanghai,
Beijing, Bombay and Dhaka serve as the engine in the
regional economic growth. Therefore, Asian countries
should speed up infrastructure construction with

the assistance of investment and cooperation, and
they should also increase the labor force mobility

of the region by cooperating in labor services and
opening up the market. The effective allocation of
capital and labor inside Asia can not only accelerate
its industrialization and urbanization but also make
great contributions to the economic growth which
takes root deeply in Asian domestic demand.

Asian economic cooperation also requires more
active participation of Asian countries in the
coordination and cooperation in international
affairs. The international financial crisis suggests
the shortcomings of the current economic system
in which the US dollar serves as the single world
currency. Asian countries should be active in
developing a co-governing mechanism to respond

to the global crisis. Dialogues and negotiations

are also indispensable in the efforts to further
coordination. Favorable conditions have been
created for the coordination and cooperation inside
Asia thanks to the Bo’ao Forum for Asia, ASEAN
Free Trade Area, Greater Mekong Subregion, and
Northeast Asian Economic Circle. In particular,

in the course of promoting the reform of the
international monetary system, Asian countries
should coordinate to reinforce the supervision in
monetary issue including the issue of the dollar,
and accelerate the reform of international financial
organizations in a progressive manner.

In the process of battling the international financial
crisis, Asian countries are emerging as a common
interest group, which in turn sketches the new Asian
framework of economic cooperation. Indeed Asia

is witnessing an accelerated founding of a set of
regular cooperation arrangements in flexible forms,
a process not only of practical significance to Asia’s
battle against the crisis, but also helpful for Asia
countries in search for a solution to their common
problems in the course of development.

For instance, there are such common problems

of energy and food. The accelerating Asian
industrialization and urbanization indicate high and
long-lasting demand on oil and food. However, the
developed countries hold the dominant advantage of
pricing rights, which often results in such challenges
as drastically fluctuating oil and food prices against
Asian countries. Energy and food crisis could be

a recurrent challenge lingering throughout Asian
industrialization and urbanization. Asian countries,
China and India in particular, need to strengthen their
cooperation in these fields and tackle the external
crisis through the means of joint observation on the
fluctuation of international commodity markets, joint
reserve of food and energy, and joint development of
innovative technologies in both fields.

Asian countries need to strengthen their cooperation
in order to fight the challenges ushered in by the




financial crisis, which requires progressive restricting of
relations among Asian countries. Currently, the upgrade
of Asian economic and political relations involves the
co-existence of cooperation and competition among
sovereign countries, the strengthening of co-operational
trend, the diversification of means to such cooperation,
and a shift from the current competition-oriented
structure toward one that is driven by both cooperation
and competition. As the greatest developing country
and one of the emerging economies, China has

taken an active participation in different regional and
global coordination and cooperation in order to fight
the challenges brought about by the international
financial crisis and its domestic structural conflicts,
which demonstrates its sincerity to push forward
cooperation to tackle the international crisis and

other socioeconomic crisis, and that it would take

up the responsibility to benefit Asian and worldwide
economies alike through its own high economic growth.

Under the economic globalization, Asian countries
are well aware of the necessity of strengthened
cooperation in fighting challenges and attaining
development. Generally speaking, the financial

crisis and its negative impacts on Asia would

fade out with time, and Asia’s ability to deal with
international financial crisis and other crisis would

in turn be enhanced. It requires confidence to

break the deadlock, and such confidence would
generate power in its own right. The crisis call for
cooperation, and cooperation alone would boost
development. Asian countries have made the key
choice of promoting multi-level cooperation in
various forms, the implement of which requires

joint endeavor of Asian governments, enterprises,
ordinary residents and other socioeconomic groups. |
believe that an Asian society based upon cooperation
and common endeavor would attain the prospect of
comprehensive, coordinated and sustained growth.
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Development is a major theme of the contemporary
world, and also a fundamental way to promote the
well-being of residents in Asia. Asia’s development is
driven by economic growth as well as the coordinated
development in social, political, cultural and other
fields. Under the irreversible background of economic
globalization, Asia’s development needs not only the
positive interactions between Asia and other regions,
but also effective response of Asian countries to the
changes in global patterns.

The financial crisis has caused global economic
recession, exerting a significant impact on the
sustainable development of Asia. The severe and
widespread impact of the crisis prompts people

to reflect deeply on the causes of the crisis. In
essence, the crisis is the consequences of non-
balanced development in trade, finance and other
aspects of different economic entities. Since 1970s,
the correlation between the developed economies
(represented by the United States and Europe) and
emerging economies (represented by China and
India) is increasingly strengthened in the following
way: developed economies tap on the advantages of

International Monetary to develop financial industry,
while emerging economies rely on their endowments
to promote manufacturing industry. Based on their
growth pattern, developed economies import heavily
and form trade deficit, while emerging economies
export heavily and form trade surplus; the excessive
investment of developed economies is due to excessive
consumption and currency inflows, in the mean
time, the outflow of funds of emerging economies
results from excessive savings and foreign exchange
earnings . The above correlation gradually enhances
the common interests of countries in the world, but
the non-equilibrium feature of this correlation has
fermented this crisis. When the families, businesses
and government in developed economies take on
the excessive growth of debt and over-virtualization
of financial services, the potential risks of non-
equilibrium in global economy will be brought out in
the form of financial crisis.

Since the outbreak of the financial crisis, developed
economies and emerging economies have all adopted
active fiscal and monetary policies. However, the
former mainly promote the growth of real economy by



financial recovery, and the latter is more focused on
the implementation of stimulating policies to directly
drive solid economic recovery. The global economy is
in the crucial period of restructuring to break the old
balance and find the new balance. For Asia, China,
Japan, Korea, India and other countries promote the
pragmatic cooperation externally and implement
stimulating policies internally in response to crisis.
Asian countries not only realize the steady economic
recovery firstly, but also play an important role to
facilitate global economic recovery. Asia currently is
in the "post-crisis era" of recovery, but the stability
and sustainability of the recovery still should be
strengthened, and uncertainty responded effectively.

The sustainability of the recovery in Asia is affected
by many factors: whether its economic policy can
make U.S. out of the plight of “jobless growth",
whether the debt crisis in Greece and other
countries will "drag" the global recovery, whether
different countries can form a tacit understanding

in the implementation of stimulating policies. In
response to the internal and external challenges to
achieve robust economic recovery, Asian countries
must strengthen cooperation, reflect upon growth
patterns and accelerate economic restructuring with
long-term development. Asian countries should
reinforce the foundation of economic recovery by
multi-dimensional reconstruction to form a new
dynamic mechanism of sustainable prosperity. Firstly,
reconstruction of the Asian economic order should
seek and remodel a new balance with the United
States and Europe. In the process of rebalancing the
global economy, the trade pattern of “consumption
in U.S. and Europe, production in Asia" and the
capital structure of "debt in U.S. and Europe, savings
in Asia" needs to be re-examined. China and U.S. play
important roles in the Asian and global economic
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development. The core of reshaping the economic
order between Asia and the United States and
Europe is Sino-US cooperation.

As the origin of financial crisis, the United States
should strengthen financial supervision to enhance
the stability of economic growth, increase domestic
savings to rationalize consumption, expand exports
to reduce the imbalance of international trade,
and especially increase the exports of technology-
intensive products to emerging economies by job
creation. As one of the victims of financial crisis,
China should form a more sustainable and inclusive
growth pattern by reconstructing be formed by
developing a more inclusive way of transformation
and continuous growth, stimulate domestic
consumption to reinforce the internal foundation,
and increase international trade profit margins by
optimizing industrial structures so as to carry out
positive interaction with developed economies,

like the United States at a higher level. In order to
optimize the external environment and promote
global development, Asia should strive to promote
the suitable adjustment of international monetary
system. Changing the dollar standard international
monetary system is not realistic, but examining the
current effectiveness of the international monetary
system and exploring new ways of international
financial cooperation is both necessary and feasible.

Since the outbreak of the financial crisis, with
International Monetary Fund, World Bank and the
G20 financial summit as a platform, the influence of
China, India and other countries is increasing in the
international financial cooperation, and the United
States has issued a bill of financial regulation. The
financial crisis has weakened the halo of Wall Street
as a leading financial center, and the debt crisis of
Greece also has a negative impact on the financial
center of Europe. Therefore, the important financial
function of Tokyo, Hong Kong, Shanghai, Seoul Asian
cities is gaining. Along with the strong economic
recovery in Asia and the continuing integrity of the
system, the continental transfer and multi- trend

of international financial centers is likely to be the
reality. On the current terms, the international
monetary system based on the dollar standard is
difficult to shake. U.S. government should regulate
the U.S. monetary and fiscal policies to maintain
stability of U.S. dollar for the sake of the long-term
interests of U.S. and the world. On the long term, the
global economic pattern is changing, particularly with
the increasing of real economies in Asia. The Yuan,
Japanese yen or the Asian cooperative currency will
play a more active role in the international monetary
system. A new model with "a super dollar standard
and several powerful currencies" may emerge, which
we need continue to observe and study.
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The touch-stone of reconstructing the international
monetary system in Asia is whether Asia could
dynamically establish its exchange rate system and
standard. Since the reform and opening-up, China’s
economic development situation has advanced the
reform of RMB exchange rate system in a timely
manner. Recently, to balance the trade deficit and
increase employment opportunities, the United
States, together with other economies, has pressed
China to appreciate its currency. However, research
has hardly been for the statement that RMB
exchange rate is undervalued. What’s more, the
appreciation of RMB will not only make it difficult

to change the trade imbalance between China and
America, resist imported inflation and promote
economic restructuring, but also generate welfare
losses in trade, finance, reserves, dynamic and
sovereignty. International experience also shows
that: adjustment of exchange rate made out of the
external pressure tends to harm those interests of
the adjustor. In the context of reconstructing the
international monetary system, China and other
Asian countries should not be over-responsible for
other economies but should promote cooperation
and determine its own exchange rate system and
standard based on its own strategy, and promote

the exchange rate system reform and improvement
under the guidance of initiative, incrementality

and controllability. To re-balance the economies
between Asia, the United States and European, Asian
countries need not only the economic reconstruction
of the international monetary system, but also the
reconstruction of the economic connecting manner
within the Asian region. An integrated Asian economy
can enhance the discourse power of Asia with Europe
and the United States, and a collaborative Asia can
weaken the economic dependence on Europe and
the United States.

Currently, Asian countries need to build consensus,
enhance cooperation, inhibit the protectionism

from the United States and Europe relying on the
combined strength, and avoid Asian economic
downturn and sharp drop of trade growth rate. Asian
countries should utilize their diversity and significant
differences to fully exploit their resources, bring
their comparative advantages into play effectively,
and gradually transfer its industrial structure within
the region. Moreover, the region economies where
conditions are ripe should take the lead in promoting
the industrial structure. Meanwhile, Asian countries
should strengthen the signal function of element
markets, reduce the transaction cost of factor
mobility, lead restructuring and aggregation of
elements, and thereby optimize the industrial division
of labor within the region and excavate the potential
of their investment needs. Taking into account the
capital drive function on the real economy, Asia
should enhance the recognition and prevention

capabilities of internal and external financial risk,
strengthen monetary cooperation within the region
on the basis of promoting supervision and try to
build "Asian Currency Unit" coupled with the regional
connection.

The crisis sparks backlash on China’s economy. To
cope with the economic meltdown, China not only
released a stimulus package to halt the speedy
decline, but highlights the importance of speeding
up the transition of growth mode that is considered
force of sustainability. The transformation of China’s
economy is diversified, systematic and interrelated,
with its core being accelerating the economic
growth, which had been heavily dependent on
investment in export and should in the future rely on
the coordination between consumption and export.
The goal is to consolidate internal infrastructure by
means of adjustment in driving force; to raise its
competitiveness by means of industrial restructuring;
to enhance the sustainability of growth by means
of factor adjustment. China should restructure

the income distribution between the government
and its citizens, between the central and the local
governments, and between citizens. A combination
of policy should be employed to narrow down the
income gap in rural and urban areas and in various
trades. The government should perfect the income
guarantee system specially designed for low-income
groups and farmers, take the responsibilities in
housing, medical care, and general education and
provide a favorable environment that encourages
consumption. All the above measures lay a solid
foundation for a more liberal growth mode.

Energy and environment is of great importance to
sustained economic growth. The restructure in Asia
should take into consideration alternative energies
and low-carbon economy that serve as engines

in economic growth. Asia accelerates its growth
with high energy consumption and severe eco-
degrading, which would, in the long run, not only
be unable to prop up the growth but jeopardize the
welfare of mankind. In this sense, to develop new
energies and low carbon economy in a progressive
way is the key to Asia’s development in response

to outer pressure. However, Asian countries are
growing in different stages and their capability of
developing new energies and low-carbon economy
varies greatly. Take China and India for an example.
Overstated environmental obligations may provoke
dramatic fluctuation in the economy of the two
countries especially when in an accelerating stage of
industrialization and urbanization.

The principle of common but differentiated
responsibility should be a good choice for

Asian countries in promoting energy efficiency,
environment protection, and active cooperation.



Japan and Korea should reduce due amount of
emission in accordance with their developing stage
and should provide capital and technical support
for other countries. China and India, as responsible
major powers, should propose the roadmap and
schedule of emission cut. What’s more, they should
find a balance between economic growth and low-
carbon development, which requires technical
innovation for alternative energies as well as
market support to upgrade the industrial structure.
As the factor mobility increases and population
concentration heightens, Asian countries, especially
developing ones, are undergoing an urbanization
process never experienced before. Such a process
will irreversibly reshape the socioeconomic structure
of Asian nations and their bilateral relations.
Urbanization, bearing the double-edge effect of
promoting economic growth and causing derivative
problems, prompts Asian countries to crystallize
the lessons learned and to explore the optimized
approach to city development in order to form a
beneficial balance among city growth, economic
prosperity, social advancement and livelihood
improvement.

Expo 2010 Shanghai, themed “Better City, Better
Life”, while providing a platform showcasing
economic prosperity, innovations of science and
technology, remodeling of communities and
blending of diverse cultures in the city, also offers
an opportunity for further consideration into the
experience, challenges, courses and approaches

in urban development. The Expo brings to Asia

not only new products and inventions, but also
original ideas and values. Apart from the increase
of urban population in sheer numbers and its
percentage in the total, the development of Asian
cities should also be mirrored in the optimization

of industrial structure, amelioration of urban
residence, improvement in service capacity and
higher efficiency in the administration process. Only
by achieving the above mentioned goals can Asian
cities effectively avert the pitfalls and respond to the
challenges that may appear in the growing process.
Economic growth, social integration and scientific
innovation can be promoted by industrial clustering
effect, the interactive effect of information and
market-driven effect respectively, and therefore the
goal of improving people’s livelihood and well-being
will be achieved.

With the economic growth and the continuous
improvement in medical systems, Asia is now
stepping into the aging society in a speedy, universal
and irreversible manner, indicating Asia has made
great achievements in economic growth and social
transformation. Meanwhile, an aging society

poses huge pressure on social security, welfare,
stability and safety. Developing nations such as
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China and India will lose some of its edge as they
no longer boast abundant and cheap labor force.
Asia countries should tackle the population issue
with discretion where institutional, organizational
and political efforts should be counted upon for

a better adaptation to the aging society. China’s
family planning policy has achieved greatly since
the Reform and Opening Up. The country should
take into consideration the differences existing in
regions and groups in its gradual adjustment of
the family planning policy for the aging society in
the future to come. Meanwhile, China should also
invest in human resources to improve productivity,
ameliorate factor markets to encourage mobility,
and continue the reform of household registration
system particularly so as to accelerate the transition
of farmers’ occupational identities, thus gradually
actualizing the integration of migrant population
into urban areas in economic and social terms. For
Asian countries like China, economic growth has to
be the cornerstone for the advancement of elderly
care, medical care, education and other social
security systems. And a sharing society should be
the driving force to further carry out the citizen’s
lifelong health project and build up a system of
social governance and public policies in accordance
with the aging society in the future.

The economic recovery and social development in
Asia are not isolated events. Their prerequisite is
political stability and cultural integration. Currently
the US-Asia Alliance and Expansion is basically
finalized and Asia is playing an ever-important

role in restructuring international relations. In
particular, China’s capability of agenda arrangement
is greatly strengthened in Sino-US relationship

with its economic growth and less dependence

on US. Based on the constant adjustment of
international relations, Asian countries, especially
the main economies, should promote exchange and
coordination, thereby playing a more active role on
the international political stage. Furthermore, they
should also establish the platform for cooperation
and exchange to consolidate the South Asia
cooperative mechanism like ASEAN, to strengthen
East Asian interactive relations represented by
partnerships of China, Japan and South Korea, and
to encourage North Korea’s active participation

into international society. With the reinforcement
of economic globalization, social relevancy and
political interaction, it is for sure that Asian countries
will have more and more cultural exchange among
themselves. Economic integration optimizes
resource distribution while cultural uniformity
dampens social vitality. Economy develops in order
of time while there’s no discrimination in terms of
culture. Therefore, Asia’s economic development
should never do harm to cultural heritage. Likewise,
economic and political cooperation should not
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share the achievements to form a multi-dimensional
restructuring system. China, Japan, South Korea and
India should take more responsibilities in promoting
Asia’s restructuring. Meanwhile, Asian countries
should focus on development mode transformation
and economic restructuring, promoting restructuring
on the basis of progressiveness, negotiation,
controllability and dynamics with proactive and stable
steps. Restructuring forms a joint force which drives
development. In the post-crisis era, Asian countries
are well aware of the importance of restructuring
and adjustment and the necessity of cooperation
and coordination. The change in mindset and firm
action will guarantee that Asia’s multi-dimensional
restructuring is not only a common vision but also a
feasible plan. Everyone is looking forward to Asia’s
stable recovery and sustainable development,

which will increase living standards and contribute
substantially to the world’s economic development
and social prosperity.

be carried out at the cost of cultural diversity. It is
always an important principle to combine economic
convergence and cultural diversification regarding
the all-round development of Asia. Besides, it is also
rational to pay respect to history and promote more
understanding and integration to help contribute to
the cultural prosperity of Asia.

The world order is changing rapidly and the regional
situation is becoming more complex than ever.
Against the backdrop of rebalancing the global
economic order, Asia has taken the lead in recovery,
but such a recovery is unstable and may not sustain.
Asia should restructure in economics, politics, social
affairs and culture. The world pattern determines
that our mere solution lies in restructuring. The
restructuring of Asia is difficult because the process
involves multiple subjects, manifold goals and
several restraints. However, restructuring is urgent
as it ensures Asia’s coordinated and continuous
development. In response to the challenge, Asian
countries should demonstrate their courage

and wisdom in cooperation to promote multi-
dimensional restructuring, which is the only way out.
Difficulty should not postpone Asia’s restructuring.
Complexity especially requires Asia to sensibly
choose its restructuring route. The driving force

of Asia’s restructuring lies in Asian countries and
their citizens, who will in turn enjoy the benefits

of restructuring. The development phase, strategic
goals and national conditions are different in Asian
countries. Therefore, restructuring should be based
on the principle of “seeking common ground on
major issues while reserving differences on minor
ones” and “generalization with exceptions”. Asian
countries should make joint efforts to reach a
consensus in order to perfect the mechanism and
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The year 2011 has seen Asian countries seeking their
roads towards recovery, development and prosperity,
against the backdrop of slow recovery of world
economy. Though the 2007-2008 global financial
turmoil and the 2008-2009 global recession has
exerted some impact on the course of globalization,
yet the general trend of globalization remains
irreversible. The future socio-economic development
of Asia, too, will be inseparable from globalization
and its commerce and cooperation with other
countries and regions across the world.

Shaking off poverty and advancing economic
development have long been the common aspiration
of Asian peoples. The rapid economic recovery in
postwar Japan, the prosperity of the Asian tigers,
and the rise of China and India in recent years, are
all cases testifying to the unswerving efforts of Asian
countries and regions to search for a road towards
prosperity that suites their goal of development.
The road of Asia is one of prosperity, of exploration,
of reform, and of innovation. It’s generally believed
that the rapid development of Asian economies
since the 1970s, and the rapid recovery and high-

speed growth of the emerging market economies

in Asia after the 2008-2009 global recession, are

all credited to the "helping hand" of governments.
Especially since the outbreak of the global financial
turmoil in 2007, under the motivation of Chinese
government’s fiscal stimulus program and easy
monetary policies, the government and state sectors
have substantially increased their investments to
secure growth rates higher than 9% during the
global economic downturn, which in the meanwhile
has played an important role in the revival of Asian
and world economy. Those measures have also
called more attention of the current international
academic, business and political circles to the role of
government in a market economy. Since 2008, the
bail-out measures implemented by the governments
of Western countries in the form of very loose fiscal
and monetary policies have also helped take these
countries out of recession quickly. As a result, all
countries are attaching increasingly more emphasis
on governmental intervention and its role in the
market. However, the history of socio-economic
development in modern nations has demonstrated
that there might be government failure, just like the



market failure. In the short run, over-reliance on
governmental intervention can hold back recession
and help the recovery, but in the long run, a large-
scale substitution of government investment for
private-sector investment will lead to the continued
accumulation of government debts. At the same
time, over-loose monetary polices will inevitably lead
to inflation and asset bubbles, or even sovereign
debt crisis. The excessive government intervention is
detrimental to the self-healing ability of the market
economy, causing negative impact on a country's
long-term competitiveness. Therefore, the role and
positioning of government in the market has become
a theoretical and practical issue which needs to be
rethought by the governments, academic circles,
and all communities across the world. Whether the
economic development of developing countries

or the financial crisis management in developed
countries, and whether in Asia or in other regions,

it is imperative to re-examine the government's role
in a market economy and the relationship between
government and market.

The current global financial crisis and world
economic recession happened in an era different
from the last century. Now we face a more open

era of economic globalization with more elaborated
market division. In the context of globalization, if
each nation makes policies solely according to its
own interest, many contradictions will appear and
the expected outcome is difficult to achieve. For
example, the quantitative expansionary monetary
policy and proactive fiscal policy implemented by the
U.S. government contributes to the rapid recovery
of its economy without causing domestic inflation

so far, but these policy measures result in excess
liquidity all around the world and increasing prices
of staple commodities such as oil and agricultural
goods as well. Moreover, proactive macroeconomic
policies adopted by other countries in the world to
tackle economic recessions lead to huge inflation
pressure and serious asset bubbling in their domestic
economy. Therefore, in the post-crisis era, it is
urgent for all nations to discuss global governance
structure in a global perspective and strengthen
communication, coordination and corporation to
establish a new cooperative, open and win-win world
economic order.

The global financial storm and world economic
recession have made it clear that it is required for
governments to strengthen regulation on market
and financial system, to formulate more complete
laws to adjust the functioning of the market. But
government regulation does not mean that the more
intervention, the better. Governments should reform
their methods of regulation and control, and act as
the formulator of market rules who perfects and
supervises them, instead of being direct participants
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in the market. Meanwhile, governments also have
obligation to promote the process of marketization,
including the liberalization of financial resources
allocation. Currently, rule-of-law governments and
democratic budget should be emphasized to let
laws be the criteria for both market and government
behavior. This is particularly crucial for relationship-
based societies in East Asia. It is necessary for Asian
countries to enhance regional cooperation, and

to learn from each other as regards government
orientation and financial regulation. It is essential
to advance the reforms and construction of a new
international monetary system on the basis of
regional trade and investment liberalization.

In terms of regional cooperation, there is a new
trend in Asia, especially in East Asia. On the basis

of good cooperation between ASEAN, Japan, South
Korea and China, the cooperation between these
three countries has witnessed steady progress; fields
of cooperation have been expanded; the mechanism
construction has been further strengthened. If a free
trade area is to be built between Japan, South Korea
and China in the future, the following three possible
options should be considered: (1) The settlement of
merchandise and service trade, investment, loans
and securities investment should be based on their
own currencies; (2) In order to promote the long-
term trade, direct investment and the division of
labor between them, the three countries should
consider maintaining the real exchange rates based
on purchasing power parity, which will also help
improve the external trade balance; (3) Japan, South
Korea and China should take the same policy to deal
with the potential short-term economic fluctuations
resulted from capital inflows, but welcome the long-
term capital inflows and outflows.

In recent years, the U.S. government has been paying
more attention to Asia, and has increased exchanges,
cooperation and policy coordination with ASEAN
countries. We hope that the United States can play
an active and constructive role in the cooperation
and development of this region. Since the beginning
of this year, the improvement of Sino-U.S. relations
has been gaining momentum. The two countries have
increased dialogues and consultations on regional
matters, which is essential for maintaining regional
stability. While there are still territorial disputes in
Asia, the fundamental and long-term interest of
every country lies in seeking common ground and
common development. In the new situation, the
security, political and economic structures in Eastern
Asia have undergone major changes, which deserve
our close attention.

Energy saving and emission reduction is an important
issue in the current global economic cooperation,
and even more important in Asia. Japan’s nuclear
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crisis, caused by the leakage of radioactive material
from nuclear power plants after a major earthquake,
prompt people to be more cautious about energy
security. How to reduce the potential risks of nuclear
energy and how to improve the design and operation
of nuclear facilities? These questions will receive
special attention and be studied in the coming period
in different countries. One consensus of Shanghai
Forum 2011 is that while maintaining the high

speed of economic growth, efforts should be made
by Asian countries to promote low carbonization

and to further enhance the effectiveness of carbon
reduction policies. This requires not only the
introduction of market mechanisms within the
framework of policy guidance by the government to
achieve energy conservation, but also research on
low-carbon technologies. The focus is to strengthen
the promotion and application of new technologies,
including promoting the use of industrial emissions
reduction technology, construction of new energy
power industry and smart grids, establishment

of standards for low carbon development in the
construction industry, reducing carbon emissions
from transportation, and strengthening international
cooperation in the policy-making concerning energy
saving technology.

One of the main reasons for this world economic
recession is the current irrational international
monetary system. In view of the fact that it will not
be possible for the dollar-centered international
monetary system to undergo structural changes

in the short term, we must find the endogenous
binding mechanism to ensure safe operation of the
dollar-based international monetary system. For this
reason, at the international level, IMF should play the
central role to reform the composition and function
of the SDR, turning it into the firewall to inhibit

U.S. dollar from global spreading, and encouraging
it to compete with the dollar standard as a third
party, thus effectively constraining the surplus
supply of the U.S. dollar via internal mechanism.

At the regional level, through strengthening trade-
related currency swaps, we should create a rival

to the U.S. dollar currency environment from the
perspective of regional and national groups in order
to mitigate the liquidity shock as a result of excessive
supply of dollars. At the national level, the United
States, as a note-issuing country, should shoulder
more international responsibilities and obligations.
It should be noticed that aiming at the various
problems in the U.S. financial regulatory system
during the financial crisis, the Dodd—Frank Wall
Street Reform and Consumer Protection Act was
signed into law by President Barack Obama on July
21, 2010. What impact the implementation of this
Act will bring to the financial industry needs further
observation and investigation.

Asian countries are at different stages of
demographic transition. There is a large working-
age population in developing countries, generating
the demographic dividend as well as a tremendous
employment pressure. Accelerated aging of the
population causes the undergoing major turning
point in labor markets of different countries, and
thus affects the economic patterns within countries
and even across Asia. Economic globalization has
speeded up the process of urban industrialization.
The rural population continues to flow to cities

and a large amount of resources are gathered to
several megalopolises, making them the center of
creating new jobs and promoting economic growth.
This requires governments, through a series of
institutional reforms and policy measures, to balance
urban and rural development, to reduce obstacles
to urbanization, to increase urban infrastructure
construction, to improve the quality and coverage
of public services products and to enhance the
attraction to the international capital and the
international market, forming the city environment
of inclusive development. As for China, transforming
the patterns of urban development, gradually
giving city immigrants the same citizen benefits as
city residents, improving housing and other public
policies, and actively developing public services, are
among the priorities of government administration.

The domestic problems of Asian countries, such as
corruption, poverty and unemployment, have caused
political upheaval and increased social instability,
testing the management and governing capacity of
Asian countries. Many countries are in the phase

of social transformation or system transition,

which brings about a series of social problems. The
global financial crisis further brings some countries
into the stagnation of social development and
therefore put forward new problems for future
development. Recently, Asian countries start new
reflection and exploration of development models.
Asia is expanding new fields of cooperation in
international anti-terrorism, offshore safety, climate
change etc. We should notice the differences in
national conditions as well as cultural and historical
backgrounds among countries, and realize balanced,
justified and sustainable mutual development on the
basis of peace, stability and the principle of mutual
benefit and common interest. We are convinced
that with the joint efforts of all Asian people, we can
establish a more prosperous and harmonious new
Asia. With the active participation of Asian countries
in the reform of global governance structure, we can
be sure that a more open, fair and prosperous new
international order will emerge.



WWW.SHANGHAIFORUM.ORG

SRMEFEIEUTNERAT A ESRE ML
B, HRXERFEERSRERSHE. TR
KB LERETL, WNEHRZFBORERF
RO AT AR R, M REFIEKH TS AR
B Kkt+HF, THNERBEHREFBOGTHRFER
RRIEFERNIER, EWHESBEEEEZSHRE
HIERR . XMECKIMEERRERERLR, R
FEMLET MR EIE, FHILMEFF LTI B
FREFMATRFENN . R BRIRER Rkt
FHMERE” , ERMLAEE, AINNRELRE, &
RESFREE, SREZMILR.

— RRTFHRFLM KL ROERSE

BAVAR, AR EFRE R FMIMFH
ARNREEY, 2N HEREERNERS LB
A SRR BNRZ LRI &L R HE R
ik mXHL, BERERDLEBUSIER, 250k
BEFABIFEMERKE, ERRSIULUT R,
REBTIMNNER .

F—, REZEBAYTIZMET IR ER.

RREHNERTRENERBRANKEREE,

BHRAEN T ZREFFA (REREERBEER
A) HEBEN. ilktR, HREENBNEREMT
HiE: EERH, BABHSMATRERERIFS, X
EEEARFIEESZN, ATEZRFHMLIKEE.
B2, BUNARLEEFEBFFRIEBHHBERI R —
FEREIZINRLL, hATREERUER BIRE, MMAEAR
WEEIMGS KRR TBENE S

AN RECR N 2K TS EEFEN, BYF
ZHRAREMRSE, HERBIEERNITERBRAER
HRSBENSSEANERRR: BIBRMN IR
AMBERRE, HRENGESEHNAFIZE, B
FATGABRE, HEHEZEHAL; BIEENEAE
#, EHEMEARE; BEHELRMEFHENZ
B, #nits5EFEMERNENE, BIRkEWR
Bl SEIMEVH.

B, BEEREDHEREHEFEFRFIEE.

H2008F xE 5| MK ENELUE, &
br RIS EEBNET, EREREHERBR
REORE. REENESMEIERREEIREETS
b B R RR B 30 X [ 9 2555 A HA ) T BB I BT B AR
AR FRES EL, MmikER Tt I A Aisett



vl

y—

J:¢

NS

SHANGHAI FORUM CONSENSUS

FRETEARFAY B E AR AT RS SRREFM “BR
s L.

AR HEHE BHANER, EELREAE
RAGRAEERMERNLFLF B IESTEL
BIMERMBER, MASETHEERNRITEEZ
Mo BFEEHRAEFRITHSIRNEZ MU= ERM
THREFNERHRE, MATEECTHZHATHE
A, XEERREANEEMNER S KHBERK I ERF
WRMBENSR, MMEBET B =R 585K AR
EfTde MR, R EXFHEREBRTMHTA
FHRATERTAREYE B4R KHNE. 2T L
=L, NEYHIRNEENERFRSETHERRESITE
ZHABESCRIT.

EREHEANEERMARNBRER: —2
{RfEETTEFRER R A H BN —RI N RE
EixmRAt “BHE  NEFSEERR ORI
FREMINRE, —EEI— MR “FRHRE AR
MR EHER—BRRABNEF R RIEEE
ke AVEBHNE, TERUERISETATSN
ERETERNSETNAR, TRUAERERRITNT
ERFEAEEET SORNBIML” FeERm, KA
SRR E BRI R BB 5.

B=, AREBEERARIERNZIFILK.

BELNEFRRLRE, TNERT KRG
m, EXIBAGEIEHRANARER ELFIBKNPK.
ML RERE, TNNRRRESBERNEI,
XESEMREREE. WHERERBHEEMES -
HIIX PR S N E T I K R AR T K Jud
SMERT RN B2, SRt IR A9 IRER
BHALE. NESH, RNTUEEHESR, R
TAMERRRRT SRR, BN X EHRER
Z AR AR F R BUR AT i, E2ER T I
MEFHE KN AR AN E R AR BRRERM AL M
AR ARMBMER, URIFRRENEERE D
Ho XN FREBOLEERF TUANITMNERZRT
BOMERRE . SHEN, SERZUHREITEGEE
N, BFEMRIAARSZ . RUEAEFKER
MR L. K ERSERBREZ, SIEEUXNTF
MR IR 22 s FAMBX.

AT BREITIX TP, IO E KRB IEE 5
BEEITMERFERNERE RER. SIS ER
MARLETWULRMERME, RREBEALRBEENS
EFEAEN. HLBEMA. WENAIRTOME. 5

B . EEANRAREZRKET, {BREFNHARLE
—FhER AR, KR AE T (& RIEM R A I
ME R IRERZ BB RYIR 55 AR R AU A KSR STHEXS
BRAEERERRES . EI IR R s
AFXRRERA AR AEMB ORI AR HEITE
A B RRUE;, BRABMIDNEPRE &, 4
ERARSE. MHEMMFERIT AR E0ELTIE
BAXERNIFEERE MR AREEES, THEE
BUT AT REREOR . TRERoR R a8 RER g
Zih&EtE, BUBSUHNBRIEECRDIENSG, HXE
RHEFRRF L MR PR GhEVN AR, 1
BINEREFS AR R IUR AP REN, BRI
FHIRK. BFIMRRZERAHE, SUHEF, SNE
M. HAREHIRSEE. HAFEZR, GEREE

e WM& EFEXFAZRSEHR.

T AR M A RAVERIE M E

RETF, BFHELEVHIRBER LK Z5
RAEM, BRIMNEARNERTEZ —, THBRKE
HFEARRAH A RPRIFERIIER. T ELFHE
HARRTFTMALE, ——REEDITHTEARRNLR
BEL, SPERNREMCNIELRNERIEDES
MR, FURIMMBEERREE, —RRE
HIEHERENEE, BHERENREESEMEL
PRI EEF; = 2RI RI T R fH
AREVET, LU RTINS~ 518 AR ST
iE, FFRRIBS T OHT, (RREET AR P LIS
MR, RS TREBHESE.

SR+ F I MAFERLRANTFENEFIEK,
THERFEMATILA S E RS

F—ERDPFIAAOLH. WHERADRIH
BRFLRSENEXR, HEEEXNEZER. TN
FRERAQEHNE L SEENTMNEFRENE
B, @REENTIRGARELSASEENERRERN
HEAMARERE. EREREIERES.

BN XIENA A SEH S mRAEFEENE
£, WHERNSEMRNAZTEIR? fFAAOZE
EERERNEBIMERRE, THMBREHAD
TFIRIBMEMILE,; WFEBERBEEEDAOZRL
AR EZR R, WRSTEARIZ =548 5 H ek
B, BUARIEMFEEHHANEN. SHEN, TEE
TEAREERHHNEELIEE, REfASEETTREN
FRIENEFE, UEENFEHEENGHHENENR



SRAERF AT RS IGC

FIERRAHFIBEPETHLH. BEFREEFNIT
WAFRATERRNAEMER, Bt TUrLESR
TR LR EHRETELRAETLESN
REFE, LREIERK. XUEFTHELRILE
Ffro WHRBHALFDREREE, BE, B
AT IMEZRET BRI T L RIER A RERS UL
FERITLLF?

BERTEMERETULRNAVER, £
mHERERED, THERT MR SR IR
IR R, B, & BB S8 mN™
EREE (FFalR4FMEERRE) BIRIIRA, Rt
EMBRRF L RRETS; NERETEFENTS
5, SEEZHHIS; MIBERNEE. X
b HLRESTHSIRE, (RN
S, NRERRETHRER, RIWHHAFSALRE
71, NMESIARBBERE, T8 2 A QREAITEE
2, BUXESH, BEHTHEREE, XRIkE
HTERFFENT R, RELFIRE. A HFx
R

F=R RS FIBFECIFAF. AFHEM. X
KHERE, WHEENTSENER. BEFR—,
EEIFMZEREEXR, SIEIFNALMNERFEH
AN

M 202 S0FREHF TG, M 208L250FK)F
FHFE, TN —LERRDERTHRER. REH
BATMERNIEXFESTIE, AEFTRHELREH
SRS PRM T FIERE, hAPLEARLAH R
BERMIHERREETERSR. Z—HH, SBLHt
WEIFRENT RN EERRET XU SHE, Bit, B
NH S SHE SRR L RN QFTHER, R
AEERIIM B EFRRESE DR RATE.

= THNEFSLRBESESMTE

WNEF AT F R AR KR E H a BRI N7
REMER, XE/SATHEHIMNBGLRMS, HiP
TMFE. EHAXESERFLHET.

BEZFERUERBELRXANTEORL, T
MNEREBAELEELERSH. REFES. MR
IRRR. ANEIMES T EGUIIREREIE. A,
THERALEERIGESMMESRARSET IR
Efe. BSUMZONE, UREXESENTH. %
BEENFEREIURNER “@E REERX, B

WWW.SHANGHAIFORUM.ORG

EEEE POR" RERK, HREAURELRRESR
BESHREELS.

RN E1E, TEILME EEH TN
ERPRIRAREEFENHR, HEREMERREM
RIF BT, SEXENERHNE, MASERRER
B, ATMNERGNIEMERNIRENAINIRE. HRANET
MR RMARIE, FERBRAERNEIE, FRefE
TMEESSEFFLAREBLR.

AR EBRIEREF—BIAA, KRR+F, ik
F—PRBHNHENE, TMHLREEEFNBHREE
HFAPHX M. MRAMEIE. EEIETBE. 2
EXSEFHLEEAFELR. EX IR, T
MEERBREFSESEE, SHMNLRER, #—
FRFATMALEFER, IE—NETFIZMNER
KR!




E B it iz 4 H

SHANGHAI FORUM CONSENSUS

SHANGHAI FORUM CONSENSUS (2012)

Stick to Cooperation and Creation, Push
Transformational Development, and
Create Asian Prosperity

Financial and economic crisis is spreading all over
the world, affecting every country despite their
various systems. The crisis leads to vital changes in
global economic map: Asia is playing a more and
more important role in the global economic and
political system, and has been making ever greater
contributions to world economic growth. During
2011-2020, Asian development will surely play

a more important part in the reconstruction of
global economic and political order. However, Asia
itself has many difficulties that need to be solved
and that require Asian countries to positively
promote structural transformational development,
to deepen, enrich and improve cooperation among
each other, and to provide new, sustainable force
for Asian economic development and cultural
progress. This year’s Shanghai Forum takes
“Strategy for 2011-2020” as its theme, trying to
seek wisdom and consensus for Asian development
and global recovery.

1. Basic Situation of Global and Asian Development
for 2011-2020

We think that 2011-2020 is a time for further
adjustment of the global and Asian order, as well as
a time for important opportunities for Asian rise, and
to continue positively dealing with financial crises

is still the basic challenge that Asia faces at present.
The challenge requires every country to fully play
its governmental function, to continue promoting
reform of economic system and monetary system,
to make more and more breakthroughs in fields like
energy resources, etc. and to probe a way for Asian
development.

First of all, we should bring governmental function
into full play.

The root of this crisis is Kondratiev long-term
adjustment, and the triggering mechanism is
debtors’ (American sub-prime mortgage debtors)
widespread breach of contract. After the explosion of



crisis, there are two choices that every government
over the world has: one is to refuse to bail out the
market, which may lead the crisis to depression, a
consequence that people around the world cannot
accept. To avoid depression, government needs

to bail out the market. However, bail-out policy
that government takes to protect economy from
depression may not guarantee the increase of jobs
and activate private investment, which means that
government has to depend on increasing debts to
gain capital for market bail-out.

The deepening global financial and economic
crisis urgently requires every country to enhance
cooperation and to take rational action in order to
solve grave problems which may cause the crisis to
further deteriorate: to promote free trade through
further opening-up of the market; to control
short-term capital flow through moderate capital
management; to strengthen the flexibility of social
and economic structural adjustment through reform
of education development and welfare system; to
achieve innovation through stirring entrepreneurs’
confidence.

Secondly, we should promote global economic
order adjustment through reforming international
monetary system.

Since the breakout of global financial crisis starting
in the United States in 2008, the flexibility, stability
and leading balancing function of U.S. dollar in
international monetary system has been weakened
because it is deeply caught in the “Triffen Dilemma”;
at the same time, because of the acceleration

of downward adjustment of economic cycle in
European Union and the deterioration of sovereign
debt crisis, Euro cannot take on the “currency
anchor” mechanism that the world expects super-
sovereign currency to maintain in order to support
global economy.

With the losses of global “currency anchors”, main
developed countries have to let loose various
guantitative easing monetary policies in order to
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rescue financial system and real economy, which
leads to proliferating global liquidity. The turbulence
caused by various short-term speculative arbitrages
not only gravely affects the recovery of global
economy, but also heavily attacks many emerging
economies. These countries become targets for
international hot money because of improper
financial and currency policies and suffer double
blows of asset bubbles and inflation. Moreover, east-
Asian countries like China that own large stock of
U.S. dollar and Euro capital face the risk of serious
shrinking wealth. Based on the above facts, it is

high time that we reformed the current risk-ridden
international monetary system.

There are two possible ways for the international
monetary system reform: the first way is to enable
U.S. dollar to retake its function as global product —
to provide “currency anchor” for currencies around
the world, to provide flexibility and stability function
for international financial activities; the second way
is to establish a new global currency system based
on “special drawing right” —to push over the current
international currency system and establish a new
one. It is necessary to point out that to achieve
global consensus and strengthen international policy
coordination is the primary condition whether

we choose to maintain the current international
currency system led by U.S. dollar, or we choose the
“SDR mechanism” of reserve assets which can better
reflect emerging market countries’ profits.

Thirdly, we should effectively break through restraints
of energy resources and to promote economic growth.

With the rapid development of Asian economy, Asia’s
need for energy resources greatly increase, yet, the
regional supply of energy resources fails to keep up
with the pace of economic development. Looking
from the supply angle, Asia’s energy resources suffer
both shortage of total amount and imbalance of
energy structure. The imbalance between Asian
countries’ consumption of energy resources and
supply of energy resources has to be solved through
international market. However, the energy resources
environment that international market provides is
not friendly. Till today, we can clearly see that the
severer monetary speculation in international energy
resources market and the increasing number of
carried out policies that strictly control the use of
high-carbon energy resources have already led to the
situation where a lot of profits created through Asian
economic development flow to countries enjoying
energy resources financial advantage, new energy
technology advantage, and non-coal resources
export. Such situation is a vital challenge that cannot
be ignored for the majority of Asian countries that
are developing through industrialization. At the same
time, the risk assessment of climate change shows
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that the impact of climate change upon Asia may
be much higher than upon other regions because
of large agricultural population, low intensive
agriculture production level, and lack of natural
resources such as land, water, energy, etc.

In order to effectively face such challenge, Asian
countries must choose a way for energy development
that matches the practical condition in Asia. Due

to the fact that the majority of Asian countries are
still in the process of industrialization, the low-
carbon way should be pushed forward step by

step under the condition of dynamic evaluation of
economy, social overall cost and profits. Low-carbon
economy is still a high-cost economy under current
technology development level, and the majority

of Asian countries that are in the primary stage of
industrialization still lack essential investments and
incomes to support their consumption for high-

cost clear energy. Therefore, Asia’s low-carbon
transformation should start from reform to clean
and low-carbonize the current fossil energy-based
supply system; and the next step is to welcome

the new energy revolution wave of developed
countries, taking into account the Asian reality and
the improvement of technology support, market
foundation and system design. During this process,
governments of Asian countries should endeavor

to launch multi-lateral cooperation in low-carbon
technology, energy saving technology, and new
energy technology, to establish regularized resources
environment policy coordination mechanism, to
jointly promote the development of new energy
industry, environmental friendly industry and energy-
saving manufacturing industry, to enhance Asia’s
pricing power in the commodities like energy, etc.,
and to avoid the loss of growth dividend. Resources,
environment and safety cannot be separated.
Cooperation among Asian countries can yield mutual
benefits, while separation can lead to mutual losses.
To gain mutual benefit requires consensus and
cooperation — consensus requires communication,
and cooperation needs frankness. Asian countries
need such communication and frankness.

2. Strategic Choices for Asian Development from
2011-2020

During 2011-2020, large-scale adjustment of
economy society structure and reconstruction

of regional economic relationship will be one of

the important topics for Asian development, and

as a result, Asia will play a more important role

in future world system. To better promote Asian
development from 2011-2020, we need first push
forward structural transformational development of
different Asian countries: Every Asian country should
promote its structural transformation according

to its own development stage, and push forward
the overall development transformation of Asia;
secondly, we should promote cooperation among
Asian countries, and try to establish complementary
regional cooperation mechanism; thirdly, we should
promote technological innovation of advanced
cities and regions in Asia, thus promoting Asian
economy development and construction of industry
infrastructure, and moreover, we should enhance the
growth and development of new strategic industries
and promote the restructuring of the regional
industries through continuous innovation.

In order to achieve Asia’s prosperous development
and sustainable economic increase for 2011-2020,
Asian countries need to work hard in the following
aspects:

First of all, we should make full use of demographic
dividend. The basic feature of Asian countries’
demographic condition is large population with huge
differences among countries. Change of demographic
structure of different Asian countries will lead to the
reconstruction of the whole Asian economic map,
and global manufacturing is highly possible to move
step by step to places with cheaper labor forces such
as mainland China, Vietnam, Laos and some other
Southeast Asian countries.

What action should Asian countries take in the face
of demographic structure and change of economic
structure within Asian regions? For Southern Asian
countries where population grows rapidly, it is wise
for them to make full use of their demographic
dividend; for East Asian countries that have been
facing the problem of aging population, they should
reform current labor and welfare system in order
to increase labor provision. At the same time,

they should also improve labor productivity while
decreasing its quantity through a life-long education,
so as to achieve sustainable growth by enhancing
quality rather than quantity of labor.




Secondly, we should make full use of urbanization
dividend. Industrial production based on scale
economy has endogenous requirement for spatial
agglomeration. Therefore, industrialization will surely
bring about urbanization. To promote urbanization is
not only an internal demand for industrial activities,
but also an essential condition for innovation and
sustainable economy development. Asia enjoys rich
urbanization dividend. However, the problem is that
what kind of urbanization Asian countries should take
for such rich urbanization dividend.

Learning from experience of failure of Latin American
countries’ urbanization, Asian countries should set
up more social investments for cities’ modernization
transformation during the process of urbanization.
Specifically, governments of Asian countries should
continue increasing investments in city infrastructure
(especially productive infrastructure) construction,
and provide a more effective industry development
platform; they should reduce social and economic
cost for city life and create more job opportunities;
they should increase investments in education,
culture, social, security, etc., to promote urban
culture transformation and culture integration; they
should promote compact city construction and
improve cities’ sustainable development; they should
promote free flow of population and break the
administrative barriers of population flow between
cities and the countryside. Through the above ways,
Asian countries can not only promote urbanization,
but also push forward reform and transformation of
economic system so that they can guarantee a fast
and sustainable economic development.

Thirdly, we should make full use of the system
innovation dividend. Due to different historical and
cultural backgrounds, Asian countries vary in their
transformation degree and speed, which means that
there is huge space for system innovation in Asia, and
that the system innovation dividend has not been
fully exploited yet.

Starting from the second half of the 1950s,
some Asian countries successfully achieve social
transformation. Such change happening in some
Asian countries provides system guarantee

for sustainable economy development and
continuous society progress, and provides useful
reference models for those that have not achieved
transformation yet. On the other hand, the main
reason that leads to lack of innovation of Asian
enterprises lies in culture and system. Therefore,
to activate entrepreneurs’ innovation through
culture and system innovation will become a key
to the overall improvement of Asian enterprises’
international competitiveness.
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3. Asia’s Sustainable Development Requires
Cooperation and Peace

The adjustment of Asian economic and social order
is hand in hand with stronger and stronger inner
competition and friction, which makes it an urgent
task to safeguard peace and promote regional
cooperation for Asian development.

With the deepening of economic globalization and
regional economic trade relationship, it is necessary
for Asian countries to strengthen legal cooperation in
some main fields such as economics, trade, finance,
civil and commercial affairs, intellectual property,
environmental resources and judicial collaboration.
Therefore, Asian countries need to establish systematic,
regularized multilateral mechanism in regional finance
and financial laws cooperation for stable cooperation
among countries. Means for legal cooperation can be
international “hard law” mode, or “soft law” mode, or
surely a mixed mode that effectively combines “hard
law” and “soft law” together.

To promote Asian cooperation requires every Asian
country to positively and effectively handle conflicts
during the process of adjustment of global and Asian
order, to exclude interference that may intensify
contradiction, to respect every country’s vital
benefit, to harmonize every country’s development
strategy, and to create peaceful and stable internal
and external environment for Asian development.
The experience of global and Asian long-term
development proves that only through equal, positive
and sincere cooperation can Asian countries achieve
profits as well as overall development.

Delegates of this year’s forum all agree that 2011-
2020 is a critical period of time for Asia, during which
Asia most needs to maintain regional peace, enhance
inner cooperation, push forward urbanization,

and promote sustainable development of regional
economic and social progress. In this process, Asian
countries should stick to cooperation and creation,
try hard to push forward structural transformational
development, promote Asia’s status and function in
the world, and create a time for Asian development
and prosperity.
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Shanghai Forum Consensus (2013)

Seek Consensus from Diversity, Achieve
Development in Harmony

The age is undergoing extensive and profound
changes. Asia should gain experience from history
and reality and make full use of its unique wisdom
and cultural strengths, to overcome all obstacles and
difficulties lying ahead and to pursue coexistence and
harmonious development despite our differences.
Shanghai Forum 2013, with “Asia’s Wisdom: Seeking
Harmonious Development in Diversity” as its theme,
has gathered guest in extensive discussions on
political, economic and cultural issues. The core of
Asia’s Wisdom is inclusiveness in promoting unity and
harmony in creating prosperity. Asian countries must
respect each other and gather together the wisdom
and converting it to the concepts, strategies, systems,
policies and actions to promote economic and social
development, so as to achieve sustainable economic
and social development.

1. Asia needs to be more forward-looking in leading
technological innovations.

A key factor in facing the challenges lies in
technological innovations. Asian countries should
have insights into the world technological frontier,
explore and lead the technology and application of

new energy and information, tailor the construction
of their modern energy information systems to their
regional resource endowments, and internalize
advanced concepts, technologies and institutions in
domestic or regional development, so as to nurture
the emerging industries, to create new markets

and new growth points, thus promoting sustainable
economic and social development.

2. Asia needs to be more scientific and rational in
promoting economic recovery and development.

First, Asian countries should continue to cooperate
with the U.S., Europe and other developed

countries, boost trade under the framework of WTO
international trade and investment rules of increased
trade, and deepen the international division between
Asia and other regions. Meanwhile, Asian countries
should also improve their domestic market rules

and legal systems to improve efficiency and enhance
competitiveness of their exports.

Second, in face of the challenges and opportunities in
real economy, Asian countries should enhance broad-
ranging cooperation, especially in the financial sector,



so as to improve financial performance serving the
real economy, to alleviate risk of instability in East
Asia financial system, and strengthen resilience to
external market shocks.

Third, Asian countries should enhance the level

of economic integration, taking the industrial
reconstruction, fostered by Asian Free Trade Area
and regional financial and monetary cooperation, as
the main starting point.

3. Asia needs to be more proactive and prudent in
exploring institutional changes.

First, during the ongoing process of rapid urbanization,
Asian countries need to deal with more complex
challenges brought by changes in urban management
and social life through urban management innovations
and innovations in social institutions, aiming at our
living a high-quality urban life.

Second, the fourth communication revolution,
featuring new media, has brought new and serious
challenges to Asian countries. Only by going forward
with an open mind in coping with information
technology advances and social changes can Asian
countries gradually improve regulations in news
media and management systems suitable for our
modern information society.

Third, through collaborative research and practical
experience sharing, Asian countries need to

explore their health care systems with national
characteristics, and seek fair and efficient solutions
to cope with the challenges brought to our health
systems by an aging population and chronic diseases,
which are challenges even to the entire picture of
socio-economic development.

4. Asia needs to be more patient in promoting
regional cooperation.

As to global climate issues, Asian countries should
actively seek regional cooperation, strengthen
exchanges and enhance mutual trust, to jointly cope
with climate changes in Asia and in the whole world,
and to enhance the voice of Asian countries.

As to legal cooperation issues, it is the diversity of the
legal systems in Asia that determines the diversity of
Asian legal wisdom, which provides both the bases
and the conditions for legal unification in the region.
Asian countries, on one hand, should establish

a multi-level and multi-dimensional system for
resolving disputes. On the other hand, they should
also try to promote partial unification of their civil
laws, exploring new paths to a harmonious blend of
Asian legal wisdom.
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5. Asia needs to be more flexible in promoting
regional peace and stability.

Seeking development and promoting cooperation is
the mainstream current in today’s Asia. To resolve
the currently existing disputes, Asian countries
should operate from the standpoint of Asia and learn
from the whole world, seek peace and autonomy

in a gradual process, cooperate to reach win-win
solutions and integration of values, learn from history
and face the future.

Asian countries should respect and follow the
common aspirations and well-being of the peoples of
Asia, seek regional universal peace, development and
prosperity and commit themselves to the resolutions
all kinds of problems.

It was generally acknowledged by the Shanghai
Forum 2013 delegates that Asia is playing an
increasingly important role in the world in facing up
to crises sweeping in from the West. Asia's future
will be as diverse and colorful as history and reality
always have been. History proves that if we want to
turn Asian dynamics to the real rise of Asia, Asian
countries must be united in seeking consensus from
diversity and achieving development in harmony.
Asian countries should fully respect the differences
between each-other, coordinate their positions and
carry out pragmatic cooperation, thus achieving
win-win situations in the economic, political, social,
cultural and environmental aspects. Asia’s wisdom
is the wealth of all the people in Asia. It is the
ideological cornerstone of Asian countries to achieve
harmonious development in diversity.
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Shanghai Forum Consensus (2014)
Initiate to Innovate and Transcend with

Asian Characteristics

A new round of technological revolution and industrial
change worldwide is coinciding with Asia’s rise, a
transformation of historic proportions. The combined
influence of economic globalization, the spread

of information technology, and the demands of
international innovation give us a rare opportunity,
and also raises serious challenges. This year, more than
700 professionals and practitioners from government,
business, and academia gathered for an engaging
discussion around the theme: “Asia Transforms:
Identifying New Dynamics.” Transformation is

a decisive driving force for sustainable, healthy
development in Asia. Only by seizing the initiative can
we take the lead in realizing prosperity.

Technological innovation

In order to coordinate robust, balanced growth,

we must accelerate knowledge production and
technological innovation. By consolidating the benefits
of the new technological revolution and industrial
development we can hasten the transformation of
economic development models, adjust the structure of
industry, and establish new social space for production

energies. Technological breakthroughs can bring new
vitality to our economies, spur social advancement,
and raise the quality and efficacy of development.

Open to change

Guided by changes in thinking based on practice,

we can improve our conception and models for
development. Emphasizing a more systematic,
comprehensive, coordinated, approach requires a
more organic combination of economic social, political
cultural, and biological aspects. We will continue

to encourage bold breakthroughs and ambitious
experiments to continuously deepen reform and
opening, going from the readily achievable to the
more difficult, core issues. By improving production,
making strategic adjustments to economic structure,
and releasing the dividends of reform, we can uncover
the true potential of Asia’s transformation.

Good prospects for mutual gains and win-win
opportunities will be formed through our continued
efforts to explore new ways of thinking, common
interests, and regional openness. Regional trade



facilitation will be promoted through more substantial
measure to opening and active promotion of the
Northeast Asia FTA; establishment of the ASEAN
Economic Community will advance regional
economic integration and more broadly increase the
competitiveness of Asia’s transformation.

Peaceful cooperation

Asian states should persevere in their efforts to learn
from the past, look towards the future, treat neighbors
as friends and partners, increase political trust, cast
off prejudices, and shelve disputes. They should share
responsibility, pursue mutual development, resolve
disputes through dialogue, and manage conflicts
through negotiation. Respect for each country’s
individual choices regarding development path and
search socioeconomic development model is key,
while the restraints of political and historical factors
should be minimized. A peaceful environment for
development and Asia’s transformation can further
be built through common efforts to address various
threats and challenges.

All nations are in the same boat together, sharing
the same concerns as well as the same goal of our
peoples” well-being. Focusing on commonalities,
deepening cooperation, and developing cooperative
exchanges between national governments, political
parties, and civil society at all levels is imperative. The
road to Asia’s transformation lies in seeking common
space for development and substantive cooperation
in economics, politics, technology, education, and
cultural areas to name a few. We will continue to
explore pathways for communication, coexistence,
cooperation, and mutual gains.

Environmental protection

Asia’s transformation depends on addressing the high
levels of pollution, resource depletion, and emissions
that threaten to derail our development. We must
prioritize the environment and conservation efforts,
guided by the principle “protect while developing
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and develop while protecting.” This principle serves
to consolidate and strengthen the foundation for
Asia’s sustainable, balanced economic development.
In order to do so, we will utilize the most advanced
technologies for developing sustainable energy
sources. We will pursue strategies for economic
development, resource conservation, reducing
consumption, and environmental protection
concomitantly. In addition, we will streamline the
production-transportation-consumption process and
explore renewables and resource reclamation to the
fullest extent.

We must seek inclusive development, which means
respecting the development rights of all countries’
people as well as the responsibilities, opportunities,
and benefits that come with it. All Asian countries
must persevere in taking people as the basis, and
peoples” well-being as the priority. Together, we
should address food security, resource security,
climate change, natural disasters and other issues. In
this way, we may realize mutual gains and ensure that
all people benefit from Asia’s transformation.

The delegates of Shanghai Forum 2014 universally
acknowledge that, faced with the layered
complexities of international development, Asia
remains the driving force of global economic growth
and an important source of stability. The region
should strengthen development, and at the same
time, increase the breadth and depth of integration
between the regional transformation and global
benefits. Doing so requires breaking free from
tradition, answering the call of the times, adhering
to the correct path, and thoroughly promoting the
transformation. By innovating and transcending the
already rich experiences of a transformation with
Asian characteristics, the region can bring prosperity
not only to all Asian countries and people, but also
promote sustainable development worldwide and
once again reinvigorate the global economy.




