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Shanghai Forum Consensus 2008: To Promote
Asian 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 gcal of increasing social wealth through the emancipation and
development of productive forces and the optimization of resource
allocation. Inplementation of this transiion 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 indispotable advantages over a
planned cconomy 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
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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
pgovernments 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 contrellability, 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
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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 managec 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.
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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 pecople 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
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systematic and complicated, and it would thus be impossible to cffect
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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