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BEIJING—China put its stamp on the world order over the weekend by launching an
infrastructure bank aimed at increasing its soft power and offering a new vision for
global development not led by Washington.

A little more than two years after Beijing floated the idea of a China-led development
lender, the Asian Infrastructure Investment Bank was inaugurated with fanfare
including a countdown, videotaped fireworks and the unveiling of a large, symbolic gold
orb as President Xi Jinping and Premier Li Keqiang presided over separate ceremonies.

The bank’s board of directors, led by an urbane former Chinese Ministry of Finance
official and representatives from 12 member nations, held its first meeting Sunday.

In moving from concept to practice, the bank also confronts the high bar it has set for
itself: promising to shake up development finance by being more efficient in lending
than the World Bank and other well-established peers, while maintaining international
standards for transparency and probity.

“It’s been a triumph for them, so I think it’s all right for them to take a bit of a victory
lap,” said David Dollar, a fellow at the Brookings Institution, a think tank in Washington.
He is also a former U.S. Treasury official in Beijing and a nonpaid adviser to the new
Chinese bank. “But what they’ve done so far is relatively easy compared with what
comes next.”

The bank, known as the AIIB, is starting out with $100 billion in capital and was
conceived as China’s answer to the World Bank and Asian Development Bank,
institutions dominated by Washington and Tokyo, respectively. The AIIB has delivered a
propaganda coup for China by attracting 57 founding members, far more than expected,
including such U.S. allies as the U.K., Germany, France and Australia.

Chinese leaders and officials have said the new bank will complement and improve on,
rather than upend, the global order in which it is a stakeholder. In the past week, the
World Bank named Chinese finance ministry official Yang Shaolin to a top job, following
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The Asian Infrastructure Investment Bank promises to be more efficient than peers such as
the World Bank
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the International Monetary Fund’s decision in late November to add the yuan to a
basket of global reserve currencies.

AIIB President Jin Liqun said last month that the bank “will help contribute to a general
improvement in standards, a race to the top if you like.”

Still, a jockeying for influence with Washington has been an animating force behind the
AIIB, according to foreign policy and international finance analysts. Beijing tried
unsuccessfully for years to increase its voting power at the World Bank and IMF over
congressional opposition.

The new bank comes online as China is ramping up an ambitious plan to finance and
build roads, ports, rail lines and other infrastructure throughout Asia and as far afield as
Africa and Europe. Also, the U.S. and China are promoting different trade agreements in
the Asian region. Washington has inaugurated the 12-nation Trans-Pacific Partnership,
which doesn’t include China, while Beijing favors the Free Trade Area of Asia Pacific,
which has so far failed to gain traction.

“More funding for infrastructure will help the poor, and we are pleased to be working
with China and others to help the AIIB hit the ground running,” said World Bank
President Jim Yong Kim in June.

As it begins financing projects, analysts said, the AIIB will need to show it can operate
without employing some of the practices that have undercut China’s reputation at home
—including corruption, environmental blight, forcible relocations and top-down
decision-making that disregards local interests.

It also needs to show its independence from Beijing by, for example, staying away from
projects designed to support Chinese companies and foreign-policy objectives, they
said. In 2009, China attempted but failed to block an ADB flood project in India’s
northern Arunachal Pradesh state, part of which China claims.

Aware of the reputational damage that could
follow early missteps, the AIIB has vowed to
start out co-financing existing World Bank
and ADB projects while it builds staff and
experience. The bank plans to lend some $1.5
billion this year.

“Their most important audience will be their
57 shareholders and how much the one big
shareholder can convince the other 56 that it
is truly multilateral,” said Scott Morris, a
fellow at the Center for Global Development
and a former Treasury undersecretary of
development finance.

Though Beijing maintains effective veto
power with the largest voting share at more
than 25%, the AIIB’s Mr. Jin has repeatedly
said the bank will represent the interests of
members by consensus. Mr. Jin is a well-
respected former senior Ministry of Finance

official with experience at the ADB and World Bank who quotes Western literature and
answers reporters without cue cards.

Optics, however, sometimes show the nuanced interests Mr. Jin will have to balance. At
a meeting after a signing ceremony in April, Mr. Jin sat with other Chinese officials
rather than with the AIIB’s international shareholders, said an attendee. An AIIB
briefing in July for foreign diplomats was hosted by a top Communist Party office,
where Mr. Jin was introduced by a party official who ran the meeting.

Newborn Development Bank
The Asian Infrastructure
Investment Bank was launched
just over two years after it was
conceived.
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At a news conference Sunday, Mr. Jin declined to comment on the likelihood of Taiwan’s
gaining AIIB membership in the wake of Saturday’s landslide victory by the
independence-leaning Democratic Progressive Party, saying it was inappropriate to
speak about noneconomic issues.

A well-functioning AIIB will boost China’s soft power, especially if it lives up to its goals
for financial transparency, environmental protection and efficient decision-making,
said Hong Kong University of Science and Technology professor Ding Xueliang. But it
won’t reverse far larger negative global impressions related to territorial disputes over
the South China Sea or cyberhacking, he said.

“In other areas, the idea that it will commit itself to the international governance to
enhance its soft power, that’s a difficult and remote possibility,” Mr. Ding said.

Write to Mark Magnier at mark.magnier@wsj.com
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