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About Innovations for Peace and Development (IPD)
Innovations for Peace and Development (IPD) was launched at the University of Texas at Austin in January
2013. IPD’s mission is to provide a space for interdisciplinary, policy-relevant research on global conflict, foreign aid and poverty alleviation. At its core, IPD provides mentored research opportunities for graduate and
undergraduate students. We are very proud that since our start over 130 students have been involved with
IPD, as student researchers, summer interns, and graduate research fellows and assistants.
In its first two years of operation, IPD has already had widespread impact on both academic scholarship and
policy. Our aid geo-mapping work has been featured in high profile forums, including the World Bank and IMF
Annual Meetings. IPD’s work on climate change and development aid has contributed to the climate finance
tracking policies and practices of the Multilateral Development Banks and the new Adaptation Finance Tracking Initiative. Most recently, our new initiative to provide robust impact evaluation of United Nations Peacebuilding activities in Burundi was received with wide acclaim at the UN headquarters in New York, and the
USAID headquarters in DC.
Our work is supported by several prestigious grants, including a $25 million USAID Higher Education Solutions Network collaborative partnership with AidData, Development Gateway and ESRI; the Swiss Network
for International Studies; and two U.S. Department of Defense Minerva Initiative awards. Under the auspices
of our most recent Minerva award of $1.9 million, IPD will be working with the Robert S. Strauss Center for
International Security & Law, the University of California-Berkeley, the University of Sussex and Development
Gateway to study the root causes and responses to complex emergencies in South Asia.
IPD students have immersed themselves in important research and managed their own projects. We have
also taught them valuable skills, ranging from geographic information system (GIS) mapping to randomized
experimental methods. In turn, IPD student researchers have participated in internships with prominent agencies such as USAID and AidData in Washington, DC, Williamsburg, VA, Ethiopia, Uganda, Senegal, Haiti,
Mexico, Nepal and Timor-Leste. And our students have also contributed to numerous publications and public
presentations, including at the G8 Food Security Summit and at USAID’s TechCon.
We are especially grateful for the support provided thus far by the LBJ School of Public Affairs and the UT
College of Liberal Arts, especially the Department of Government, Liberal Arts Honors and Plan II. We look
forward to expanding our scope of work, fundraising activities, faculty participation, and membership of UT
students moving forward.

Dr. Michael Findley
Department of Government

Dr. Catherine Weaver
LBJ School of Public Affairs
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Executive Summary
The Asian Infrastructure and Investment Bank (AIIB) is a multilateral development
bank created by the Chinese and intended to improve infrastructure, connectivity and
the economy throughout Asia. The AIIB was first proposed in 2013, signed its Articles
of Agreement in December of 2015 and “opened for business” on January 16, 2016.
China itself has been a recipient of foreign aid over the past century, but their receipt
of aid has dropped dramatically over the past ten years, from $1.3 billion in 2003 to
only $12 million in 2011. With its rapid economic development over the past two decades, China is now able to reciprocate the lending it once relied on and is now working toward leading the development agenda in the Asian region.
Controversy has surrounded the introduction of the AIIB into the international sphere.
This controversy has primarily been propagated by American officials who claim that
the AIIB is a vessel for the Chinese Government to garner influence throughout the
world and disrupt the current international order. Further, US officials have expressed
concerns about a lack of transparency in the AIIB’s governance and project management and have decried that development projects managed by the AIIB will be bad for
the environment. Despite that call by the US Government for allies to reject the AIIB,
many US allies, including some of our closest allies like the UK, Australia and Canada, have become official members of the AIIB. The question now, assessing the AIIB
two years after its founding, is what China will make of its growing geopolitical power.
Will the AIIB be an instrument of Chinese foreign policy? Or a truly multilateral development bank?
Ultimately, the concerns about AIIB’s governance and transparency, have been largely
assuaged by the inclusion of European and South Korean leaders in the AIIB’s management team. The AIIB has also partnered up with US and Japanese backed development bank - the World Bank and the Asian Development Bank (ADB) – in order to
co-finance infrastructure projects in Asia. In terms of environmentally-friendly projects
and practices, however, the jury is still out. Although, AIIB President, Jin Liqun, has labeled AIIB’s strategy as “Clean, Lean, and Green”, it is yet to be seen how these
claims will play out in practice. The AIIB governance team laid out a detailed Environmental and Social Framework (ESF) in 2016, but adherence to those guidelines has
already been questioned by a number of civil society organizations.
In an effort toward diplomacy and inclusion, China will be hosting the first ever Silk
Road Summit in Beijing this month, May 12 – 15. Despite China’s hopes for participation from Western countries, it appears only one member of the Group of Seven (G7)
has confirmed attendance so far – Italian Prime Minister, Paolo Gentiloni. This event
has been labeled “China’s most important diplomatic event of the year” and is a clear
signal to international community that China is making a pointed effort to increase its
presence, influence and importance in the international system.
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Introduction to the AIIB
The Asian Infrastructure Investment Bank (AIIB) is a multilateral financial institution
which aims to improve infrastructure and contribute to economic development in the
Asia-Pacific region. The AIIB currently has 52 founding members, of which 35 are regional and 17 are non-regional. There are currently 18 prospective members, seven
are regional and 11 are non-regional. Recently the AIIB approved 13 new applicants
including Canada, Belgium, Ethiopia, Hungary, Ireland, Peru, Republic of Sudan,
Venezuela, Hong Kong, Afghanistan, Armenia, Fiji, and Timor-Leste. This is the first
time that the AIIB has welcomed new members since its inception.
With the recent approval of three loans, AIIB total lending now amounts to over $2 billion. The first project is a $125 million Indonesia Dam Operational Improvement and
Safety Project Phase II, and is co-financed with the World Bank. This dam improvement project will help increase infrastructure safety and operations, protect from dam
failure, and enhance reservoir operations to improve water delivery. The second loan
is a $100 million Indonesia Regional Infrastructure Development Fund which aims to
facilitate financing to meet the local infrastructure gap. This project is also co-financed
by with the World Bank. The third project is a $60 million Bangladesh Natural Gas Infrastructure and Efficiency Improvement Project, co-financed with the Asian Development Bank. This project aims to avoid a gas crisis by diversifying the nation’s gas
supply through imports.
The AIIB has an
authorized capital stock of $100
billion, which is
divided into
shares of
$100,000 each.
The country’s
with the highest
percentage of
shares are China
(30.34%), India
(8.52%), and
Russia (6.66).
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AIIB: A year into its existence, how ‘Clean, Lean, and
Green’ is it really?
At its founding in 2016, the Asian Infrastructure Investment Bank (AIIB) promised
to be a new kind of multilateral lending institution, focusing on international collaboration and paying more attention to social and environmental issues. Now, over a year
after the bank opened its doors, critics question how well it has upheld its “Lean,
Clean and Green” operating model, which was promised in its Environmental and Social Framework (ESF).
Around the world, many worried the AIIB would be a way for China to impose its
power over the regions, and could pose a threat to other multilateral banks, such as
the U.S.-led World Bank, or the Japanese-headed Asian Development Bank (ADB). In
fact, the AIIB seems to fall right in line with China’s “One Road, One Belt” foreign policy, which focuses on increased Chinese involvement in global affairs and international
development. However, as the bank has expanded, over 56 countries have joined,
and over half of the board of directors hail from the Middle East or Europe, putting to
rest some of the fears of a Chinese hegemony.
During the AIIB’s fifteen-month participatory process in 2015, Jin Liquin, the current president explained the bank’s operation model: "Lean is cost effective; clean,
this bank will have zero- tolerance on corruption; green means it's going to promote
the environment”. As we have seen in its first year of operation, the Asian Infrastructure Investment Bank has certainty moved efficiently, co-funding over a dozen infrastructure investment projects with ADB and the World Bank in southwestern Asia, as
well as central Asia and the Middle East.
However, critics have begun to question if this seemingly efficient (Clean) and
cost-effective (Lean) bank has had to cut some corners on its “Green” goal to achieve
the other two pillars. Some civil society organizations (CSO) say the AIIB is already
failing to meet basic environmental regulations in their first series of projects. They also are critical of the AIIB’s ESF despite its multifaceted and influenced creation. In response to this criticism, Yuanjiang Sun, an AIIB spokesperson highlighted the bank’s
infancy and promised that the AIIB is working to improve their standards. With just
twelve approved projects still in their preliminary stages, CSOs and the international
community might have to wait to judge AIIB’s commitment to protecting the environment and upholding social regulations.
As they wait, CSOs should closely follow the AIIB and their promises of transparency
and accountability while influencing the bank’s priorities and commitment to their
“Clean, Lean and Green” operational model. Groups like the NGO Forum on ADB are
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shifting their focus to the
AIIB. These civil societies can use their own
catalogues of environmental and social standards to monitor AIIB
funded development
projects. In order for civil
society to track the
AIIB’s ESF commitment,
it is crucial that the AIIB
is transparent and provides project documents
to the public. The ESF
specifically outlines the
AIIB’s desire to integrate
environmental and social respect into all decision-making processes. Further, the bank promises to provide
frameworks for public consultation and to disclose environmental and social information related to their projects.
So far, all twelve of the approved projects have project documents available on
AIIB’s website, including the most recently approved infrastructure projects: the Bangladesh Natural Gas Infrastructure and Efficiency Improvement Project and the Indonesia Regional Infrastructure Development Fund Project. Many of these projects are cofunded by either the World Bank or the ADB. The AIIB chooses to employ the environmental and social frameworks established by these experienced MDBs. Each of
these project documents are detailed and provide budget outlines, financial commitment and loan types, implementation contact information and impact evaluations, a
few measures of MDB documentation transparency. For CSOs concerned with the
AIIB’s respect for environmental and social regulations, related impact appraisals are
outlined in the projects. As the bank grows and moves forward with these projects,
CSOs should continue monitoring the availability of project documents and the quality
of the information provided.
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AIIB and the Liberal Order
Since the end of World War II, U.S.-led international institutions have played a major
role in establishing and governing the international order. This post-war order has
come to be known as the “liberal order,” for its promotion of global free trade and liberal economic policy. Yet a growth spurt in Chinese economic and geopolitical power is
challenging the status quo. How will China participate in or alter the existing international order? What can we learn about China’s new approach to international institutions from its newest innovation: the Asian Infrastructure Investment Bank (AIIB)? The
AIIB illustrates that Chinese foreign policy is strategically divided between folding into
the existing liberal order and revising the balance power.

The Asian Infrastructure Investment Bank (AIIB) represents a
major innovation in Chinese foreign policy. To understand the
growing significance of the Bank,
we need to examine the AIIB within the greater Chinese foreign policy objectives. In their Brookings
report on Chinese institutional
statecraft, John Ikenberry and
Darren Lim argue that Chinese
foreign policy is twofold: to increase engagement with current
international institutions and to
lead new international institutions.
Of the latter strategy of innovation,
the AIIB is the most prominent example of Chinese institutional statecraft.
As China rises in power, Ikenberry and Lim ask whether China will become a stakeholder of the liberal order, or seek to undermine it. A strategy of undermining liberalism
is what Ikenberry and Lim call a counter-hegemony strategy, which entails the strategic opposition to the U.S.-led political and economic order. What would the function of
the AIIB be within a Chinese counter-hegemony strategy? The U.S. did, indeed, initially perceive the AIIB as counter-hegemonic when it was first founded. Policymakers in
Washington believed the AIIB was built to undermine U.S.-led institutions such as the
World Bank and International Monetary Fund (IMF). From the onset, the U.S. refused
to join the bank and attempted to dissuade its allies from joining. The U.S. diplomatic
opposition to the AIIB failed, the Bank was successfully established in 2015, and
many prominent U.S. allies joined the AIIB, including the U.K., France, Germany, Canada, Australia, Israel, South Korea, and others. Two years after its founding and the
U.S. diplomatic failure that followed, we can reevaluate the nature of the AIIB. Did the
U.S. rightly perceive the AIIB as an instrument of counter-hegemonic Chinese foreign
policy? Or does the AIIB aim to fold into the liberal order? How multilateral is the AIIB,
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China is certainly not a liberal power, yet the AIIB shows that Chinese foreign policy is
oddly liberalizing faster than its domestic policy. The ideologies and experience that
World Bank economists bring to the AIIB and its board of directors place China in a
new relationship to the world. These liberal influences have strongly influenced the
design of the Bank, and put China at the head of a liberal international institution. A
traditionally inward foreign policy is beginning to turn inside out, offering China the opportunity to redefine its relationship to the world. An example of this is how the AIIB allows China to deepen its engagement with global issues such as the environment.
The AIIB may play a major role in environmentally-conscious infrastructure finance
(see the “Clean, Lean, and Green” article in this Edition). Though led by an illiberal
power, the Asian Infrastructure Investment Bank promises a liberal international institution in line with its peer institutions, the World Bank and the IMF.

Had Hillary Clinton become U.S. president, U.S. foreign policy towards the AIIB might
have looked starkly different. When Secretary Clinton led the State Department, she
appointed Kurt Campbell as Assistant Secretary of State for East Asian and Pacific Affairs. Under the Obama Administration, Secretary Clinton and Assistant Secretary
Campbell helped design and implement the Pivot to Asia policy, an attempt to rebalance U.S. Foreign Policy away from the Middle East and to the Asia-Pacific. The
strategy was quickly perceived as not merely rebalancing away from the Middle East,
but balancing the rise of China. On the Hillary Clinton campaign trail, Campbell was
speculated to be a prime candidate for Secretary of State, and under a Hillary presidency, both Clinton and Campbell might have aimed to balance the AIIB’s growing influence in the Asia-Pacific. But before such a “Pivot the AIIB” policy could be implemented, Donald J. Trump was elected 45th U.S. President. Trump’s hostility to multilateralism gives China a window of opportunity that it likely would not have had under
a Clinton presidency. The Trump Presidency may hand the AIIB a unique opportunity
to become a leading a institution in the Asia-Pacific and beyond. The U.S. Pivot to
Asia is replaced by Xi Jinping’s Pivot to Asia, of which the AIIB is the central pin.
The AIIB represents a major innovation in Chinese foreign policy, and raises many
questions as to Chinese long-term strategy. Is the Bank meant to counter U.S. hegemony? The design and membership of the bank point to a truly liberal international
institution, putting China in a new relationship to the world. Add to that the crumbling
of U.S.-led liberalism under President Trump, and China is offered a window of opportunity to grow its geopolitical reach. Through the AIIB, China may achieve both China’s status quo objective of deepening engagement with the current liberal order, as
well its revisionist objective of building greater geopolitical strength in the Asia-Pacific.
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New Silk Road Summit
Touted as “China’s most important diplomatic event of the year”, the New Silk Road
Summit to be held in Beijing May 12-15, has gained a lot of mixed press as the date
draws nearer.

On April 26, Reuters published an article stating that top leaders from Western countries would not be in attendance for the upcoming summit.
The South China Morning Post, however, reported that Toshihiro Nikai—the second
ranked official in Japan’s Liberal Democratic Party—will be in attendance at the summit. One day later, Reuters announced on April 26, that Germany’s Economy Minister—Brigitte Zypries—is also scheduled to attend the high-profile summit. The presence of Zypries is a positive sign in several ways. First of all, Chinese sources expressed their desire that several Western countries be in attendance. Secondly, with
both Germany and France in the middle of elections around the time of the summit, it
was highly doubtful that they would send any representative, if at all.
When news of the summit was initially released, Italian Prime Minister—Paolo Gentiloni—was the only member of the Group of Seven (G7) to schedule his attendance.
There were some initial reports that the lack of participation by more Western member
countries could potentially cause some frustration on the part of China. As the rising
economic superpower continues to assert more dominance on the global scene by
pushing forward its ambitious initiatives, China is sensitive to how its actions are perceived by Western audiences, particularly since many countries perceive accuse
speculate that China is trying to flex its “Soft Power”. The attendance of both German
and Japanese officials will therefore be very welcomed at the summit.
At its inception, the AIIB was met with many mixed feelings. Although many members
states signed on to join the bank, key international players-the United States and Japan-both abstained from joining. The AIIB has cooperated with the Japanese-led
Asian Development Bank on its first few projects, however, there has been little indication that Japan would be interested in joining the AIIB.
Bearing this in mind, it will be interesting to see what sort of dialogue takes place on
the part of Japan’s Toshihiro Nikai at the summit.
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Conclusion
As the AIIB launches its projects worth more than $2 billion in Asia, the international
community is diligently watching to see if the Chinese-led development bank will adhere to international standards of transparency and environmental consciousness.
The participation of its 52 members (with 18 more expected to be added this year)
and largely European and South Korean governance team has alleviated some of the
initial concerns that were largely vocalized by US officials upon the AIIB’s foundation
in December 2015. However, CSOs are already scrutinizing the AIIB’s adherence to
environmental regulations and are not likely to ease their criticism any time soon.

The new Silk Road Summit is an opportunity for China to display its commitment to
the current international order and its many tenets, including: good governance, transparency, and “green” practices. The attendance of Japan’s second highest ranked official, Toshihiro Nikai, and Italian Prime Minister, Paolo Gentiloni, is a good start to multinational participation, but is a long way from China’s goal of increased recognition
from the G7 and other global powers.
The question still remains as to whether or not China’s ultimate goal is change the
current balance of power in the international system. The AIIB seems to be a truly
multilateral bank — a liberal foreign policy move for an illiberal China.
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Meet the AIIB Team
James Smith is a second-year master’s student in Global Policy Studies
at the Lyndon B. Johnson School of Public Affairs where he specializes
in security, law, and diplomacy. Prior to beginning his studies at the University of Texas at Austin, James worked as an English teacher in Asia,
where he spent two years in Busan, South Korea and one year in Ayutthaya, Thailand. His interest is primarily centered on Sino-U.S. relations
and how they influence the East Asia-Pacific region. One of his focuses
is how this relationship effects the potential reunification of the Korean
Peninsula; his other areas of interest include conflict management and
disaster relief. James received his BA in French from the University of
New Orleans in 2010. He is fluent in French and proficient in Korean,
Thai, and Mandarin Chinese.

After leading the AIIB Research Team, James Smith graduated and accepted an offer to work at the Center for Strategic & International Studies (CSIS) in Washington, D.C. At
CSIS, James is working on the Reconnecting Asia project.

Sebastian De Beurs is a second-year student at the University of Texas
at Austin, with majors in Plan II Honors, Government, and History. His interests lie in U.S. foreign policy and African peace and development. This past
summer, Sebastian traveled to England to study International Relations at
the University of Cambridge. Learning about conflict and diplomacy in both
historical and contemporary contexts, he became convinced of the importance of conflict research in crafting effective U.S. foreign policy –
especially towards African nations. Sebastian hopes to one day work as a
policymaker or researcher in international peace and development. Sebastian speaks Dutch, French, and some German and Afrikaans.

Elizabeth Teare is a third-year student studying International Relations
and Rhetoric in the Liberal Arts Honors Program. She focuses on the Middle East and the French language within her studies. Currently, she interns
at Texas Monthly and writes for the College of Liberal Arts official publication, The Liberator. Her research interests include the freedom of information and the press, development, as well as conflict and peace-building
studies.
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Sandra Schwalen is a junior international relations and German
major in the Liberal Arts Honors program. She has also pursued minors
in French and European studies. As a dual citizen of the United States
and Germany, she is interested in transatlantic relations and European
affairs. Sandra has studied abroad in France twice, at Université Jean
Moulin in Lyon in 2015 and at Sciences Po in Paris in the fall of 2016. At
the University of Texas, she has also been involved in Liberal Arts Honors Student Council, Foot in the Door Theatre Troupe and Delta Phi Alpha German Honors Society. Before working with IPD, Sandra was a
research assistant for the Texas German Dialect project under Prof.
Hans Boas in the Germanic Studies department.

Laura Richards is a dual Master's student in Global Policy Student
and Business Administration. She is from Northern California and received a BA in Intensive Psychology from UC, Santa Cruz. During her
undergraduate career worked with a women's center to develop a free
English as a Second Language course for migrant Spanish speakers in
the Santa Cruz community. For the past several years, she has been
working with foster youth with behavioral and cognitive disorders in Seattle. Laura is interested in international development, open aid data,
and women and girls' education.

Jang-Hao Huang is a senior at The University of Texas at Austin studying Economics with a minor in Business. He enjoys working on the Asian
Infrastructure Investment Bank team with IPD, which he joined in 2016. Upon graduation, he will be working in the insurance industry.
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