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PREFACE



We learn from history that we do not learn from history.


FRIEDRICH HEGEL





 


Agaggle of students are driving at high speed to Berlin. ‘Bliss was it in that dawn to be alive, / But to be young was very heaven,’ wrote Wordsworth about the French Revolution. The poet’s sentiments captured our mood. The year was 1989. Having grown up under the Cold War’s nuclear shadow, the temptation to catch a glimpse of its physical demise was irresistible. Being students, we did not inform anyone of our absence. The instant we heard East Germany had opened Checkpoint Charlie, uniting Berlin, we were on our way. Four hours later we had boarded a ferry from Dover to Zeebrugge. Within eighteen hours we too – three boys and two girls – were chipping at that wall alongside tens of thousands of others, young and old, German and foreign. With chisels and pickaxes we made our tiny contributions to this orgy of historic vandalism. Friendships were forged with people whom we had never met, nor would again. One group of West Berliners hugged us and shared their bottle of champagne. Could there have been a more fitting way to toast the new era than with champagne from strangers? Two days later we returned to England, chronically hungover, astonished to have avoided any speeding tickets, carrying a small chunk of the wall apiece. I have since mislaid my souvenir. But my tutor, who had noted my absence, was mollified by my excuse. ‘I suppose it’s better than the alternatives,’ he said when I showed him my bit of the wall. ‘Did you have fun?’


We were infected with optimism. As a student of Philosophy, Politics and Economics at Oxford University, I imagined that I possessed the key to the historic significance of the moment. PPE’s detractors called it a Pretty Poor Education. They may have had a point. But in that moment, all the late-night essay crises seemed to come together. A less derogatory phrase for PPE is Modern Greats, in reference to Oxford’s venerable Greats degree in classics. In content, there is little comparison: Sophocles’ tragedies bear scant relation to the desiccated logic of Oxford economics. But they share a conceit about the primacy of Western thought. On this, if little else, there is no quarrel between the ancients and the moderns. We called it progress, or rather Progress – belief in which is the closest thing the modern West has to a religion. In 1989 its schism was healed. By unifying its booming western wing with the shrivelled post-Stalinist eastern one, there was no longer any quarrel between the present and the present.


Shortly before the Berlin Wall fell, Francis Fukuyama published his famous essay, ‘The End of History?’. ‘What we may be witnessing is not just the end of the Cold War . . . but the end of history as such: that is, the end point of mankind’s ideological evolution and the universalisation of Western liberal democracy as the final form of human government,’ he wrote.1 Though I did not subscribe to Fukuyama’s view of the ideal society I shared his relief. A monumental roadblock had been cleared from our future. No longer would nuclear-armed ideological camps face each other across the twentieth-century bloodlands of central Europe. That riven continent, from which Britain no longer stood aloof, would unify. Democracies would take the place of the Warsaw Pact, whose regimes were falling like dominoes to peaceful demonstrators. It was not just autocracy that was dying but nationalism. Borders were opening up. Global horizons beckoned. A unipolar world was dawning. At a stroke, and without a shot being fired, our generation was staging the funeral rites for the twin scourges of Western modernity, communism and fascism. As the historian Eric Hobsbawm was to write, the short and genocidal twentieth century, which began with the Russian revolution in 1917, came to an end in 1989.2 Though still alive, history was smiling. The human species had proved it could learn from its mistakes. It was a good year to turn twenty-one.


Nearly three decades later, in the aftermath of Donald Trump’s 2016 election victory, I found myself in Moscow. I had been invited to attend a conference on the ‘polycentric world order’, which is Russian for ‘post-American world’. The conference was hosted by the Primakov Institute, named after the man who had been Russia’s foreign minister and prime minister during the 1990s. Yevgeny Primakov was displaced as prime minister in 1999 by Vladimir Putin. While my friends and I had danced on the rubble of the Berlin Wall, a brooding Putin had watched his world crumbling from 130 miles away, at his KGB office in Dresden, a city in what was still East Germany. Later he would describe the dissolution of the Soviet Union as the ‘greatest geopolitical tragedy of the twentieth century’. It was Primakov who championed the term multipolarity in what at the time seemed like a vain bid to dampen America’s oceanic post-Cold War triumphalism. Putin picked up the concept and made it his own. As the world’s one indispensable power, Americans never warmed to the idea of multipolarity. Such was Washington’s self-confidence that it even came to disdain the word multilateralism. As Madeleine Albright, the US Secretary of State in the late 1990s, put it, ‘It has too many syllables and ends with an “ism”.’


Now here I was in Moscow at an event attended by the likes of Alexander Bortnikov, head of the FSB (successor to the KGB), and Vladimir Putin himself. Though unsmiling, it was Russia’s turn to celebrate. The institute had sent me its invitation several months earlier and I had promptly forgotten about it. On 9 November, the morning after the US presidential election, as I tried to make sense of the dawning new reality I recalled that invitation. By eerie coincidence, it was twenty-seven years to the day since the fall of the Berlin Wall. The worm had turned. America had just elected a president who was a big fan of walls and a big admirer of Vladimir Putin. While Putin was surveying his wrecked world in 1989, and we were racing down the Autobahn, Donald Trump was launching a board game. It was called Trump: The Game. With its fake paper money and property-based rules, it bore an uncanny resemblance to Monopoly – except that the number six on the dice was replaced with the letter T. Unsurprisingly, it was a flop. There is no record that Trump said anything positive or negative about the fall of the Berlin Wall. At any rate, all that seemed a long time ago. America had just elected a man who admired the way politics was done in Russia. His campaign had even profited from Moscow’s assistance. Would the Russians kindly agree to my belated acceptance? They would indeed.


What followed was a crash course in how to see the world very differently. Still a student of history, though I hope by now a more sceptical one, I was struck by how often our Russian hosts referred admiringly to the Congress of Vienna. That was the 1814–15 conference that sealed the end of the Napoleonic Wars and launched almost a century of stability, which held until the outbreak of the First World War. The new order was underwritten by the Quadruple Alliance of Great Britain, Austria, Prussia and, most importantly, Russia. Trump’s victory had opened up the prospect that Russia could return to its historic role as a great power in a polycentric world – one in which each happily forswore doing anything to undermine the internal legitimacy of any other. No more talk of the inevitability of democracy, or the US-led global order. That was what Putin craved. As for Crimea, which Putin annexed in 2014, inviting a spider’s web of US-led sanctions, its absorption back into the motherland was now an irreversible fact. Crimea was only returning to the status it had before 1954, when Moscow, in a fit of administrative generosity, had transferred it to the then Soviet republic of Ukraine. John Kerry, the US Secretary of State under Obama, had condemned Russia’s annexation of Crimea from the now-independent Ukraine as a violation of history: ‘You just don’t in the twenty-first century behave in nineteenth-century fashion by invading another country on [a] completely trumped-up pretext,’ he said. But that is how the world often works. The US had done that to Iraq in the twenty-first century. In Moscow’s view, history is back and nothing is inevitable, least of all liberal democracy. Others, in Beijing, Ankara, Cairo, Caracas, and even Budapest, share Russia’s hostility to Western notions of progress, as do growing numbers of apostates in the West. Are they wrong?


This book is my attempt to answer that question. Let me declare now that nothing is pre-ordained. To a person whose life has coincided with the rise of democracy, the spread of market economics and signs that the world had finally subscribed to the Universal Declaration of Human Rights (even if much of it is paid only in lip service – hypocrisy, as they say, being the compliment vice pays to virtue), merely to pose the question is troubling enough. Wasn’t that debate settled a long time ago? Isn’t the march of human freedom unstoppable? Doesn’t the whole world crave to be Western? We can no longer have any confidence in that. It was remarkably arrogant to believe the rest of the world would passively adopt our script. Those who still believe in the inevitable triumph of the Western model might ask themselves whether it is faith, rather than facts, that fuels their worldview. We must cast a sceptical eye on what we have learned never to question. Our sanity may be tested in the process.


At stake is a quasi-religious reading of Western history that stretches back to the Magna Carta, whose octocentennial was celebrated at Runnymede in 2015. By limiting the power of the king, the Magna Carta set a precedent for what would later be known as ‘no taxation without representation’. This short medieval document was lost to the mists for several hundred years – Shakespeare did not even mention it in his play King John. Yet since the seventeenth century, when the Magna Carta was dusted off by opponents of Stuart tyranny in England, then made its way to America’s thirteen colonies, it has morphed into the founding myth of Western liberalism. As Dan Jones, an historian of the Magna Carta, describes it, the year 1215 is today seen as the ‘year zero’ of Western liberalism.3 It was cited as an inspiration by the Founding Fathers, by anti-colonial movements around the world, and is now finally celebrated in Britain itself. When the Universal Declaration of Human Rights was issued after the Second World War, Eleanor Roosevelt said that it ‘may well become the international Magna Carta for all men everywhere’. That this covenant between John and his rebellious nobles lasted for only two months, awarded fixed privileges to the aristocracy and limited the rights of women and Jews, should give us some pause. Rather than a springboard to liberty, the Magna Carta was a messy expediency between a temporarily weakened king and his restive nobles. It quickly expired. That it is today so prized – a copy sits next to the Declaration of Independence in the US National Archives – is a measure of our amnesia. If the intellectual basis of Western liberalism is scepticism, we should learn to live up to its meaning.


We should be particularly wary of the siren song of history. George Santayana famously said, ‘Those who cannot remember the past are condemned to repeat it’. The idea of history as a separate force with a mind of its own is a bedtime story to help us sleep. ‘History as contingency is a prospect that is more than the human spirit can bear,’ said Robert Heilbroner, the late American economist. For centuries, Westerners have taken a linear view of history, in which time is always marching us towards a happier place. The Greeks called it teleology. For Christians, it was the Second Coming of Christ and the Day of Judgement. For Marxists, it was the dictatorship of the proletariat followed by the withering away of the state. For European nationalists, it was seizing control of their Volk destiny. For Georgian and Victorian liberals on both sides of the Atlantic, and their modern heirs across the Western world, it was the progress of human liberty to individual freedom. In 1989 most people believed that last version. The others were either dead or in retreat. Today, only Marxism remains dormant. Belief in an authoritarian version of national destiny is staging a powerful comeback. Western liberalism is under siege.


More to the point, non-Western visions of history, which were overshadowed by colonial rule but never forgotten, are staking their pressing claim to relevance. In very different ways, China and India have traditionally taken a circular view of history. They still do. Material conditions may improve. But humanity’s moral condition is constant. There is no spiritual or political finale towards which history is guiding us. To the rest of the world, which accounts for almost nine-tenths of humanity, most of whom are now finally starting to catch up with the West’s material advantages, humankind’s moral progress is a question that can never be settled. History does not end. It is a timeless repetition of human folly and correction. It follows that there is no single model of how to organise society. Who, barring those of religious faith, can say that view is wrong?


But the most mortal threat to the Western idea of progress comes from within. Donald Trump, and his counterparts in Europe, did not cause the crisis of democratic liberalism. They are a symptom. This may be hard to digest, particularly for American liberals, whose worldview has been shaken by his victory yet who retain faith that things will eventually turn out fine. Many comfort themselves that Trump’s victory was an accident delivered by the dying gasp of America’s white majority – and abetted by Putin. History will resume normal business after a brief interruption. How I wish they were right. I fear they are not. Since the turn of the millennium, and particularly over the last decade, no fewer than twenty-five democracies have failed around the world, three of them in Europe (Russia, Turkey and Hungary). In all but Tunisia, the Arab Spring was swallowed by the summer heat. Is the Western god of liberal democracy failing? ‘It is an open question whether this is a market correction in democracy, or a global depression,’ Francis Fukuyama tells me.4 The backlash of the West’s middle classes, who are the biggest losers in a global economy that has been rapidly converging, but still has decades to go, has been brewing since the early 1990s. In Britain we call them the ‘left-behinds’. In France, they are the ‘couches moyennes’. In America, they are the ‘squeezed middle’. A better term is the ‘precariat’ – those whose lives are dominated by economic insecurity. Their weight of numbers is growing. So, too, is their impatience. Barrington Moore, the American sociologist, famously said, ‘No bourgeoisie, no democracy.’ In the coming years we will find out if he was right.


This book is divided into four parts. The first, Fusion, explains the integration of the global economy and the radical impact that is having on Western economies. By any numerical measure, humanity is becoming rapidly less poor. But between half and two-thirds of people in the West have been treading water – at best – for a generation. Tens of millions of Westerners will struggle to keep their heads above the surface over the coming decades. The spread of automation, including artificial intelligence and remote intelligence, which some call the fourth industrial revolution, is still in its early stages. So too is what the American journalist Fareed Zakaria has labelled the rise of the rest.5 The emergence of China is the most dramatic event in economic history. We are living in an age of convergence no less dramatic than the age of divergence brought about by European colonialism and the Industrial Revolution. The downward pressure on the incomes of the West’s middle classes in the coming years will be relentless.


The second part, Reaction, explains the resulting degeneration of Western politics. We are taught to think our democracies are held together by values. Our faith in history fuels that myth. But liberal democracy’s strongest glue is economic growth. When groups fight over the fruits of growth, the rules of the political game are relatively easy to uphold. When those fruits disappear, or are monopolised by a fortunate few, things turn nasty. History should have taught us that. The losers seek scapegoats. The politics of interest group management turn into a zero-sum battle over declining resources. The past also tells us to beware of the West at times of stark and growing inequality. It rarely ends well.


The third part, Fallout, explores the implications of declining US – and Western – hegemony. Though the US remains the most potent military power on earth, and its most technologically innovative, Americans are losing faith in their system. Donald Trump offers a cure worse than the disease. Moreover, Europe is turning inwards. As Henry Kissinger puts it, ‘the United States, if separated from Europe in politics, economics and defense, would become geopolitically an island off the shores of Eurasia’.6 I argue that chaos is far likelier than China to fill America’s shoes.


The final section, Half Life, asks what is to be done. If you value individual liberty, as I do, then you should want to preserve the kind of society that allows it to flourish. It was part of the end-of-history narrative to believe that we had shed age-old human prejudices. In so doing we forgot what it took to contain them. What has changed is the public’s trust that societies are all in this together, including the elites. That invisible referendum is the essence of the Western social contract. Identity liberalism – a politics that treats society as less than the sum of its parts – is partly to blame. It has helped to fuel a backlash by majority-white communities that are now borrowing the tactics of minority politics. We cannot progress without a clear-eyed grasp of what has gone wrong. Unless and until reeling Western establishments understand what is hitting them, they have little chance of saving liberalism from itself.


A health warning: journalists have a habit of labelling things, which is a trait they share with historians. While the latter take their time to brand the past – the age of steam, the rise of the West, the birth of the modern, and so on – journalists do so without drawing breath. It is in the nature of the business. We flatter ourselves that we rush out the first draft of history. My profession is thus liable to over-interpret the latest big thing. Moreover, we have an annoying habit of designating what we failed to predict as serenely inevitable in hindsight. It was destined to happen all along. I have been guilty of this. As you read these pages, please bear in mind that Brexit was not destined to happen. Holding the referendum was a rash throw of the dice by an instinctively tactical British prime minister. Nor was Trump’s victory somehow inevitable. If seventy-seven thousand Midwestern votes had gone the other way Hillary Clinton would now be president. But it works both ways. Should Marine Le Pen lose the French presidential election and Angela Merkel hold on to power in Germany, or indeed, Martin Shultz, the SPD leader, take over from her, the crisis of Western liberalism will not have suddenly come to an end, though I suspect many of us would broadcast it as such. It was puzzling to hear many interpret the defeat of Norbert Hofer in the Austrian presidential election in December as a defeat for populism. Hofer took almost 47 per cent of the vote. If the narrow defeat of a right-wing nationalist qualified as breaking the populist wave, what would surfing it look like? Nor, for that matter, would America’s future be secure if Mrs Clinton were now in the White House. The West’s crisis is real, structural and likely to persist. Nothing is inevitable. Some of what ails the West is within our power to fix. Doing so means understanding exactly how we got here. It would also require a conscious effort to look at the world from unfamiliar standpoints and admit that the West has no monopoly on truth or virtue. In this book I do my best to avoid the pitfalls of my day job and address the larger forces that are upending our world: the urgent will cede to the very important – or that is my aim. So I propose a pact with the reader: if you take my pledge at face value, I will try to redeem it. My guess is it will take you roughly three hours.





PART ONE



FUSION


. . . the most imperious of all necessities, that of not sinking in the world.


ALEXIS DE TOCQUEVILLE1





 


On, or about, January 2017, the global economy changed guard. The venue was Davos, the annual gathering of the world’s wealthiest recyclers of conventional wisdom – and consistently one of the last places to anticipate what is going to happen next. This time was different. The assembled hedge-fund tycoons, Silicon Valley data executives, management gurus and government officials were treated to a preview of how rapidly the world is about to change. Xi Jinping, the president of China, had come to the Swiss Alpine resort to defend the global trade system against the attacks of the newly elected US president, Donald Trump. With minimal fanfare, the leader of the world’s largest developing economy took over the role of defending the global trading system in the teeth of protectionist war cries from the world’s most developed nation. It portended a new era in which China would aspire to be the responsible global citizen. The bad guys were swapping places with the good. ‘Some people blame economic globalisation for the chaos in our world,’ Xi told Davos. ‘We should not retreat into the harbour whenever we encounter a storm or we will never reach the other shore . . . No one will emerge as a winner from a trade war.’


After more than seventy years of US-led globalisation, Xi’s declaration of global stewardship in the spiritual home of capitalism was an Alice in Wonderland moment. Yet the switch in roles – the changing of the global economy’s sentinel – had been widely predicted. Set aside the most recent forecasts. As far back as 1902, when China’s imperial ruins had long since been picked over by the European powers and the United States, the British historian John Hobson anticipated the day when a resurgent China would turn the tables. Hobson’s prescience is worth savouring: ‘China, passing more quickly than other “lower races” through the period of dependence on Western science and Western capital, and quickly assimilating what they have to give, may re-establish her own economic independence finding out of her own resources the capital and organising skill required for the machine industries and . . . may quickly launch herself upon the world-market as the biggest and most effective competitor, taking to herself first the trade of Asia and the Pacific, and then swamping the free markets of the West, and driving the closed markets of the West to an ever more rigorous Protection’.2


Though something of a Nostradamus, not even Hobson envisaged the speed with which China would pull this off. From barely a statistical rounding error in 1978, with less than 1 per cent of global trade, China rose to become in 2013 the world’s leading trading nation with almost a quarter of its annual flows.3 As recently as the turn of the twenty-first century, the US accounted for almost three times as much global trade as China. Nothing on this scale or speed has been witnessed before in history. Yet it still has a long way to go. The return of China, and the fifteen other fast-growing non-Western economies, including Indonesia, Thailand and India, which together account for half the world’s population, is dramatically reconfiguring the global power structure. Within my lifetime, the emerging middle class has gone from virtually nowhere to supplant the established Western middle class as the engine of global growth. Since 1970, Asia’s per-capita incomes have increased fivefold.4 Even in Africa, the world’s worst-performing continent, incomes have almost doubled. The West’s median income, meanwhile, has barely shifted in the last half-century. In some parts of Asia, such as Singapore and South Korea, incomes have either overtaken or are level-pegging with the West. In others, notably India, they still languish at less than a tenth of the Western average. But the direction is clear. If you chart a global economic map, the centre of gravity in the twentieth century could be found somewhere in the mid-Atlantic, according to the Singaporean economist Danny Quah. That point has now shifted eastwards to Iran.5 Over the coming decades it will settle at a point somewhere between China and India, in the Himalayas.  From the middle of the Atlantic to the roof of the world in fifty years – our generation is present at the re-creation.


Yet this will only restore China to the relative weight it has enjoyed for most of human history. For roughly seven centuries, between 1100, shortly after the Norman Conquest, and 1800, when the Industrial Revolution took off, China accounted for roughly a quarter of the global economy – and an even higher share of its estimated production. By one recent historical measure, China and India in 1750 produced three-quarters of the world’s manufactures. On the eve of the First World War their share had dropped to just 7.5 per cent.6 Economic historians called it the Age of Divergence. Much of the East’s sharp decline – perhaps too much – has been blamed on the direct effects of colonial exploitation. The British East India Company, for example, suppressed Indian textile production, which had led the world. Indian silks were displaced by Lancashire cotton. Chinese porcelain was supplanted by European ‘china’. Both suffered from variations on what Britain later called Imperial Preference, which forced them to export low-value raw materials to Britain, and import expensive finished products, thus keeping them in permanent deficit. There was nothing free about such trade in any sense of the word. In China’s case, the Western powers each wrested their own concessions that enabled them to do much the same thing in China as the British were doing in India – but without nationwide garrisons. The impact was similar. Again, Hobson captured it starkly: ‘[The] investors and  business managers of the West appear to have struck in China a mine of labour power . . . it seems so enormous and so expansible as to open up the possibility of raising whole white populations of the West to the position of “independent gentlemen”’.7


The debate about the West’s moral debt to its former colonies is often too one-sided. Those who point to Britain’s extraction of wealth from India, for example, tend to overlook the impact of social reforms that for the first time gave benighted lower-caste Indians the chance to read and write, or that protected upper-caste widows from sati, where they were expected to throw themselves onto their husband’s funeral pyre. There is no moral abacus that can settle the pros and cons of each instance of colonialism. In the case of slavery, no debate is necessary. The African slave trade was a crime against humanity in which Britain and America played starring roles. But Europe’s economic success was chiefly driven by technological superiority rather than by a fit of immoral looting.


From the Opium Wars of the 1840s until the 1949 communist revolution, China’s century of humiliation still rankles – and in some respects its historic resentment appears to be deepening. But the fact that the Industrial Revolution took place in Europe, rather than in Asia, played a more critical role in China’s fall from grace than the often-sordid tale of Western exploitation. China and India were not so much drained of wealth – though much of that took place – as they were rapidly overtaken by the West’s superior machine. Asia’s latter-day exploitation would not have been possible without the West’s development of steam power, advanced military technology, new financial techniques and modern organisational skills. These were the prime movers. In 1820, Britain had a per-capita income of $2000 in today’s prices. That had risen to $5000 by the eve of the First World War. Over the same period, China’s income dipped from $600 a head to $550, while India’s edged up from $600 to $700.8 In absolute terms, Asia’s economic conditions barely shifted. In relative weight, Asia shrank dramatically. Just as nothing in history compares to today’s Great Convergence, there was no precedent for the West’s vertiginous rise two centuries ago that launched the Great Divergence.


Modernity was born in the West. Ask educated Westerners today why it was their part of the world, rather than another continent, that wrote the rules of the modern age, and they will likely tell you of Europe’s scientific revolution and the Enlightenment – and possibly the Renaissance. That would be true, as far as it goes. But history is more complicated than the stories we learn in school. What most would be unlikely to know is the degree to which Chinese technology provided critical sparks to the Industrial Revolution. Among other techniques and inventions, Europe took far-superior iron and steel production; the printing press; navigational tools, including the compass; gunpowder; and paper money from China. From Islam, Europe took binary mathematics (originally from India), astronomy, double-entry bookkeeping and much of its own forgotten knowledge from classical Greece and Rome. ‘[Much] of the European revival was based on the ideas, institutions, and technologies borrowed from the advanced civilizations in the Middle and Far East,’ notes Richard Baldwin, whose book on today’s Great Convergence is rightly acclaimed.9 The shift of power from the Islamic world to the Christian in the late Middle Ages had, in turn, been enabled by the destructive westward sweep of Genghis Khan’s Mongol hordes in the thirteenth century. In addition to its more benign exports, Mongol China delivered the Black Death, which wiped out between a third and a half of Europe’s population within three years. Here, too, the impact was complex. As the more urban civilisation, the Islamic world was dealt an even worse fate by the bubonic plague, since its people were more concentrated and so more exposed than those in Europe. You could say that the Mongols sharply improved Europe’s terms of trade. Jeffrey Garten’s history of globalisation, From Silk to Silicon, tells the story of the last millennium through ten biographies. His book ends with Steve Jobs. It opens with Genghis Khan. The latter’s impact was a fitting one with which to begin his story.


What does history tell us to expect from China’s resurgence in the years ahead? ‘If we take the long view,’ writes Hugh White, Australia’s leading Sinologist, ‘the rise of India and China today is less a revolution than a restoration – a return to normal after a two-century interlude.’10 During the 1990s and the early 2000s, American policy-makers exhaustively debated how to respond to China’s rise. No one was quite sure whether China would become a partner of the US, or turn into an adversary. Washington settled on a hedging strategy of accommodating China’s self-proclaimed peaceful rise while retaining the option of switching to containment if it turned sour. What has never been in question is that America will do what it takes to preserve its primacy in the Asia Pacific. The prevailing American view in the 1990s was that China’s economic interdependence with the rest of the world would reduce the risk of war by raising its price. Besides, China’s economy was simply too big to shut out. In arguing for its entry to the World Trade Organization, Bill Clinton, the then US president, said globalisation was ‘the economic equivalent of a force of nature, like wind or water’. In addition, he argued that China’s entry would reduce America’s bilateral trade deficit by binding China to lower tariff rates on its imports. Following China’s WTO accession in 2001, America’s trade deficit with China has leapt almost five-fold. It is clear, in retrospect, that Beijing had a better grasp of the global economy’s dynamics than Washington.


China has profited beyond its wildest hopes from the club it joined, and now offers to cheerlead. Whether the global trading system remains open will depend on the actions of the West’s increasingly reactive democracies. Xi Jinping and his peers can bank on the support of their largest foreign investors, the multinational companies that have located large chunks of their production supply chains in China and other parts of the Asia Pacific. In today’s world, most cross-border trade is intra-company movement of unfinished goods. Apple’s iPhone is produced in nine different countries. Since the goal is to capture Western technology, it makes no sense for developing countries to slap tariffs on imports, which are as likely to be intermediate goods moving from one part of the supply chain to the next. Baldwin calls this process of productive unbundling a fractionalised world. It differs greatly from the old factory model in which all a product’s components were made in one location. Xi’s best allies are thus the global chief executives who came to hear him in Davos. All dread the wrath of an alienated Western middle class.


Economists are notorious for getting the future wrong (just as they are peerless at explaining the past). The joke is that they have predicted ten out of the last five recessions. In recent years, during what is now called the age of hyper-globalisation, bad forecasting has erred in the opposite direction. Economists have consistently predicted growth where none has materialised. In particular, since the 2008 global financial crisis, forecasts have annually over-estimated the next year’s growth. The quickest way to verify this is to leaf through each of the past eight years’ estimates of the Davos Forum’s Global Economic Outlook.11 But if you stand back, the longer trends are unmistakable. China may well have to grapple with its own recession in the coming years (I can safely forecast that Western journalists would then promptly declare the death of China’s miracle). Indeed, Beijing ought already to have engineered a recession given the country’s high levels of domestic debt. At some point it will need to liquidate its bad loans. But China’s politburo clearly dreads the domestic backlash a recession might trigger. It has thus opted for slower growth – preferring to let the air out of the balloon rather than pop it.


Whatever its short-term fortunes, China will continue to make big strides on the West in the coming decades. In terms of purchasing power parity – measured by what you can buy in the local currency – China’s economy surpassed the US in 2014.12 Within a decade, give or take a few years, China will overtake America on more conventional dollar measures. By 2050 – a century after its communist revolution – China’s economy is likely to be twice the size of America’s and larger than all the Western economies combined. A century of restoration will have followed the century of humiliation. And by then, India’s economy will be roughly the same size as America’s. Whether the Western way of life, and our liberal democratic systems, can survive this dramatic shift of global power is the question of this book. The answer is not entirely in our hands. But our response so far has been to accelerate the shift. Donald Trump’s victory crystallises the West’s failure to come to terms with the reality it faces.
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