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Introduction

The World Shrinks

as China Grows




CHINA IS EVERYWHERE THESE DAYS. POWERED BY THE WORLD’S MOST rapidly changing large economy, it is influencing our lives as consumers, employees, and citizens. The words MADE IN CHINA are as universal as money: the nation sews more clothes and stitches more shoes and assembles more toys for the world’s children than any other. But moving up the technological ladder, China has also become the world’s largest maker of consumer electronics, pumping out more TVs, DVD players, and cell phones than any other country. And more recently, China is ascending even higher still, moving quickly and expertly into biotech and computer manufacturing. No country has ever before made a better run at climbing every step of economic development all at once. No country plays the world economic game better than China. No other country shocks the global economic hierarchy like China.

Even a casual glimpse at the news tells us that something large looms in China. The nation is making parts for Boeing 757s and exploring space with its own domestically built rockets. China has between 100 and 160 cities with populations of 1 million or more (America by contrast has 9, while Eastern and Western Europe combined have 36.). China is buying oil fields internationally and also signing exclusive oil and gas supply deals with Saudi and Russian companies. China is buying the world’s scrap metal, as well as enormous amounts of steel, to fashion into products sold globally. The country is relentlessly positioning itself for ever-higher levels of industrialization. It’s exporting computers with Chinese brand names. There are giant capital flows from industry to China now. It’s where the world is investing. China is laying down fiber-optic at a rapid rate. China, which tried mightily and tragically to leapfrog from an agrarian economy to an advanced industrial state under Mao Zedong, now leapfrogs over many of the technologies of mature industrial states. Its phone system is more wireless than wired, and many of its big cities will soon have the most advanced rapid-transit systems in the world. Here are two metaphors, both true: China is drinking milk these days. The tallest starting center in the NBA, Yao Ming, is Chinese.

In the past, China’s enormous population was hard to feed and employ. Now China’s one-fifth of humanity must be seen anew: as the biggest market ever. As the customers of Citibank, Disney, Nokia, GE, Toyota, and Microsoft. As the critical mass in the coming order.

But even if you don’t read the business pages, the impact of China’s boom is hitting home in all sorts of ways both subtle and obvious that can be felt in our everyday reality:


	Mention an interest in China to your old friend who owns an industrial toolmaking shop and he confides that his factory, which was started by his father and has bought a comfortable suburban life for three generations of his family as well as good wages to hundreds of workers, “is getting killed by the people over there.”

	Talk to your family plumber, and first he complains that he spends all day replacing broken Chinese parts, and then he takes from his bag a Chinese part he says is better, sheepishly adding, “They’re actually pretty darn good now, and all we can get these days without spending a fortune.”

	Run into a parent of a freshman from your daughter’s high school class, a mom you’ve seen for years at holiday concerts in which your two girls both play viola. The mom immigrated to the United States from China in 1995 to study solid-state physics and is now a researcher at the local medical school. She says she’s going back to China to join a friend’s business that develops software for MRI machines and other high-tech medical devices. What about her research at the hospital? She says the opportunities in China now are too big to miss and she does not want to blame herself later.

	Mention this story to another friend, a world-famous researcher who studies the lives of cells, and he tells you that American university biology departments now exist, in essence, to transfer knowledge from old Jewish men to young Chinese women.

	Cross the street to the all-night city convenience store run by a family of Palestinian immigrants, and notice that behind the counter where cigarettes were once sold is a wall of no-name Chinese accessories for dozens of different brand-name cell phones—batteries, car adapters, earphones, and cases—none for more than $12. They’re selling great, the man at the cash register says.

	Meet a smart old high school friend who always wore thick glasses, but whose nose is now bare. He teaches English at a giant private language school in Shanghai but is home to show off the results of his $600 laser eye surgery, performed, he says, in an ultramodern Chinese clinic for a tenth the price the procedure would cost at home.

	Grab breakfast at a diner in St. Joseph, Michigan. One table over sit four men, each somewhere between the ages of thirty and sixty. They look as if they are dressed for factory work, but at 10 a.m. they sit and discuss the layoffs in the local disc-brake and machining factory of Bosch, the giant German auto-parts manufacturer that is rapidly building up its capacity in China. The company is laying off thousands of workers at its plants throughout the state, it says, to stay competitive. The men lament that there are few places to turn for new jobs. Whirlpool, Clark Equipment, and other once-solid manufacturers used to thrive in the area, but now their factories are shuttered or just shells of their former selves.

	Notice that the Armani emporium on Via Manzoni in Milan, the Italian fashion capital, revises its list of sister stores worldwide to include Shanghai.

	Head for a dim sum lunch in Chinatown and see on the corner a somewhat bewildered young Chinese man, squat, strong, and weathered, looking as though he has come to work the American railroad boom a century too late. He leans on a large bundle, wrapped in a plastic tarp and tied with cellophane ribbon, that probably contains all his worldly goods. He is one of China’s untold millions of rural migrants, but has somehow—perhaps with the help of a smuggler—found his way far past China’s thriving ports. He will now compete for work on the low rung of America’s domestic economy.

	A contractor shows you the home of a client who has renovated her master bath. He’s replaced a long, old Formica countertop with an expanse of midnight blue marble, as ornately beveled as one might find in a Venetian spa. He sees your eyes widen and recommends the same for you, saying it’s Italian, it’s expensive, but it’s worth it. After you complain about the price, you follow the contractor in his truck to a lumberyard. Inside are giant crates of precut granite for kitchens, bathrooms, and living room mantels. Everything on them is finished and glued. If you can work with one of these tops as is, the contractor tells you, the counter will cost $450, not $8,000. The yard’s owner comes over. He says buy fast, because the crates only stay in the store a day or two before he sells out. He’s been carrying the counters for a year. “A guy from China came by and said he had three quarries where they cut the stone and finished it. I tried it out. Now I can’t get enough.”

	Wake up in Santa Barbara, California, one morning to a sky that looks as though it is painted a shiny white. The morning’s newspaper reports that the sunlight is playing tricks on a dust cloud that has drifted over the Pacific from China. The cloud contains particles of loose earth from deforested land mixed with arsenic and other industrial pollutants from the country’s factories.

	Buy a real pair of Levi’s jeans at Wal-Mart. They are cheaper than the new pair you bought twenty years ago.

	Get invited to a “purse party” by an officemate who says she is friends with the host, a United Airlines stewardess. Her apartment, decorated with paper lanterns and silk pillows, is piled high with the latest Louis Vuitton and Prada handbags, Burberry coats, North Face parkas, leather Timberland jackets, Ralph Lauren tops, and Chanel scarves. On her table is a valise with glistening Rolex, Bulgari, and Cartier watches. “Take a Coke from the cooler,” she says. “Look around. Make an offer. Think cheap, it’s all knockoffs.” Leave with a North Face for $20 and sharp new watch for $35. She’s doubled her money. You never look at a designer label the same way again.

	Pull your Honda Civic up to the gas pump. At $2.30 a gallon it costs $30 to fill the tank.

	Drive through Houghton, Michigan, a remote town on the state’s chilly Upper Peninsula. Stop by the student bookstore at Michigan Tech. On the Local Authors table is a book titled Being a Graduate Student in the U.S., written by two of the university’s Chinese students. The cashier reports that the book sells well in China. Stop an Asian student on campus and ask how he heard about Michigan Tech. His university in Beijing has a strong relationship with the school and his professors told him about it, he tells you. When asked how he likes studying there, he says Michigan is cold, the food is bad, and it has been hard to blend in, except with the 140 other Chinese students. The technological education, however, is excellent.

	Stop at the auto supply store for windshield-wiper fluid. Half the store is now a showroom for small Chinese motor scooters, some of which look like half-Harleys, others like Ducatis. Most cost less than $300.

	Attend dinner at the home of a discerning art collector. On the wall are four-foot-tall photographs of a ruined Chinese cityscape. Invest in contemporary Chinese art, the collector says, it’s the most interesting in the world right now, and once the Chinese themselves start buying, the prices will go sky-high.

	Take a trip to Paris to see its famous attractions and to stroll the Champs-Élysées, the boulevard whose national character is usually guarded with jealous fanaticism by the French. Yet for the first time in history, “the most beautiful street in the world” is surrendered to a non-French cultural event, a Chinese parade with seven thousand costumed musicians, acrobats, and dragon dancers. That night the Eiffel Tower is lit red and fireworks fill the sky to celebrate the Chinese lunar New Year. The festivities come at a time when France is sharply critical of its Western allies, the United States and Great Britain. The show also coincides with a visit by Chinese political leaders to France to seal broad strategic and economic agreements.

	Decide at last to put your old film camera away and plunge into digital photography. Photo magazines all rave about a small new Nikon, an engineering wonder that can shoot fast, capture dimly lit scenes that would foil its best film rival, and costs half the price of similar machines a year ago. Loyal customers of Nikon trust the company for quality and innovative design. It is, after all, one of the marquee Japanese brands that helped build that country’s reputation for manufacturing excellence. Holding the camera, then taking a round of test shots, confirms that this is another stellar product that only the Japanese could make. Inspect the camera more closely, however, and there in small print are the words “Made in China.” A search on the Internet reveals that digital cameras from many Japanese, American, and Korean companies are made in the same Chinese factories.

	Visit an ailing elderly uncle who is home from rehab after yet another fall, but still unable to move about without help. He introduces you to Menardo, the caretaker sent by a nursing agency. Menardo is well dressed, his hair permed. On first meeting he says he is from the Philippines and has been working as a nurse for the last four months. Here in America he shares an apartment with his sister an hour away, but at home he owned a large house and had servants. He takes from his bag a brochure for his old business, a factory on Cebu Island that employed fifty workers making intricately woven straw and jute bags. He went out of business, he says, because Chinese manufacturers now sell similar bags for less than Menardo knew how to make them. It is all handwork, and his laborers made $30 a week. Chinese workers, he complains, make one-third less and work longer hours. Now he empties bedpans. With his American wage, he hopes for a new start in business, but it is hard for him to think what to make that will ever beat the Chinese on price.



China’s miracle economy can come at you in a lot of ways, from all directions. And once China comes into view, it is hard not to see it everywhere.

The Supersized Workforce

Behind China’s rapid economic ascendancy over the last twenty-five years is the basic fact of China’s huge population. The numbers super-size nearly every facet of the country. China is home to close to 1.5 billion people, probably, which would make the official census count of 1.3 billion too low by roughly the population of Germany, France, and the United Kingdom combined. Put another way, China’s uncounted multitude, were it a country on its own, would be the fifth largest in the world.

Surprisingly enough, China is not home to the cheapest workforce in the world. Even at twenty-five cents an hour, Chinese workers cost more than laborers in the poorer countries of Southeast Asia or Africa. In the world’s most miserable corners, children carry rifles and walk minefields for less than a dollar a day. China is the world’s workshop because it sits in a relatively stable part of the globe and offers the world’s manufacturers a reliable, docile, and capable industrial workforce, groomed by government-enforced discipline.

The other great influence lately is the migration of hundreds of millions of peasants from the countryside now that the government allows them to leave. Indeed, the country’s embrace of market capitalism over the last two decades and the end of government support for farmers are combining forces to all but evict peasants from the land. The migration is the largest in human history. It also has one of the least exact head counts: estimates of the number of people who have left for the cities to find work range from 90 to 300 million, numbers that even near the low end match the entire workforce of the United States. Move up in the range and the number tops the U.S. and European workforces combined. By 2010, nearly half of all Chinese will live in urban areas, some of them urban metropolises with populations of a million-plus that didn’t even exist a few years earlier.

What these numbers mean is that the productive might of China’s vast low-cost manufacturing machine, along with the swelling appetites of its billion-plus consumers, have turned China’s people into what is arguably the greatest natural resource on the planet. How the Chinese and the rest of the world use that resource will shape our economy and every other economy in the world as powerfully as American industrialization and expansion have over the last hundred years.

What the American Workers

at the Harley Motorcycle Plant Knew

China’s effects on the world are so great—and potentially explosive—that paradoxically it has been hard for those charged with seeing the big picture to grasp them. That, anyway, was the impression of workers and executives at the Harley-Davidson plant in Milwaukee when a trio of the most important economic officials in the Bush administration came to visit in the late summer of 2003. United States Secretary of Labor Elaine Chao, Secretary of the Treasury John Snow, and Secretary of Commerce Donald Evans arrived by bus to trumpet an upturn in the economy with one of America’s iconographic companies in the backdrop. They assumed that “Hog” makers, the leather-jacketed, flag-flaunting individualists who produce America’s last big motorcycle, would cheer the administration’s self-described pro-business tune.

But the crowd was decidedly chilly. A cold front was blowing in from China. The United States had lost 2.9 million manufacturing jobs over the previous five years. Wisconsin had lost ninety thousand, or one in six, of its manufacturing jobs since 2000.1 The Harley crowd had a strong opinion as to why. The companies they grew up around were fading, with orders and jobs heading overseas. Challenged on China, a puzzled Elaine Chao could only offer that U.S. National Guard soldiers serving in Iraq would be guaranteed their jobs when they returned. John Snow seemed to confuse his references to the Chinese currency, the yuan, with the Japanese yen. The astonished audience grew edgy. More than taxes, more than budget deficits or the cost of the war on terror, speakers from the floor said, China was the top issue in their economic lives. For the assembled, how the country competed with China would determine if Wisconsin could hold on to the manufacturing base it had fought to rejuvenate.

The secretaries’ tour took them throughout the Midwest to dozens of stops. All along the way they met the same angry questions on China, throngs with bullhorns full of fury. Among the angry were workers and managers alike, from the left and the right. Perhaps the most vocal were the Republicans’ core constituency, small and midsize manufacturers struggling under the weight of the growing productive power of the world’s most populous country.

Those events occurred only eighteen months before the publication of this book. Today, China’s economy no longer takes government leaders by surprise. What they choose to do, now that they are informed, remains to be seen, especially since the popular reactions to China keep shifting rapidly—and often on the basis of competing American political and economic agendas. China is at one moment our greatest threat, the next our friend. It is siphoning off American jobs; it is essential to our competitive edge. China is the world’s factory floor and it is the world’s greatest market opportunity. China’s industrial might saps opportunities from the developing world, but its hungry economy pulls poorer countries upward. China exports deflation; it stokes soaring prices. China will boom; it will bust.

The truth about China is that, like all big countries, its contradictions are real. There are no easy answers in sight, just giant forces of change.

What the Numbers Tell Us—and What They Don’t

By every measure, China’s economy is growing rapidly. For nations, annual economic progress reports come in the form of the gross domestic product, the sum value of all goods and services traded in a nation’s economy. In 2003, China’s GDP was $1.4 trillion. By that measure, China was the seventh-largest economy in the world. The economy of the United States is still by far the world’s biggest; with a 2003 GDP of $10.1 trillion, it is seven times the size of China’s. (The world economy can also be measured by its own GDP; it totaled $36.4 trillion in 2003.)

But there are some extenuating circumstances regarding China’s economic numbers. As with nearly all economic statistics from China, their reliability is suspect. The Chinese have incentives to fudge. In the past, the complaint was almost always that officials nudged their numbers up, to show they were doing a good job. Now, a chorus of doubters argue the numbers are unduly low. China’s central planners are increasingly directing development funds more aggressively to locales officially designated as poverty zones. Thus China’s east-coast jurisdictions, already the overwhelming beneficiaries of economic reform, mask their own high growth rates so that government resources don’t go elsewhere. Depressed provinces have corollary motives; they work to hold on to their label even if business is starting to percolate. Perhaps for that reason, the numbers that the central government collects from the provinces do not match the figures that regional and local governments report in their own literature. China’s economy is 15 percent bigger, judging by local numbers. The statistical disparities have troubled or embarrassed the central government so much that it prosecuted for fraud twenty thousand local officials who had a hand in producing them.2

Furthermore, the official numbers include only China’s legal economy. Its underground economy, made up of businesses both unsavory and more mundane that lack a government stamp (and tax bill), is enormous but uncountable.

China’s seventh-place ranking may also be too low because China pegs its currency to the dollar. The world’s other major currencies go up and down against the dollar depending on market conditions. Usually a country with China’s strengths would see the value of its national currency rise, but China uses the massive power of its foreign currency reserves to keep the world price of the yuan marching lockstep with the dollar no matter what its market price might otherwise be. If the dollar had not dropped against the Euro or other world currencies over the last few years, China’s place would be a notch or two higher.

Some analysts already see China’s place as much higher. They take into account how much a dollar actually buys in the country, which, all things considered, is a lot more than it buys in the United States, Europe, Japan, and most other places in the world where it’s worth spending a dollar. Some goods—Japanese machinery, Saudi oil, French fashions, Swiss pharmaceuticals, and an hour of time from an American marketing professor—have standardized global prices. But the supply and demand that govern most of China’s economy—its labor, food, rent, bricks, doctors, China-made clothes and entertainment—fall into their own local balance. In China, one dollar buys about what $4.70 does in Indianapolis. The disparity, misleadingly labeled “purchasing power parity,” is reconciled in the U.S. Central Intelligence Agency’s estimation of China’s place among the world’s economies. China’s $1.4 trillion economy, in the CIA’s calculations, looks more like one with a GDP of $6.6 trillion. Put another way, it makes more sense to think of China’s economy as closer to two-thirds the size of the U.S. economy than it is to one-seventh.

And then there is China’s rate of growth, its velocity into the economic future. For the most part, countries want to add as much as they can to their GDP. Over the last twenty-five years, China’s economy has grown so fast and so large that it has taken on the mythic qualities of one of Mao’s showcase farms. The United States, the country against which all others tend to measure themselves, has long had the strongest economic growth among the large industrialized democracies that make up the G7.3 Growth in the United States is also comfortably above the average of the membership of the Organization of Economic Co-operation and Development, the world’s inner clique of thirty leading democratic, market economies that together account for two-thirds of the world’s economic output. From 1982 through 2002, GDP growth in the United States averaged 3.3 percent. For U.S. politicians, those years with rates above 4 percent are blockbusters, those above 2 percent are comfortable, and years showing anything less amount to political poison. In Latin America, which is often seen as China’s rival in low-cost manufacturing, economic progress over the last quarter of a century has been, on average, worse than it was in the region during the Great Depression.4 In China, however, a growth rate twice as high as that of the United States would now be seen as a calamity. Chinese officials themselves say the country must grow at better than 7 percent a year to create enough jobs to busy those regularly entering the job market.

China is so committed to economic growth that the Chinese often talk as though they can will it to happen. It is a necessary optimism that pervades official Chinese communication.* Orville Schell, the author of Virtual Tibet and the dean of the school of journalism at the University of California, Berkeley, draws a parallel between the unity of focus the Chinese have demonstrated for anticapitalism and now for capitalism.5 Schell argues that in both instances there is a willingness to suspend logic and see only bright tomorrows. Both cases lead to excess. In its capitalist present, China has been willing to overlook the dark side of modernization, seeing economic progress as the solution to all the country’s challenges.

Not all of China’s own economic experts are as blithely confident that sheer desire for growth can insure it. To the contrary. Recently, Chinese economic planners have worked hard to throw ice on their countrymen’s most heated expectations. Overenthusiasm, they know, leads to economic bubbles. But controlling the power of the exuberant Chinese economy is difficult. If history were predictive of China’s present, the country’s economy would have burst long ago. If bubbles burst when investors chase too many projects that have no real economic value—too many factories chasing the same hot markets, too many construction projects for the local market to fill, too many bad bank loans to unsound enterprises, too many high-flying stocks in companies with no history—then China deserves to be in shambles. Instead, every time the worst is predicted for China’s economy, it seems to grow faster, create stronger industries, import and export more, and attract more foreign investment money.

Since China set about reforming its economy a generation ago, it has grown at an official rate of 9.5 percent.6 Countries in the early stages of economic reform often come up fast, but not like China. The country is closing in on a thirty-year run during which its economy has doubled nearly three times over.7 The surge has no equal in modern history. Neither Japan’s nor South Korea’s postwar booms come anywhere close. Given the United States’ recent rates of economic growth, it would take the U.S. twenty-five years to double. If the United States, which boomed in the eighties and nineties, had grown at China’s rate since 1978, the U.S. economy would now be roughly its current size plus two Japanese economies added on. Nicholas Lardy, an economist at the Institute for International Economics, notes that China grew mightily even during the worldwide economic doldrums of 2001–2.

Thus does China’s growth give it a place in the world economy that is far greater than its size. China still only makes one-twentieth of everything produced in the world, but on the world stage it plays the role of a new factory in an old industrial town. It can spend, it can bully, it can hire and dictate wages, it can throw old-line competitors out of work. It changes the way everyone does business.

Americans tend to focus on the huge inequality in trade between the two countries. It is a worry Americans help to create by buying ever more from China’s humming factories. In 2003, the Chinese sold the United States $152 billion more in goods than they bought. Contrary to common wisdom, the trade deficit with China does not mean that Americans are spending down the national wealth at a much faster pace than ever before. So far, most of China’s gains with American buyers have come at the expense of the other countries that once lured American dollars, especially other Asian economies. Americans—and the world—get more stuff in the bargain. China is winning because it can make what others did for less money. It turns once expensive items, such as DVD players, power tools, and leather jackets, into affordable impulse items that call out from store shelves. Many of us who feel our homes are running out of closet and floor space because of piles of cheap toys, consumer electronics, tools, shoes, phones, and clothes don’t realize that although these items may once have come to America from other countries, the current glut is because China is now the leading manufacturer of those goods and beating everyone on price. The U.S. garment industry, for example, was fading long before China started winning orders at the expense of other Asian and Latin American factories.

The American furniture industry is another story. Its strength has been sapped almost entirely by China alone. It shows how China can come after the specialty businesses of any country and decimate them in short order. (Now it is overtaking all global manufacturers in wooden furniture, too, a convenient trend that will give the world bookshelves and armoires in which to store its other China-made purchases.) From the year 2000 until 2003, China’s exports to the United States of wooden bedroom furniture alone climbed from $360 million to nearly $1.2 billion. Over the period of China’s $840 million rise, the workforce at America’s wooden-furniture factories dropped by thirty-five thousand, or one of every three workers in the U.S. trade. China now makes 40 percent of all furniture sold in the United States, and that number is sure to climb. And American furniture jobs will continue to fall.

Yet one irony of China’s success in the U.S. furniture market is that Chinese factories have done a better job of delivering to American consumers quintessentially American and European designs than America’s own workshops could. Big American furniture sellers, from department stores like JCPenney to specialty stores such as Crate & Barrel, now carry elaborately carved and painted period furniture at prices they charged a few years ago for spare “modern” styles that were easier to fabricate and required fewer man-hours.*

For other countries, China has become essential as a customer as well as a supplier. Japan and Germany currently enjoy large trade surpluses with the country because China is the now the world’s biggest buyer of factory machinery, and it needs the equipment Germany and Japan make in order—yes—to produce the machinery and electronics that Germany and Japan make. Resource-rich countries do well selling China the raw materials that get reshaped in its factories, and the energy resources it needs to power them. In 2003, according to the calculations of Stephen Roach, chief economist at Morgan Stanley, the Chinese bought 7 percent of the world’s oil, a quarter of all aluminum and steel, nearly a third of the world’s iron ore and coal, and 40 percent of the world’s cement. The trend is for bigger amounts yet to come.8

Future Shock

The most daunting thing about China is not that it is doing so well at the low-end manufacturing industries. Americans will be okay losing the furniture business to China. In the grand scheme of things, tables and chairs are small potatoes in the U.S. economy. The Japanese, for their part, have lost the television business. The Italians are losing the fine-silk business. Germans cannot compete in Christmas ornaments. Everyone but the Chinese will lose their textile and clothing factories. More worrisome for America and other countries is the contour of the future, where manufacturing shifts overwhelmingly to China from all directions, including from the United States. Consumer goods trade on the surface of the world’s economy and their movement is easy for consumers to see. The far bigger shift, just now picking up steam, is occurring among the products that manufacturers and marketers trade with each other: the infinite number and variety of components that make up everything else that is made, whether it is the hundreds of parts in a washing machine or computer or the hundreds of thousands of parts in an airplane. And then there are the big products themselves: cars, trucks, planes, ships, switching networks for national phone systems, factories, submarines, satellites, and rockets. China is taking on those industries too.

Follow the Money—to China

One big reason China is growing is that the world keeps feeding it capital. According to Japan’s Research Institute of Economy, Trade and Industry, one-third of China’s industrial production was put in place by the half a trillion dollars of foreign money that has flowed into the country since 1978.9 In 2003, foreigners invested more in building businesses in China than they spent anywhere else in the world. In the past, the United States used to routinely attract the most foreign money, but in 2003 China took a strong lead, pulling in $53 billion to the U.S.’s $40 billion. With money comes knowledge. The catalytic role of foreigners in the country is still growing quickly; every day China receives a river of European, Asian, and American experts in manufacturing, banking, computing, advertising, and engineering. In 2003, the exports and imports by foreign companies operating in China rose by over 40 percent. Now more than half of China’s trade is controlled by foreign firms, many of which import goods into the country that they then manufacture into exports.10 Foreign companies have pumped up China’s trade volume enough to make the country the third-largest trading country in the world, behind the United States and Germany, and now ahead of Japan.

Governments that try to protect their niche industries for their craftsmen must face up to a China that has an exceptionally strong hand. Do a few tens of thousands of furniture and textile makers matter when China can put a freeze on American drugs, telecommunications equipment, farm goods, or any of the other truly huge categories of products the United States hopes to export? Other countries have even weaker hands. Most of the world’s countries now see China’s growth as a critical engine for their own economic growth. A look at the news any day in Brazil, Australia, Canada, Mexico, Germany, Japan, and just about anywhere else tells of the world’s daily balancing act to keep China happy as a customer, efficient as a supplier, and at bay as a competitor.

Orders from a Magnitude

At any given time since China started on the capitalist road, opinions about its prospects have figuratively, and literally, been all over the map. The present mood is a combustible mix of euphoria, fear, admiration, and cynicism. On those emotions ride great tides of capital, the strategic plans of businesses great and small, and the gravest political calculations in the world’s capitals and city halls. The temptation is to delve into the workings of the country itself. Is its government a wise warden or power mad and corrupt? Are its people happy with their progress or intolerably oppressed as citizens and abused as workers? Will China’s landscape gain more glimmer or drown in industrial muck? Will its banks collapse or successfully make themselves over into worthy world players? Will China’s peasants find their way relatively peacefully into their country’s urban future or will they rebel?

These are momentous questions, and the Chinese people certainly deserve concern and respect from their own government and from the world. Yet for the four-fifths of the world’s population that does not inhabit the Middle Kingdom, the fact is that no matter what the Chinese machine produces for the Chinese themselves, the country’s impact on the globe will inevitably and profoundly influence global life nonetheless. China does not need to boom indefinitely in order to supply the world with competitive factories. Not all, or most, or even a third or fifth, of its population needs to reach the middle class for the world to chase its markets—a mere 50 million families is enough.

Furthermore, China does not need to match America’s, Europe’s, or Japan’s commitment to universal education or make opportunities for all its bright students to attend universities; China can produce huge numbers of world-class managers, engineers, and scientists with the far-from-universal educational system it already has now. Moreover, if China’s leadership ultimately cannot reconcile itself to the free flow of information that capitalism favors, or to the growing power of its commercial class, the world’s companies that now beat a path to its door will not turn away, will not abandon their factories. They have already shown that the Chinese Communist Party suits them just fine.

Barring Mao’s resurrection, a push to war by a desperate North Korea or an uppity Taiwan, or an American tax on everything China ships our way, it is hard to see how China might recede back into the old world map. Tom Saler, a financial journalist for the Milwaukee Journal Sentinel, has pointed out that twenty-one recessions, a depression, two stock-market crashes, and two world wars were not able to stop the American economy from growing over the last century from $118 billion ($367 billion in 2000 dollars) to over $10 trillion. In constant dollars, that is a twenty-seven-fold increase. By all appearances, China is poised for similar growth in this new century. Even if China’s people, on average, do not catch those of the world’s wealthiest nations, and even if China’s main competition continues to beat it to the best technology, China will be an ever more formidable competitor.

Certainly, if any country is going to supplant the United States in the world marketplace, China is it. Columbia University economist Jeffrey Sachs, counselor to nations, advises Americans to prepare for a world where by the year 2050, China’s economy could well be 75 percent bigger than their own.11

But conceding China’s rise does not mean conceding to China. However, it does mean acknowledging a remarkable truth confronting us all. Few working Americans have a full awareness of China’s rise. How could they? It’s never happened before, and it’s occurring on the other side of the globe. Yet we need to know what is happening today in China—worker by worker, factory by factory—and why it will affect everyone.

That, in broad strokes, is the occasion of this book.

*Not just through the press and government communiqués, but in casual conversation. In the fall of 2003, as China was on course for yet another bell-ringing economic quarter, a Chinese diplomat new to Washington, D.C., but who had spent nine years as an economic analyst at China’s embassy in Tokyo, offered his understanding of the Chinese government’s prescription for Japan, still struggling against years of bad economic news, deflation, and a weak stock market. “All Japan needs to do,” the diplomat said emphatically over sushi and sake at a Japanese restaurant in Georgetown, “is to follow China’s model and stimulate economic growth. First they ought to get their growth up to around seven or eight percent, and then they should push their stock market up. Then they can be more like China. We know we need economic growth to keep everything together, so we make a point of it.”

*The first floor of The Great Indoors, a national big-box interior-design chain that aims to sell luxurious living spaces to middle-class families, looks like a Sotheby’s furniture auction. Tables and chests from every colonial and kingly period, highly buffed, well-weathered or hand-painted with flowers all over, make up the mock living quarters. Around it are the touches amateur Martha Stewarts love: leather hatboxes, satin tasseled pillows, jacquard ottomans, and gilded picture frames around real paintings of old-world seashores, horses and hounds, and Dutch children with cows. A large red sideboard covered with vines costs a mere $1,200. It looks enough like an heirloom costing $20,000 to make a buyer think he or she will never find something this great and this low-cost again. But he will. Costco and Sam’s Club have sideboards just as fine, still in the box, for $200 less.








Chapter One

Taking a Slow Boat

in a Fast China




THE BANKS OF THE HUANGPU RIVER RUNNING THROUGH SHANGHAI do not just bend. They mind-bend. For a century and a half, the currents of change coursing through modern China have been more visible from Shanghai’s banks than from anywhere else. Here Western powers pushed in most aggressively in the mid-nineteenth century, and later the Japanese made their claim in 1895. The foreigners established an all-but-independent city-state to run their China trade. Western tastes mingled with China’s on such a grand scale that The Bund, then Shanghai’s commercial center on the west bank of the river, looked like the gleaming boulevard of a great European capital.

In the early twentieth century—until China and the world unraveled in the 1930s—Shanghai counted as one of the world’s five most important commercial centers together with London, New York, Paris, and Tokyo. The city was also the world’s second-busiest port. Its banks, housed in the imposing hodgepodge of broad European money palaces and slim towers on The Bund, were flush intermediaries in an irresistible trade with Western and Japanese sellers of machines, cotton cloth, medicines, and opium. Chinese factories poured out clothing, paper, and other simple manufactured goods at prices foreigners could not match at home. Commodities in vast quantities moved in both directions.

While foreigners created Shanghai as a world port, the city soon proved a magnet for Chinese looking to work in factories or, during periods of social unrest, for sanctuary. The large migration into Shanghai, and the foreigners’ fears that their city would be engulfed, helped lead to the system that ultimately divided the city into separate zones, gated sections of town for the colonists, known as concessions, and the rest for Chinese. Paradoxically, the division also created China’s first modern city when the Europeans imposed a formal municipal government over Shanghai. Previously, Chinese cities, though often large, did not have single municipal governments. Interestingly, the English word modern was transliterated into Chinese for the first time in Shanghai, and the city became synonymous with the new.1

This Chinese city reborn with Western management built the country’s tallest buildings, was home to its most prominent banks, had streetcars and running water, beauty parlors, business suits, and French fashions.2 The city’s modernizers were not always Europeans or Americans of the standard colonial mold. Since Shanghai’s modern beginning it was also the home of a small but extraordinary group of Jews, many from Iraq, Spain, Portugal, and India. Controllers of property, entertainment, and financial interests, the Hardoun, Kadoorie, and Sassoon families helped create the new world of Shanghai that was neither Occident nor Orient.

The city, however, was never new enough to wash away old prejudices. Stories are told of the notorious sign outside the British Huangpu Park that forbade entry by “Dogs or Chinese.” Shanghai then, as now, collected the world’s contradictions. Asia’s capitalist hub was also the site in 1921 of the first meeting of the Chinese Communist Party.* The city that gave birth to the verb shanghaied also played host to the lost. In World War II, the city, which stood apart from the world of nations, became a refuge for as many as thirty thousand European Jews fleeing the Nazis.

In 1949, the Communists seized the country, and for the next forty years the creative power of Shanghai turned away from enterprise. Commercial life stopped dead. Shanghai’s grand European architecture and the pre-1940s brick blocks that reflected the city’s worldly blend withered.

Today Shanghai is again China’s most proudly modern and global city. Yet the city’s history of foreign domination is one of China’s enduring national wounds. That collective hurt helps to fuel the insistent drive of the Chinese today, as well as China’s ambivalence about what it is willing to give and take from outsiders. Historical Shanghai was corrupt but glamorous, barbaric but sophisticated, repugnant but remunerative. The Chinese government routinely trots out this darker side of Shanghai’s past. The government uses the colonial history of Shanghai, once painted “The Whore of Asia,” to remind its public that there’s an enemy world ever ready and willing to humiliate their proud civilization.

Thus, if ever a people had chips on their shoulders, it would be the Shanghainese, chips they are urgently stacking into skyscrapers. Despite, or because of, their historical feeling of humiliation, the Shanghainese are perhaps the most assured—other Chinese would call them arrogant—among their countrymen. The Shanghainese consider themselves China’s best businessmen and -women, most capable public administrators, most global in outlook, and most daring risk takers. It is no accident that a disproportionate number of the Communist Party’s highest leadership came from this city, or that China has singled out Shanghai as the city that will first displace Hong Kong as the mainland’s top financial center and then take its place as one of the top business and financial centers of the world.

So the middle of the Huangpu is good place to witness the rhythms of the city past and present. Traffic piles up on the water in the same way that it does on the city’s overcrowded roads, and the afternoon boat tour takes travelers right into the heart of the maritime rush hour, when hundreds of barges, some shaped like oversize sampans, others like floating mountains of sand or coal, line up four or five across the width of the river under the shadows of orange-hulled oceangoing cargo ships or natty gray vessels that look like floating factories but carry gas and chemicals.

The tour boat is billed as a catamaran, but looks and rides like a slow-moving barge—with a three-story restaurant slapped on top. Except for two giant bug-eyed brass dragonheads jutting from the bow, the boat feels like a low-rent Chinese banquet hall. Filled with baroquely carved and generously marred throne chairs, banquet tables with starched but stained tablecloths, and an immobile, bored staff, the vessel is a floating ambassador from the state-run tourism sector, a nationwide empire of shabby hotels and restaurants. The boat service, one of China’s first commercial tourist ventures, still peddles the Communist version of glamour even as it plies the wide gray river for three and a half hours, working its way slowly toward the intersection of the Yangtze River and the East China Sea.

Despite the river traffic, Shanghai was until recently fairly self-contained, bordered close in by a countryside of farms. When the boat tours commenced shortly after China’s economic liberalization began in the early 1980s, one could still gaze across the water and see rice and vegetable fields, yards with chickens, pigs, geese, and shady trees. The Bund had grown dowdy from decades of Communist disdain, and for years few businesses saw any good in it. The grandest buildings had been taken over by regional and municipal agencies with ideological grudges to bear against the old foreign banks and hotels. Even as Shanghai bloomed throughout the 1990s, The Bund remained largely dormant, like an urban set from a 1930s Hollywood movie extravaganza that had never found another script.

Then, as Shanghai earned back its commercial bearings, it attempted to restore some international élan by leasing space in one of the big Bund buildings to a giant Kentucky Fried Chicken outlet, which at the time was a luxurious taste of the West for locals. Today, KFC is gone from The Bund, but has found new homes all over the city where it has settled into place as a popular indulgence. The Bund, meanwhile, gains the luster delivered in all world capitals by the international purveyors of lifestyle. Now one can find there Italian chocolates, Evian Spa, spruced-up boutique hotels, and world-class restaurants run by superstar chefs from Paris and New York. Three on The Bund, an entertainment complex on the waterfront, occupies an old office tower that underwent a $50 million renovation steered by one of the world’s most prominent architects, Michael Graves. It includes what may be the world’s most spectacular site for an art gallery, high above the river with windows out onto the water traffic and the riverfront’s dancing curtain of colored light.

Making all this change possible is a city with real wealth. Average incomes in town are ten times higher than outside, with a sizable middle class that makes $10,000 or more a year, and often much more. There’s an official name for the money that people make above the income they report: “additional sources.” Plenty of people seem to have them. Jammed on The Bund and elevated highways are private cars that cost thousands more than they do in the United States or Europe. The Shanghai municipality requires drivers to pay a $5,000 permit just to buy one. Top models are back-ordered nonetheless. The boom in private apartments, many costing $100,000 and up, wouldn’t happen in a city without lots of additional sources. A boom is fueling the boom. Shanghai property values climbed so fast that they created a whole new moneyed class in the city. Locals with enough currency and nerve to enter the housing market in the mid and late 1990s saw their property climb in value at least 20 percent year over year. Many properties doubled in price in less than three years. People bought more. Sold some, bought still more. A local scandal erupted on the news that one-third of Shanghai’s new crop of luxury apartments had been bought and sold again before they were ever occupied. The result of the boom is a demographic of young Shanghainese who do not truly grasp where their wealth has come from, feeling that if they just stick their hands in the air, money will fly their way.

One of the triumphs of the Communist Party was its success in spreading the easy use of Mandarin Chinese among nearly all of China’s population. The Shanghainese, of course, speak superb Mandarin these days, but immigrants to the city from other areas of China are now for the first time studying the city’s local tongue, Shanghainese. Phrase books and dictionaries that help Mandarin speakers pick up the dialect are appearing in local bookstores. Shanghainese language schools have begun to pop up. All because the city’s Shanghainese upper stratum of managers talk among themselves in Shanghainese, even in the presence of outside workers, executives, or public officials. The knowing nods and glances make others suspect the Shanghainese are keeping secrets. Foreigners wonder the same. Language-learning materials have begun to appear on eBay for American and European buyers.

The goal of learning the local language is to capture for oneself whatever particles of the city’s energy one can absorb. Colonial Shanghai once prospered by peddling opium to locals hooked on oblivion. Now energy is Shanghai’s drug, craved more powerfully by a population pouring into the city to seize its supercharged moment. Shanghai’s young glow with an optimism that comes of living in a time when the local economy doubled, redoubled, and doubled again.

Behind The Bund and just visible from the boat, the city is pushing against every boundary north, south, and west. The world’s construction cranes started migrating en masse to Shanghai in the late 1980s, stretching the boundaries into the sky too. More than five thousand new buildings over fifteen stories tall were built by 2004.

If the river is the best place to look up at the city, the best place to look down on it is not from one of the city’s tall buildings. From those heights one must peer through a sickeningly brown smog that floats along the upper reaches of the skyline like the film at the top of a coal miner’s bath. The clearest view of Shanghai’s shape is found in the Shanghai Urban Planning Exhibition Hall. One of the fantasy oddball showpieces on Renmin (People’s) Park, Shanghai’s festive answer to Tiananmen Square, the Hall is a gleaming glassy white box of a building about the size of an urban department store. It is topped with four giant canopies shaped like inverted circus tents, making it one of the cheeriest buildings in town.

Inside one may see how thoroughly Shanghai is obliterating its low-rise past and building a high-rise future. On the third floor is a scale model of the entire city with nearly every building extant or planned, rendered as a little colorless tower. The model covers an area the size of a basketball court, and no building is more than four inches tall. What other city in the world would take a parcel of its most valuable real estate bestride its main park and devote it to a building celebrating the civic leaders’ plans for the future? In another city there might be a computer image of future schemes on a Web site somewhere, a model under glass in city hall or the science museum. But not a whole building. In Shanghai, even civic propaganda falls under the spell of gigantism. And it works. Even scaled down to insect size, the burgeoning city feels like a living thing that is spreading over the earth, its horizon receding out of view.

Locals walk the elevated platform that surrounds the model looking for their homes, or the high-rises that have taken the place of their homes. The model would have looked entirely different not long ago. In Shanghai, people grew up in neighborhoods with local schools (often housed in the former mansions of the city’s foreign elite), small shops, and street vendors, and closely quartered two- and three-storied homes, all of which made for intimate, self-contained communities. Kids played ball, moms hung laundry, and granddads played mah-jongg or sat with their caged birds. Today, young people who go off to school in another city or abroad, or graduates who leave the city for work, can return home after a year or two away and find that in place of their little house is a complex the size of New York’s U.N. Plaza. The experience is not just physically dislocating. It gives one the sense that no matter how muscularly it is remade, the city is impermanent, that the only thing that will endure in Shanghai is ambition.

The Exhibition Hall competes for attention along Renmin Park, where the city’s huge but graceful Grand Theater, designed by a Frenchman and opened in 1998, looms like a Pompidou Center reassembled as a Chinese temple. Across the street is the round Shanghai Museum, built of pink Spanish granite and designed to resemble an ancient Chinese bronze vessel, complete with rooftop arches in the shape of handles. The museum was China’s first planned on the modern American model. Appeals for money and artifacts went out to philanthropists, especially overseas Chinese millionaires wanting to give something to the motherland—and perhaps get something back from the motherland too. It is the place in Shanghai where foreign tourists feel most comfortable, connecting the majesty of ancient China with the new. Through the galleries move a throng of foreigners mind-numbed by jet lag and five thousand years of Imperial display.

How Taiwan Invaded Shanghai

Not all of Shanghai’s ambition is homegrown. Far from it. Though the model at the Urban Planning Exposition Hall means to give the impression that the city is in control of its destiny, the view from outside reveals how much the current Shanghai has been remade by foreign energy, money, and world-class talent pouring in. One area of Shanghai once well out of view that now rises in the skyline is the city’s newest foreign enclave, the locus of Shanghai’s resurgence.

In the 1990s, foreigners began rushing in again, and a whole district of the city, the Gubei New Area, was reconfigured for them. For the newcomers, the welcome mat replicated—no, topped!—the relative opulence of Taipei, Hong Kong, and other Asian cities. Huge deluxe apartment complexes the size and subtlety of giant Las Vegas hotels sprang up. Though set back several miles from The Bund, the Gubei complexes—together with those of Shanghai’s other new skyscraper districts—are so enormous that they make the older buildings look like a row of town houses. And, like the international settlements of old Shanghai, which catered to the creature needs of the Europeans and Japanese, Gubei is now a city within Shanghai that replicates the prosperous Asia that lies outside China.

Interestingly, guidebooks offer virtually nothing about Gubei. Lonely Planet Shanghai describes it in nine sentences; Let’s Go: China does not mention it at all. What they overlook today is likely to be exactly what tourists in the future will find so extraordinary. As with old Shanghai, Gubei is something of a foreign concession, the wholesale importation of an alien lifestyle created for and by outlanders.

The first wave of newcomers were actually returnees of a sort, the “overseas Chinese.” Mostly they came from Taiwan, which made them an unusual addition to the local scene. Since their own government in Taipei has no official standing in the People’s Republic, the Taiwanese arrived with little political protection, but they did bring with them money and know-how, two things Shanghai could not resist. Official Shanghai has even created a special bureau that serves as a de facto consulate for the Taiwanese, offering them the sort of resources that citizens of less murky legal status get from their governments. Accurate counts of the Taiwanese in Shanghai are hard to come by; even the city bureau cannot offer one. The official number lies somewhere between 250,000 and 500,000. Shanghai officials do have a count of the number of Taiwanese businesses in town, however; there are more than five thousand of them, representing more than $10 billion in foreign investment coming into the city. Taiwanese businesses have been moving to China so enthusiastically that there are deep fears back home that Taiwan’s economy may hollow out as money and expertise migrate to the mainland.

How much is foreign investment changing the view out the riverboat window? By the end of 2003, a total of 14,400 wholly owned foreign companies were in the city, with another 13,000 businesses underwritten with foreign money.3 In 2004, the city attracted more than $12 billion in foreign direct investment, the overwhelming share of which went for industries that export, mainly to the United States. In other words, Shanghai alone attracted roughly the same level of investment as all of Indonesia, the world’s fourth most populous country, and Mexico, the country that the North American Free Trade Agreement was supposed to turn into a magnet for world capital. Overseas Chinese are the most active investors, providing more than half of the foreign money spent to set up businesses. In the early 1990s, their share was 70 percent.4

Years into Shanghai’s boom, it is still easy to feel the fever that electrified the city’s early investors. Coming in close contact with China changes one’s perspectives on the possible and the permissible. The river tour alone jolts the imagination, stirring up all kinds of schemes and plans to lasso one’s fortunes to others’ schemes that will somehow allow some small bit of the commerce of this great multitude to drift in one’s direction. Matters that in other contexts might seem repulsive here glisten. There is the inescapable, peering crowd; the all-embracing political footprint of the Communist Party; the mushrooming of cities and sprawl; the common and pathological desire to exchange time for money, no matter what the social cost. From afar, these qualities in China look like demons. From up close they seize one’s thoughts and look like riches. Indeed, whole countries have abandoned their worldviews as China enters the picture.

Imagine how this psychic pressure has worked on the Taiwanese, for whom China has always been in view. The island pseudonation that has lurched toward democracy and now struggles with the issue of independence feels most intensely what the rest of the world does about mainland China. Its opportunities force a rethinking of its identity. Consider the political complications of intermixing Taiwan’s economic jewels with China’s expanding opportunities. The Taiwanese have reason to fear for Taiwan’s pesky, newly democratic soul. The Communist government insists lately that the Taiwanese who have chosen to do business in the mainland disavow the aspirations for independence of the Taiwanese leadership at home. The edict comes like the demand of a patriarch who knows his children’s wealth, social connections, and identity lie within the family. In Chinese melodramas, fathers often cast out sons and daughters but find their hearts soften enough to welcome a long-overdue reconciliation. Or find tragedy when their realizations come too late. The mainlanders and the Taiwanese both wonder when the other will come around. Communist China would never change for Taiwan’s reasons. Taiwan may well change for Communist China’s, but the odds are far from certain.

Up to one hundred thousand Taiwanese traveled home to vote in the island’s elections in 2004, many casting ballots for the first time in their lives. The Communists banned political meetings among the Taiwanese in China, fearing open discussion of Taiwan’s independence. They miscalculated. The Taiwanese working in China tend not to side with the pro-independence crowd. They already live a version of unification. The Taiwanese in Shanghai are believers. They already bet on bigger China, and not just on low-wage manufacturing industries that can pick up and move to cheaper locales on a whim. More important, Shanghai is the new home of Taiwan’s cutting-edge global conglomerates. When they come into China, they don’t just bring investment dollars, they bring advanced technology, business practices, and an international network tied to the world’s best companies. Taiwanese banks, insurance and securities companies, and high-tech research laboratories are included in the mix.

And so too is the crowd of young internationalists who sport a style and creative energy that can mediate between the manufacturing prowess of the mainland and the less tangible, but no less essential, global technology of being cool. For the young overseas Chinese jet set—parents from China; raised in Taiwan or Hong Kong, or perhaps Cleveland, Vancouver, São Paulo, or eastern Siberia; who were schooled in the United States, Australia, or Great Britain—Shanghai is a digital, club-hopping, warp-speed update on Paris in the 1920s. Picasso is not coming, but in Shanghai, warehouse districts are being converted into galleries, while movie studios from Hollywood, Hong Kong, and elsewhere move in, creating a nexus of literati, digerati, and glitterati that China has never before seen.

No longer just for Taiwanese, Gubei also caters to Koreans, Japanese, and to other overseas Chinese, mainly those from Southeast Asia and Hong Kong. An enclave of subcontinental Indians is forming into “India Town.” Now Gubei boasts fashionable department stores, five-story restaurants made up almost entirely of private rooms, and designer boutiques and upscale salons all of which set prices with a happily blind eye to the low local cost of living.

Shanghai Sex and the City

One amenity the newcomers crave in Shanghai is companionship, and Gubei grew into a district distinctly capable of keeping its growing population of mistresses and “second wives” happy. During the day, one can spot the local Chinese women who have attached themselves to men, mostly Chinese, who live in the city for business, and buy the women their name-brand clothes, high heels, and posh handbags. Sex is still one of the allures of Shanghai. The disparity of wealth between expats and the local rich on one side, and a vast population looking for a way up on the other, is a recipe for all sorts of contact. The drop in local ginseng sales is a small sign of how many men have switched to Viagra, which, with demand for it enormous, is now no longer protected in China by patent laws.

Here, the middle-aged overseas Chinese can find willing youth, burly German mechanics can find lithe girls who simply don’t exist at home, and nerdy Western engineers can find girls so hot their friends at home would laugh. Outside of Shanghai’s crowded clubs pass a stream of Porsche coupes and decked-out, open-top SUVs rolling to their own Chinese-rap sound tracks. Behind the wheel are the pudgy deal makers who dine out nightly with clients and party afterward, or the buff, spiky-moussed Party princelings whose connected fathers have bought them China’s equivalent of a Bel Air lifestyle. One hand on the wheel, the other on the latest $800 phone, they steer their cars slowly down the street, dialing friends on the inside to assess the scene. At the clubs’ doors stand gangs of bruisers who must engage in nightly brawls to keep out demanding, unwashed proletarians, who, drunk on domestic booze, insist on slugging their way into where they are not wanted.

“This is China! Who the hell are you to keep me out,” they shout. “Shanghai’s best hookers are in there and I want to sample one!”

Every night the police, otherwise mostly invisible in the city, come by to haul the angry away. The gate-crashers are right. The city’s best hookers are inside. Expert students of the Hilton sisters, they see to it that their clothes are tight and ripped in all the right places, their high heels as long as their skirts, and their hair and makeup done up in the style of Asia’s adult-comix dreamboats. They stop hearts and no doubt garner their share of foreign direct investment.

And, there are those who find that far from home they can pair up with partners of the same sex, also young, lithe, and hot. Shanghai’s gay scene is lively, and Bangkok is only one time zone away. Sex does not bring as many foreigners to China as does money, but it brings them, nonetheless.

Rocket Buildings

The most stunning anachronism on the boat is not its dragon design or its moribund service; it’s the sign describing the river tour to customers. The sign promises one of the most beautiful water rides in China, one where every turn reveals a lush natural vista. The endurance of the cheerful promotion speaks for the malaise of government enterprise. The sign is as out of touch with its city as a tour boat around Manhattan that still marveled at the wonders of Grant’s Tomb or the magnificent spire of the Woolworth Building, neglecting entirely the appearance of the skyline and the filling out of the metropolitan region. Today, twenty years after the launch of the boat, there is no escape from Shanghai’s urban landscape, nor from its surrounding factories. Up the Huangpu, city and industry stare down the dragons at every turn.

Nowhere is this contrast more dramatic than with Pudong, Shanghai’s, and indeed China’s, iconic glass skyline. Across the Huangpu from The Bund, and rising from land that was once fields, Pudong is a parallel twenty-first-century downtown growing in fulfillment of an implausible fifteen-year-old pronouncement that a great urban center ought to fill in for the swampy, low-lying turf. Officials call it the “Microcosm of China’s Economic Miracle,” and it is in fact a kind of miracle. Today, the Pudong district is home to nearly six thousand foreign-funded businesses, including the offices of nearly three hundred of the Global Fortune 500 companies (the old-Shanghai side of the river has another one hundred). Foreign businesses take advantage of Pudong’s status as a Special Economic Zone, or SEZ, earning tax breaks and other incentives, including friendly relations with the Chinese leadership, which proudly pushed for the project. The development—full of needle-nosed towers, neon, and video shows playing over skyscrapers, and revolving restaurants perched high like spacecraft visiting from the pages of Amazing Stories magazine—projects an H. G. Wells–like vision in which a technologically advanced future delivers the Chinese from the brute realities of the present. Pudong is the propaganda of hope.

Pudong may also be one of the biggest boondoggles of all time. Where did all the money come from to build a city neighborhood that will soon match the size of Paris? The Chinese government has invested more than $12 billion in infrastructure projects just to get the land in shape for more construction. The municipal infrastructure costs aside, Pudong’s building boom, like much of China’s recent development, has been underwritten by a fortune of public money spent and lent with too little regard to the hard question of whether the investments make economic sense. So far optimism is keeping it up, and a whole social apparatus exists to make sure that optimism itself stays up.

So should one bet against Pudong? Maybe not. This is Shanghai after all, where buildings rocket from the earth, where the men gobble knockoff Viagra, and where the city’s leaders crave projects that will drip with superlatives every time they get public mention. From their conception, buildings and public works are bulked up to be the biggest, tallest, longest, fastest, or otherwise most something.

Pudong’s most recognizable landmark is the Orient Pearl Television Tower, the highest TV tower in Asia and the third highest in the world. Spiking straight into the air, the tower holds up three metallic orbs of decreasing size that are meant to look like jewels. The largest and lowest is a dance hall and karaoke bar, the next up is, de rigueur, the rotating restaurant, and the smallest orb is an observation deck. Built in 1994, the spire no longer matches Shanghai’s sophistication, except that it is acquiring the sentimental affection that comes when big structures are simply present for year after year. It may even have a postmodern gloss, providing inspiration to the architects of Shanghai’s newer buildings to break the conventions of joyless international style and to have fun with their buildings. City tour guides like to point out that when one’s view of the tower is aligned with the two nearest bridges, it looks like two dragons playing with pearls. Yet, in front of the tower is another building that lines up in a more interesting way. It’s the International Convention Center, a curved rectangular building with two large glass halls in the shape of the world on either end. As the tour boat heads up the river, people rush to the rail for a shot of the TV tower centered over the Convention Center, the tower’s spike rising proudly between the two glass globes. Is it possible that the planners overlooked this possibility? Or that they were excited by it?

In 2004, Toho Pictures of Japan paid Pudong its highest compliment, making Pudong the location for the climactic fight scene in Godzilla: Final Wars. The big amphibian stomps through several major cities around the world in what is said to be his farewell film, but the firefight against a dragon in Shanghai is the topper. That should lend the Orient Pearl Television Tower the pop-icon status King Kong gave the Empire State Building.

But this is not all. Another one of the towers under whose shadow the tour boat passes is the shiny silver Jinmao Building, raised to a lucky eighty-eight stories in Pudong on the east side of the river. The skyscraper, which was briefly China’s tallest building, houses the Grand Hyatt Hotel, the world’s highest inn. The Jinmao Building, like the boat, is outwardly clad in Chinese accents. Instead of dragonheads, however, its exterior has the aggressive contours of a bronze from the Warring States epoch, or alternatively of a Chinese robot toy. It’s the kind of muscular, opulent skyscraper once built in New York and Chicago to express their cities’ gilded ambitions, proclaiming that Shanghai intends to takes its place among the world’s top cities, but in its own sinocized version of global moneyed culture. The accents were designed by the building’s American architects, the giant Chicago firm of Skidmore, Owens and Merrill, the same firm that designed the Sears Tower. Rooms in the Shanghai Grand Hyatt begin at around $240, one-quarter of the average annual income of the Chinese, who are more accustomed to paying $10 a night in the country’s innumerable hotels that cater to the much bigger, less comfortable demographic.

Again, that is not all. The projects now on the boards that will finish the current decade in the Shanghai area alone include the world’s tallest building, the world largest shipyard, and on The Bund, the world’s tallest Ferris wheel, which at 656 feet tall will top England’s London Eye by a mere 213 feet. Add to that hundreds of miles of highways in and around the city, and a major expansion of the city’s ultramodern subway system out to areas of Shanghai being newly redeveloped.

Probable too is the extension of the world’s fastest train, a magnetic levitation train that now runs only over a single short run between the east and west side of the river to deliver people to the new airport. The $1.2 billion “maglev” train now traverses the short route as a test for a system that may eventually provide the world’s fastest intercity train, running at nearly three hundred miles per hour between Shanghai and Beijing. The test train was built by two German industrial giants, Siemens and ThyssenKrupp, in an attempt to sell the Chinese their technology, but they may not get a bigger project. The Chinese, with the confidence of the age to boost them and the easy seepage into the country of foreign technology that others have already bought and paid for, have their own ultra-high-speed trains in the works. Forty years ago when Japan was still seen as a low-cost copycat producer, its Bullet Train, the Shinkansen, helped rebrand the country as a technology leader. The train made its first run the same year as the Tokyo Olympics and was a star of the worldwide blitz of broadcast and print images that showed the country at its best and turned the Olympics into a cutting-edge coming-out party. Barring slipped deadlines, the high-speed link between Shanghai and Beijing will begin its run in 2008, the year of China’s first Summer Olympics. When China’s leaders weigh whether it’s folly to spend $1.2 billion on a twenty-mile test run for their fast train, or $16 billion on the intercity system, they reject the logic that the money would be better spent on programs that serve the hundreds of millions of people for whom a ticket on the ultra-fast train will always be an unobtainable luxury. Investing in the nation’s prestige will, it is assumed, ultimately pay dividends for everyone. Letting the world know China can top Japan also has psychic rewards that money cannot measure.

Again, this is not all! The city fathers are also planning three big bridges and four traffic tunnels, one of which will be—that’s right—the world’s longest. Today, the world’s longest single-bridge project is outside Shanghai, but still very much driven by the city’s interests. It is the planned $1.4 billion highway in the sky that will connect the road that extends south of the city to Hangzhou Bay, twenty-two miles of which the bridge will cross. The south end will connect to Cixi City, a gateway to Zhejiang Province, just to the south of Shanghai, which is filled cheek by jowl with industry.

All this local gigantism is carefully documented each day on the front pages of the Shanghai Daily, the English-language paper put out by the government press. It is a quick, mostly cheery read, peppered with local news, summaries of government commissions and state visits and, less prominently, wire service stories on select world events—perhaps in Denmark or Tonga—that often seem to have no conceivable local relevance. The tour boat’s trash bins fill with copies even before the boat departs.

Yet, the paper is still worth reading, and rereading. Its news—like that in most of China’s state-run media—is both a measure and stimulus of China’s ambitions. While the rest of the world’s press leads with war news, celebrity scandals, or political coverage, the Chinese press logs every effort, public or private, that is being made to push China to the top in every contest it publicly places itself. The China news, of course, also has a “lift the race” message, in which Asians, and Chinese in particular, are encouraged to try harder in all things. One day’s big story might describe how Chinese mobile-phone makers are winning the contest against foreigners, painting the victory as a point of pride. The math, however, is strained, and the surveys it rests on are highly targeted. Chinese phones are not leading the market, but Chinese phone users say they hope homegrown brands will someday lead. The headlines in the paper will, it is hoped, help make the wish come true.

Great personal achievements also fill the front page. There are, for instance, top stories about the young winners of one of the nationwide English-speaking contests. Imagine an American newspaper attempting to pump up sales with the story of a hardworking, likable local boy who trounced his competitors in a conversational-French contest by giving a fine speech on the merits of international brotherhood. The Chinese press regularly carries such stories. In a country where so much rides on the achievement of the upcoming generation, and where families must bet all on the achievements of the one child that the government allows families to have, parents and grandparents apparently find the triumphs of other people’s superstar children entertaining, a kind of vicarious thrill in a country where good test scores and the right academic track are as sexy as six-pack abs. Smart children, after all, hold the key to China’s ascendancy. If they are diligent enough, they too may one day build the world’s biggest something or other. They will certainly help build what is destined to be the world’s biggest economy, and if all goes as the Chinese expect, the most influential geopolitical force in Asia and perhaps the world.

As the tour boat ride ends, the dragon bow bumping lightly against the dock, one can’t help but see the destiny of China in its cities, in Taiwan’s subservience, and the return of the overseas Chinese to the motherland. For now, big projects are the public prelude to dominance, parts of a national temple in the making. The vistas from the Shanghai tour boat may not be lovely to someone wanting respite from the whirring urban-industrial engine that is Shanghai, but they possess a certain beauty to those who see industrial might and architectural bravado as the path to a world where China has regained its rightful place—at the center, certainly respected and maybe even feared.

*The site of the meeting is now a national museum in the middle of Shanghai’s ritziest entertainment complex.
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