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Introduction 

Henry Kissinger said, during a recent TV appearance on CNN, that at the time of his famous trips in 

1971, the rise of China as the key competitor of the US would have been inconceivable. He added 

though that the US has been dominant for 50 years, whereas China has been dominant in 1800 of 

the last 2000 years! So, perhaps China’s rise wasn’t a surprise after all.  

Indeed, the Chinese empire prospered during the middle ages, albeit largely isolated from the rest 

of the World. This isolation had a side effect though, as China completely missed the opportunity 

of the Industrial Revolution. At its peak, near the beginning of the 19th century, China accounted 

for almost one third of the global economy. However, after the defeat from the British, during the 

two Opium Wars, the Chinese Empire and its economy collapsed to a mere 5% contribution to 

global GDP, by the mid 20th century. It remained near this level until Deng Xiaoping assumed 

power in 1977 and began growing ever since. Now this contribution exceeds 17%, a level similar to 

the one it had in 1870, indicating an economic cycle closing after more than a century.  

The notion of cycles, economic or other, and continuous change is not something new. As 

Heraclitus, the great Greek philosopher of the 6th century B.C., said, everything flows and nothing 

remains the same. Indeed, our world has developed greatly over the ages starting from antiquity 

all the way to modern times.  However, progress doesn’t stay in one place. We see it moving from 

ancient Egypt to ancient Greece and Rome. And then again, after the sudden “pause” of the dark 

ages, a new Era of prosperity starting with the Renaissance and later on the Industrial revolution 

and the gradual development of the modern Western countries and civilization as we know them 

today. Even in recent times, the balance of power does not stay the same. Europe, especially the 

UK and Germany, were the first to benefit from the Industrial revolution. Two World Wars later, 

Europe started to stagnate leaving room for the United States to take over, only to be challenged 

by Japan and the former Soviet Union. And that brings us to our current time. Everyone is here all 

right; however, we have a new player attracting most of our attention, China! 

This continuous shift of power between countries and regions is not necessarily unpredictable. 

Indications and trends are in some cases unmistakable and there for everyone to see.  

This is exactly what the “The rise and fall of modern empires” series demonstrates. Posted on a 

few selected LinkedIn groups, the series received thousands of insightful comments that inspired 

this concluding report to sum-up the discussion and expand on China’s potential for future 

development. 

 

http://www.forecastingnet.com/apps/blog/show/7744964-henry-kissinger-talks-about-the-china-challenge-forty-years-after-his-visit-
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The rise and fall of modern empires, Parts I-III 

Part I (The rise of China and Asian economies, could we have predicted it?) analysed the past 

performance of different regions and countries, in terms of GDP contribution to global GDP, 

between 1950-2010. It verified the long term shift of the international balance of power from the 

West to the East, starting with Japan’s economic miracle but really taking off with China’s and, to a 

lesser degree, India’s growth frenzy over the last few decades. Back in 1985, the size of Asia’s 

economy was almost identical to that of N. America and W. Europe. However, Asia had a clear 

upward trend whereas the other two regions a clear declining trend. That indicates that Asia’s rise 

is a long term trend that we could have easily identified early enough. 

Part II (Income inequality) explored income inequality and the improvement of the individuals’ 

economic power. The shrinking of the income gap between the West and Asia during the last 

decades was confirmed. However, both Asia and China still lag considerably behind the West’s 

average GDP per capita, so, it may take many years until they reach full convergence, if they ever 

do. 

Part IIIa and  Part IIIb (what drives economic growth of regions and countries) deal with the growth 

drivers of regions and countries. Is the shift of power to the East attributed to the growing and 

much larger populations of Asia or is it based on the improvement of living standards, productivity, 

and innovation? Contrary to popular belief, Asia’s growth is mainly based on GDP per Capita 

improvement, not population growth! This is also true for China, where population growth is 

below the World’s average due to the one child policy. All these unveil important growth 

dynamics, especially in China and Japan, including significant developments on an individual basis. 

This three part work explored the trends and dynamics behind the economic rivalry between 

developed and developing parts of the World, especially between the West and China, up till now.  

But what about the future? 

 

 

 

 

 

http://www.forecastingnet.com/apps/blog/show/9081039-the-rise-and-fall-of-modern-empires-part-i
http://www.forecastingnet.com/apps/blog/show/13166934-the-rise-and-fall-of-modern-empires-part-ii
http://www.forecastingnet.com/apps/blog/show/30201876-the-rise-and-fall-of-modern-empires-part-iiia
http://www.forecastingnet.com/apps/blog/show/32626820-the-rise-and-fall-of-modern-empires-part-iiib


 

China and developing As ia:  the b ig  p ic ture    4 

 

The future of China 

In the paper “The future of the global economy”, published in 2008, just a few days prior to the 

collapse of the Lehman Brothers, two important forecasts were made. The first was about the 

then forthcoming global economic collapse that was verified almost immediately by the events 

that followed. The second was about the rise of China. It reaffirmed the trend and the fact that we 

could have predicted it. Furthermore, by using the Logistic Substitution model, the paper 

anticipated a considerable economic slowdown in China by 2024. That was accepted with 

scepticism at the time since China was growing at high rates. However, five years later, the first 

signs of stagnation are here. 

Recently, the Economist issued its 2014 top growers list, not including China, for the first time in 

many years. This should not come as a surprise. The low production cost based growth model, is 

starting to lose momentum. If China follows the same route, then ten years from now there will be 

no economic miracle to talk about, a déjà vu of Japan’s economic history without the huge GDP 

per capita development. China’s undergoing growth during the last three decades led to an 

increased internal income inequality with the development of a strong middle class. That along 

with the continuous interaction with the West raised people’s expectations without increasing to 

the same level the actual living standards that are still well below Western average. A possible 

destabilization of the huge population resulting in social unrest is the last thing that China wants at 

this time. Instead, the country would like to see its internal market and consumption growing to 

compensate, to a certain degree, for revenue lost due to the global crisis. It is important that living 

standards will continue to grow to avoid social unrest, boost internal consumption, and further 

empower the middle class thus adding a new competitive edge for China, this time based on 

differentiation, quality, and expertise. That’s the next big challenge for China! 

In that context, a reform in China is definitely in order but it is not necessarily coming, at least not 

to the extent dictated by circumstances. Chinese officials have already captured this although not 

as successfully as they should. Caixin Online recently published an article, called Reform Suffers a 

Midlife Crisis addressing all the above issues of stagnation, the needed reform, and the actions so 

far. If China is unsuccessful in this transformation to improve sophistication, product 

differentiation, and quality of life for the average Chinese, it is possible and even probable that the 

Chinese economy will have reached its maximum potential in a decade or so leaving space for 

another “challenger” (India?) to rise as history repeats itself once more. If successful, then it will 

have renewed its growth potential based on a different model than the one used after 1980, 

securing once more a new place in the international economic landscape. 

 

http://dx.doi.org/10.1016/j.techfore.2008.06.003
http://www.economist.com/news/21589184-top-growers
http://en.wikipedia.org/wiki/Gini_coefficient
http://english.caixin.com/2013-11-28/100610963.html
http://english.caixin.com/2013-11-28/100610963.html
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Downloads 

You can download the concluding report and original posts (Parts I-III) of the “The rise and fall of 

modern empires” series from the following links: 

 

Concluding report: China and developing Asia: the big picture 

Part I: The rise of China and Asian economies, could we have predicted it? 

Part II: Income inequality  

Part IIIa: What drives economic growth of regions  

Part IIIb: What drives economic growth of countries 

 

 

http://www.forecastingnet.com/apps/blog/show/9081039-the-rise-and-fall-of-modern-empires-part-i
http://www.forecastingnet.com/apps/blog/show/13166934-the-rise-and-fall-of-modern-empires-part-ii
http://www.forecastingnet.com/apps/blog/show/30201876-the-rise-and-fall-of-modern-empires-part-iiia
http://www.forecastingnet.com/apps/blog/show/32626820-the-rise-and-fall-of-modern-empires-part-iiib

