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Since it hosted the G20 summit and since Trump’s ascent to the US presi-
dency, China has promoted its role as a defender of free trade. In line with
European interests, China has also become a supporter of G20 attempts to
tackle the emerging crisis of globalisation. Indeed, China has many reasons
to be a facilitative player in the G20. However, its engagement entails limi-

tations for the G20 going forward.

¢ Compared to India, another emerging power, China has assumed an active role
in the G20, seeking to put its stamp on the G20 agenda and calling for the fo-
rum’s transformation from a crisis-response mechanism to one of long-term

economic governance.

e There are various incentives for China to play this role: the G20’s small but
widened membership relative to the G7, the opportunities for status enhance-
ment and for pushing global governance reforms, the loose institutional design,

and the focus on issues that China feels comfortable dealing with.

e However, China’s prospective engagement has limits. We cannot expect China
to agree to a widening of the agenda beyond financial and economic issues.
Also, it seems unlikely that China would offer the kind of visionary leadership
necessary to fill the hegemonic vacuum should the United States continue to

disengage from global governance.

e In the longer term, attempts by the G20 to tackle its perceived lack of legiti-
macy are unlikely to be welcomed by China. Calls for institutional consolida-
tion, transparency, and accountability in the move towards more representative

global institutions go against China’s key motives in supporting the G2o0.

Policy Implications

The corridor for Sino—European cooperation in tackling the crisis of globali-
sation through the G20 is clearly circumscribed: only if the G20 agenda stays
focused on core financial and economic issues will China remain a facilitative
player in this grouping. The sole way to prevent increasing tension between the
G=20’s efficiency and its legitimacy is to push for continued reforms of the tradi-
tional global institutions, allowing emerging powers a bigger say in the existing
international order. If the architecture of global governance cannot be reshaped
from within these global institutions, incentives for China to leverage its growing

stature within alternative institutions will increase.
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China, Globalisation, and the G20

At the same time as globalisation has been sliding into crisis, the last year has seen
China become one of the world’s most unswerving supporters of an open and multi-
lateral global economic order. Two recent top-level events were particularly indica-
tive of this trend. First, the G20 Hangzhou summit in September 2016 provided a
preview of China’s increasing role in fighting anti-globalist tendencies. As the hosts,
the Chinese leadership set a summit agenda that was, among other things, highly in
favour of globalisation. Second, and even more pronounced, was Chinese president
Xi Jinping’s speech at the World Economic Forum in Davos in mid-January 2017.
As the first-ever Chinese head of state to attend the annual Davos meeting, Xi essen-
tially cast himself as a staunch defender of free trade and economic openness. More
precisely, Xi sought to advocate trade and investment liberalisation while strongly
rejecting protectionist propensities elsewhere.

To be sure, Xi’s Davos speech must also be viewed in light of the rhetoric com-
ing from newly inaugurated US president Donald Trump around the same time. As
Trump repeatedly promoted his “America first” approach and voiced a clear prefer-
ence for bilateral “transactionalism,” growing fears about an impending trade war
with Washington were certainly raising alarm bells in Beijing. After all, China’s con-
tinued economic development and domestic social stability remain dependent on
the free access to world markets and the sustained inflow of foreign investment and
technology.

Against this background, it has made perfect sense for the Chinese leadership
to champion open markets and a functioning world trade and investment system, as
well as to choose the G20 as a key venue to address these concerns. Already in 2014,
the G20 was perceived “as the lynchpin of China’s involvement in global economic
governance” (He 2014a: 5) — a role that has only become more pronounced in light
of the recent crisis of globalisation.

Both China’s championing of globalisation and its choice of the G20 as a crucial
mechanism with which to do so seem to be in line with European interests. How-
ever, in order to realise the potential for Sino—European cooperation in the G20,
policymakers need to understand that China’s increasing engagement in the group-
ing is dependent on the G20’s trajectory going forward. In other words, China’s
continued active engagement will entail constraints on the G20’s institutional de-
velopment, the scope of its agenda, and the forum’s normative outlook.

This GIGA Focus proceeds as follows. It first outlines China’s role in the G20
and, in particular, highlights the gradual Chinese turn towards becoming a much
more facilitative player within this body. Next, it analyses China’s incentives to pro-
vide strong support for the G20, also contrasting China’s approach to the G20 with
its attitude towards other and related global (economic) governance formats. As
a third step, we assess the prospects of China’s future engagement with the G20
and above all examine the limits of such engagement. These findings are then dis-
cussed against the backdrop of existing tensions between the G20’s efficiency and
legitimacy (Narlikar 2017), which in the longer term are likely to grow rather than
recede. We conclude with a few policy recommendations for how to keep China

engaged in the G2o0.
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China as an Increasingly Active Player in the G20

Since the elevation of the G20 to the heads-of-state level in 2008, China’s engage-
ment in the grouping has not actually followed a linear path (He 2014b). Initially,
China assumed quite a cooperative role in dealing with the 2008—2009 global fi-
nancial crisis and certainly did its part to save the world from an even more dra-
matic global recession. However, as the immediacy of the financial crisis faded
and the G20 shifted its focus towards the issue of global economic imbalances in
2010—2011, China received strong criticism over what the United States considered
a manipulated renminbi exchange rate. In response, China adopted a more cau-
tious, and in fact defensive, stance within the G20, seeking to counter US criticism.
This turn did not last long, though. Starting from the 2013 St. Petersburg summit,
incoming President Xi began quite self-confidently to formulate China’s objectives
for the G20 moving forward. Key aspects included the promotion of global macro-
economic coordination; the maintenance of an open global trading system; and the
persistent championship of international financial reform, especially concerning an
increase in emerging economies’ voting shares within the International Monetary
Fund (IMPF).

Its hosting of the 2016 Hangzhou summit represented China’s ultimate step
into the G20 limelight. It was not only that China had decided to run for the G2o
presidency — a decision that by itself showcased China’s increased willingness to be
an active player — but also, and even more so, the fact that it had been selected host
country, which meant being able to set the summit agenda. Indeed, the Chinese
leadership put its own stamp on the agenda. China not only steadfastly defended
free trade and cross-border investment at a time of growing anti-globalisation sen-
timent, but also promoted the idea of “inclusive growth.” The latter referred to the
need to combine growth and development, which in the Chinese view should hap-
pen primarily through infrastructure investment and innovation.

Interestingly, China’s increasingly vigorous role in the G20 has been in stark
contrast to that of India (see Cooper and Farooq 2016). While both countries are
often viewed in tandem as the two emerging powers with the strongest potential to
alter the existing international order, they have frequently maintained very distinct
approaches towards global governance in general and the G20 in particular. For the
Indian leadership, a privileging of the United Nations (UN) and other formal insti-
tutions as well as solidarity between India and the Global South have unquestion-
ably taken the upper hand over the informal character of the G20. Tellingly, India
has rejected any purpose of the G20 other than that of being a crisis-management
committee in the context of the global financial crisis. Whereas India’s relation-
ship with the G20 has therefore remained circumscribed to a relatively high degree,
China has been much more adaptive and nuanced in its approach towards the G20.
In fact, China’s support of the G20 has of late gone as far as to call for concerted
action from G20 member states to make the forum “adapt itself to the needs of the
global economy and further transform itself from a mechanism of crisis response to

one of long-term governance” (Xi Jinping 2016; cited in Inan 2016).
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Incentives for China to Support the G20

There are several reasons for China’s increasingly active and facilitative role in the
G20. One significant aspect is the forum’s membership composition. Unlike the G7,
which is an exclusive club of developed countries that China regards as increas-
ingly illegitimate and outdated for steering the world economy, the G20 has opened
up to include emerging economies. Additionally, the formal equality of G20 mem-
bers makes it the only grouping concerned with global economic governance where
China and other emerging economies can actually act on equal footing with the
United States and other developed countries. Voting shares in key international
organisations in the field, such as the IMF and the World Bank, continue to dispro-
portionately favour developed countries, particularly the United States. Even after
the allegedly “historical” reform of IMF quotas in January 2016, China perceives the
organisation as heavily skewed against emerging countries.

As a result, from the Chinese point of view, the G20 represents an important
step towards China’s long-standing pursuit of a “democratization of international
relations” (Xinhua 2014) — that is, a bigger say for non-Western powers in the exist-
ing global order. Therefore, the G20 also creates opportunities for China to boost
its international image and status, as it can showcase itself as a responsible great
power and major economic actor (cf. Biba 2016a). At the same time, the G20 is an
ideal venue for China to push for further reforms in the global economic and finan-
cial architectures, without sticking its neck out alone. For instance, China has tried
to utilise the meetings of the BRICS countries’ financial ministers and central bank
governors ahead of G20 summits for policy coordination among five of the world’s
major emerging powers. This has long resulted in joint calls for global governance
reforms — for example, during the 2009 G20 London summit, when the BRICS
countries issued a joint statement in favour of IMF reform.

Moreover, China is also appreciative of several more practical aspects of the
G20. While the forum is larger than the G7, its membership is still small enough to
make it a potentially very efficient body. The Chinese leadership recognised this in
the way the G20 was able to respond to the global financial crisis. Furthermore, Chi-
na is fond of the G20’s institutional design, especially certain characteristics such
as flexibility and manoeuvrability (Li 2011). In other words, China values the fact
that the G20 is a very loosely institutionalised grouping which does not even have
a permanent secretariat, and in which an informal steering role for China seems all
the more possible. Similarly, the Chinese leadership holds positive views on the —
originally — quite narrow agenda of the G20, which has focused on issues of global
financial, and later also global economic, governance. These are areas where China
has mustered sufficient strength through the growing weight of its currency and the
enormous size of its economy to feel comfortable participating actively.

In sum, China’s membership in the G20 has not simply helped satisfy, at least
to some degree, Chinese status seeking in international affairs. It has also, and
more palpably even, helped China considerably enhance its institutional power
and influence in the field of global economic governance by means of its facilitative
participation in the organisation — and this from within the existing order (cf. He

2014a: 6).

GIGA FOCUS | ASIA | NO. 2 | MAY 2017 4



Limits to China’s Support for G20 Agenda Setting and
Leadership

While the G20 has been very attractive to China, it is certainly not the case that
China’s increasing support for the G20 is without several limitations going forward.
In fact, some of the limitations stem directly from what China values about the
G20. For one thing, we should not expect China to agree to a widening of the G20’s
agenda beyond narrowly confined financial and economic (above all trade and de-
velopment) issues. In the past, Chinese officials have been less than amused about
such changes — for example, the French presidency’s expansion of the 2011 summit
agenda to issues such as global health, labour, and agricultural production (Chin
and Dobson 2015). Furthermore, the Chinese leadership considers the much more
sensitive and controversial issues of global security and (geo)politics to belong to
the remit of the UN, where China is a veto-wielding permanent member of the Se-
curity Council. That China itself put climate change on the agenda of its Hangzhou
summit was due to the urgency of ratifying the Paris Agreement, and maybe China’s
pressing environmental concerns at home (Chin and Dobson 2015). Nevertheless,
China is clearly not interested in moving the G20 towards a comprehensive forum.

For another thing, it seems highly unlikely that China will be able, ready, or
willing to assume the kind of visionary leadership role necessary to fill the “hege-
monic vacuum” should the United States under Trump really disengage from global
governance, including the G20 (cf. Narlikar 2017). As a matter of fact, the G2o
had already ceased to be the United States’ forum of choice for global financial and
economic governance as soon as the immediate global financial crisis was over.
Meanwhile, for China part of the G20’s attraction has been that this format offers
opportunities to facilitate cooperation with the major powers, primarily the United
States. Therefore, further US indifference towards, or even complete withdrawal
from, the G20 would actually deal a serious blow to what China likes about the G20.
Moreover, while China seeks to be an “important, equal and respected partner” (He
2014a: 19) in the G20, it has no intention of playing the (sole) leading role. In the
view of Chinese leaders, China is still hampered by serious domestic problems —
including massive income disparities, a rapidly ageing population, and devastating
environmental degradation — and therefore cannot take on responsibilities beyond
its capacity. Indeed, that China is not (yet) ready or willing to lead by example is
nicely illustrated by the fact that access to China’s domestic markets remains heav-
ily restricted for foreign businesses in many ways — despite all the Chinese rhetoric
about the need for economic openness. And as a matter of fact, it cannot be expect-
ed that the Chinese leadership will give up its preference for selective mercantilism

anytime soon given China’s own ongoing economic slowdown.

Limits to China’s Support for Improving G20 Legitimacy

In the longer term, China’s engagement in the G20 might accentuate rather than
ameliorate the existing trade-off between the group’s efficiency and its legitimacy.
In tandem with the G20’s potential transformation from a crisis-response mecha-
nism to a more long-term forum for global economic governance, voices criticising

its lack of legitimacy have become louder. As early as 2009, a Financial Times ar-
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ticle demanded that “The Group of 20 must be stopped” because it violated estab-
lished principles of international cooperation (Aslund 2009). Since then, G20 host
countries have faced increasing calls to address the grouping’s legitimacy deficit,
and pressure is already growing in the run-up to this year’s Hamburg summit for
the organisers to prepare themselves for civic protests reminiscent of those at the
G7 summits (Alexander, Loschmann, and Schiile 2016). However, G20 attempts to
respond to and tackle the perceived lack of legitimacy (cf. Narlikar 2017) might ac-
tually run against the very incentives China has had for supporting the G20 format.
What exactly is at issue here, and what would tackling the legitimacy deficit imply
for China and its continued engagement?

First, what for China represents a step towards the “democratisation of inter-
national relations” — the widening of the G7 format to include some emerging non-
Western powers — is regarded by critics of the G20 as just another example of an
exclusive “club of nations“ that features a substantial democratic deficit. By mak-
ing decisions for the large majority of smaller non-member countries, the G20 has
been accused of breaching the principles of universality and national sovereignty.
“Small countries,” the scathing criticism goes, “are treated as international outlaws
for whom the self-selected G20 will make decisions — and in the name of multilater-
alism” (Aslund 2009). To address this perceived democratic deficit, the G20 would
have to clarify the rules for membership eligibility and be ready to include other
emerging economic powers. From China’s perspective, however — and more than
for most incumbent members — this would clearly reduce the opportunities for sta-
tus seeking that the G20 currently provides. The expansion of the G20 beyond the
“family picture” size and into something larger so as to appear more representative
and democratic is not an attractive option for the Chinese leadership.

Second, critics have also found fault with the G20 for lacking a transparent
institutional design and clear rules of governance (Alexander, Léschmann, and
Schiile 2016). Individual host countries decide who is invited, which issues make
it onto the summit agenda, and what is communicated to the wider public. The er-
ratic process is reinforced by the fact that within the five regional groups existent
in the G20 and which take turns at chairing the G20 leaders’ summits, negotiations
about which country will actually preside over the next summit remain rather ob-
scure. Diplomatic sensitivities between the members of the same regional group
play a role here, as do domestic events such as upcoming elections or the fiscal
capacities of individual countries. In the absence of a permanent secretariat, the
agenda and institutional course of the G20 are charted by the “Troika,” the chang-
ing three-member management group of past, present, and future chairs. While
the Troika was established to ensure the continuity of the G20’s work, the actual
summit agendas appear to oscillate between the national interests of the respective
Troika members.

To address this lack of governance rules, the creation of a permanent secre-
tariat with a professional staff and clear management routines is regarded as a pos-
sible solution. China, however, will most likely remain reluctant to advocate the
stronger formalisation of the G2o0. It is true that China has recently championed a
transformation of the G20 from a mere crisis-response mechanism to one of more
long-term governance. But this has not included calls for the deepened institution-
alisation of the forum. Rather, China sees a particular strength of the G20 in its

informal, flexible, and effective character, together with a focus on summitry. This
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institutional design is also very close to what China has grown accustomed to when
participating in regional multilateral formats centred on the Association of South-
east Asian Nations. Consequently, the Chinese leadership would prefer the G20 to
serve as a consultative grouping without strict compliance mechanisms or the au-
thority to undermine a member state’s economic policy autonomy.

Last but not least, the G20 has been criticised for its lack of accountability to-
wards more representative bodies such as the IMF, the World Bank, or the vari-
ous global governance institutions founded under the United Nations’ framework
(Alexander, Loschmann, and Schiile 2016). Attempts to increase the G20’s outreach
to these institutions, however, which have been recommended to compensate for
the lack of accountability, might again constitute a double-edged sword when seen
from China’s view. On the one hand, inviting the representatives of international
institutions such as the World Bank, the IMF, and the World Trade Organisation
(WTO) for consultations ahead of G20 summits could be a possible way out (Nar-
likar 2017). On the other hand, however, it is precisely these “old” Bretton Woods
and other international institutions which for China bear the hallmark of Western
domination. In the World Bank, the United States holds a whopping 15.7 per cent
of voting shares, while China has a meagre 2.9 per cent. In the wake of the much-
anticipated IMF reforms in early 2016, IMF voting shares have already been some-
what adjusted: 6.1 per cent for China and 16.5 per cent for the United States, as
compared to 3.8 per cent and 16.7 per cent, respectively, before the reform. But this
adjustment still is a far cry from what the Chinese leadership would deem adequate.
Clearly, the reform was “too little, too late” for China, particularly since the United
States was able to maintain the threshold of voting shares necessary to exercise a
blocking minority (Bershidsky 2015; see also Biba 2016b).

Against this backdrop, China’s active role in the establishment of the New De-
velopment Bank (NDB), which was jointly founded by the BRICS countries (cf.
Prys-Hansen and Nolte 2016), and its more recent initiative to create the Asian
Infrastructure Investment Bank (AIIB) have to be understood as a tentative vote
of non-confidence in the traditional Bretton Woods institutions. The more the
G20 reaches out to these institutions in an effort to appear more accountable, the
stronger China’s incentives might become to disengage from the G20 and shift its
commitment to those “parallel structures” designed to allow for the expansion of
its international sphere of influence outside the traditional institutions if need be
(Heilmann et al. 2014). Tackling the G20’s alleged legitimacy deficit, in other words,

might entail the risk of losing China’s engagement along the way.

How Can Europe Ensure China’s Continued Engagement in
the G20?

What do these findings imply for Sino—European cooperation in the G20 in general
and for the German presidency of the upcoming G20 summit in particular? For the
time being, there is substantial overlap between Chinese and European positions
as regards the embracing of globalisation and the G20’s instrumental role in saving
globalisation. Also, as can be seen from a comparison of the 2016 Hangzhou and the

2017 Hamburg summit agendas, both sides’ interests converge on core issues such
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as a growing world economy, open global trade, stable financial markets, sustain-
able and inclusive development, and continued climate change mitigation. How-
ever, it seems unlikely that China will be equally committed to G20 cooperation
in fields such as fighting terrorism or tackling the causes of displacement in Africa
and the Middle East, which are a focal point of the German presidency. While the
G20 agenda cannot, of course, be tailored solely to the preferences of the Chinese
leadership, German and European decision-makers could nevertheless contribute
to avoiding “mission creep” — that is, the frequently occurring inclination to bring
all possible issues to all possible platforms. In fact, slimming down the agenda
would also help guarantee the G20’s efficiency.

More generally, European decision-makers should be aware of the trade-off
between efficiency and legitimacy inherent in the G2o. If China is to continue to
play a key role in the G20, it will not be possible to reconcile the functional advan-
tages of an informal, flexible, and more or less exclusive institutional design with
the normative appeals of greater representativeness and accountability as well as
more transparent governance rules. Also, a joint Sino—European visionary leader-
ship based on a set of shared values seems to be out of the question. For China in the
G20, the normative outlook is not one of universal democratic values, but of oppor-
tunities for status seeking and for gaining institutional power and influence in the
field of global economic governance. As a matter of fact, being on equal footing with
the United States and having a clearly audible voice in this field is an integral part
of the Chinese leadership’s quest for international recognition and the legitimation
of its rule at home.

Therefore, in order to prevent further tensions between the G20’s efficiency and
its legitimacy, European decision-makers should push for continued reforms of the
traditional global institutions — even though European countries would likely be the
main losers of such reforms. Including China in the G7 is certainly not an option, as
this format has long been derided — even more so in recent years — by the Chinese
leadership as an outdated relic of self-proclaimed Western dominance in interna-
tional affairs. However, at least the “old” Bretton Woods institutions, above all the
IMF, should make sure that China and other emerging powers gain voting rights
in accordance with their increasing economic clout. As can be seen from the 2016
Hangzhou G20 summit, and others prior to it, this issue is of particular concern to
the Chinese leadership. Likewise, the WTO cannot sit out the granting of market
economy status to the People’s Republic without alienating China’s leaders. If the
traditional institutions cannot be reformed in ways that allow China a bigger say in
the international order, China will have plenty of reasons to shift its engagement to

its newly established alternative institutions.
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