Welcome to
the Asian century

To friend and foe alike, the US appears
tey b the unchallenged power in the world.
The French call the U.S. a hyperpower,
Meoconservatives helieve it is a new Rome,
Bul both greatly exaggerate ULS. preemi-
nence—and its staying power. American
power rests mainly on advanced technology,
which is increasingly available 1o the whole
waorld. While the economies of China and
India are considerably smaller than that of
the LS., China is likely 1o overtake and
India to equal the LLS, economy in size by
mid-century, And as the world's economie
center of gravity shifts to Asia, U.S. pre-
eminence will inevitably diminish,
Measured in comparable units of pur-
chasing power, the LLS. economy, at $10.7 trillion, is currently
almost twice the size of China’s (56.3 trillion) and three
times the size of India’s ($3.6 trillion). The much higher ULS.
per capita income, almost eight times that of China and
roughly 11 times that of India, is partially offset by the much
larger populations of the two Asian countries. Bur with per
capita incomes in China and India likely to grow more rapidly
than in the LS., thus narrowing the large gaps in living stan-
dards, both Asian economies will eventually surpass the LLS.
When poorer countries
like China and India are
relatively well managed
politically and economi-
cally, they tend to grow
maore rapidly than richer
countrivs, The poorer coun-
tries have an advantage of
relative backwardness, in
that they can import the
know-how of the leading
ceonomies. That occurs
through the importation of
capital, flows of foreign in-
vestment, and the training
of scientists and engineers.
Technological catch-up af-
ter World War 11 enabled
Western Europe to narrow
the income gap with the
U.S. and let the poorer
countries of Southern Eu-
rope (Greece, ltaly, Por-
tugal, and Spain) narrow
the income gap with their
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Technological cateh-up can be frustrated
if @ lagging country is politically unstable or
economically mismanaged. That was the
case with Eastern Europe, which Languished
under communism. Similarly, both China
and India squandered the chance for rapid
economic growth in the frst decades aller
Warld War 11 becavse of Mao's commu-
mism and MNehru's socialism. The trigger for
rapid catching up in China was Deng Xiao-
ping's liberalization of the economy begin-
ming in 1978; in India it was Finance Min-
ister Manmohan Singh's dismantling of the
so-called license raj beginning in 1991,

Now both ceonomies are soaring, China's
aggregate GNP has grosn by about 109 4 vear since the late 19705
and India’s has grown by about 6% a year since 1991, compared
wilh annual TS, cconomie growth of about 3.5%. Ching's amd
India’s soaring growth rates will decline as the income gap with
the LS. narrows. The closer both eountries come to the techno-
logical levels of the ULS. and other rich countries, the fewer op-
portunitics there will be to import technologieal know-how. The
slowdown is likely to be gradual, however, $o both countries, and
others like them, will have economic growth greater than that of
the LLS. for decades to comee.

Econometric evidence
suggests that when the in-
come gap hetween China
and the LLS, narmows by half,
China's growth advantage
will decline by about 1.4 per-
cenlage poinls per year
China’s per capita income is
currently about 13% of that
of the U.S., and per capila
GNP in China is growing
about 4.6 percentage points
per vear faster than in the
LLS. %o when China's per
capila income reaches 2650
of the LS, level, the annual
growvth advantage should fall
to aboul 3.2 percentage
points. Still later, when
China's per capita income
level reaches about halfl the
LLS, level, China's growth
advantage will he about
1.8 percentage points.
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Extrapolating based on this rule of thumb,
China would reach about hall the US, per
capita income level by the year 2050, while
its projected population of some 1.4 hillion
will be about 3.4 times the US. population
of abrout 400 million, At that point China's
GNP would be about 73% larger than that
of the ULS. By a similar caleulation, assum-
ing that India’s annual per capita income
growih now exceeds the LLS.
rate by about four percentage
points, India’s per capita income
woukd reach a litthe more than a
guarter of the U.S. level by 2050,
with a population nearly four

years: China's scientists used a traditional
herbal remedy to develop antimalaria
drugs that will save the lives of millions of
Africans and Southeast Asians, 1§ wdeo-
logical and religious opposition 1o stem-
cell and other biotech research in the
LLS. stands in the way of progress, an ca-
ger scientific community in Asia could
quickly surge ahead in that field.

Economic eclipse

Projections based on current per capita growth rates of
1.7% for the LS., 6.3% for China, and 5.6% for India.

GNP (i purchasing-power parity]

times as large, leading to an
overall economy about the same
size s that of the US,

Of course war, disease, polit-
ical instability, and even less tu-
multuous economic blunders or
shifis in population patterns can
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play havoe with such projections,
Yet the trends strongly suggest a
future decline in the relative im-
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portance in the world of the US.

economy and its eclipse in size
by China and perhaps India.
The prediction is undergirded by the clear
evidence that China, India, and other fast-
growing Asian economics are devoling a ris-
ing share of national income to R&D, as they
need to do to cateh up technobogieal by
Moreover, the LS. is facing not only the
rise of China and India but also the rise of
an integrated Asiun ecconomy that links
southern Asia, Southeast Asia, and north-
eastern Asia. Countries throughout Asia are
working hard to overcome past stralegic an-
imosities in order o create increasingly in-
tegrated flows of merchandise, finanee, and
technology. On the basis of current trends,
and as avery rough estimate, this integrated
Asian cconomy could reach about half of
world GNP (up from a current one-third),
with about 60°% of the world’s population,
The US. share of world population will re-
main about 35, which means its overall eco-
nomic weight could slide [rom more than
ane-fifth of world GNP today in purchasing-
power terms o perhaps half that by 2050,
From an economic point of view the LS,
ig likely to be a heneficiary of this process,
just as it was g beneficiary of the recovery
of Western Europe’s economy after World
War 1. ULS, consumers will benefit from
a dazzling increase in the variety of Asian
products at low prices. The world as a
whole will benefit from an acceleration of
scientific and technological advances com-
ing from Asia. One dramatic case in recent

From a political point of view, the vain-
glorious vision of the LLS. as the new Rome
will be dashed. We got o small glimpse of the
coming LLS, eclipse this fall, when President
Bush traveled to Asia for an Asia-Pacific
economic meeting. The LS. tried to find
Asian allies to hash China over its exchange-
rate policies but found no takers, as the other
Asian countries sided with China. China's
economic diplomacy has already trumpec
that of the LS., since China'’s Astan neigh-
bors clearly understand that China is their
engine of growth.

Of course the developing countries of
Axia could stumble on their way 1o prosper-
ity, and some ULS. strategists harbor hopes
that Asia’s dynamic rise can somehow be
contained, Yet we are so interconnected in
our fates thal any serious Asian crisis would
almost surely enmesh the whole world, in-
cluding the ULS., in dire troubles, Mor could
America’s 40 million population by mid-
century have a prayer of containing Asia's
five billion people. Assuming Asia's contin-
ued cconomic success, the 218t cemtury could
wall be a period of unprecedented prosper-
ity and scientific advance, bul one in which
the LIS, will have 1o learn to be one of many
successiul coomomices rather than the workd's
indispensable country, @
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