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Abstract
The objective of this paper is to develop a scenario for the development of the world’s economy,
in which China and America become the two global economic hegemons, who dominate over
other players, mainly including the EU, Japan and other BRICs, in a new multi polar world. For
the purpose of this paper the two new superpowers will be called Chimerica. 2
Chimerica today
China and USA today represent around 13 percent of the world’s surface, a quarter of the
world’s population, one third of the world’s GDP and over half of the global economic growth in
the past six years, largely owing to China (Ferguson, 2009).
The US represents the larger portion of Chimerica, with 20% of total world’s GDP in 2010,
down from 25% reached in 1990 (Figure 1). China’s share is smaller, with 13% of the world’s
GDP in 2010 based on purchasing power parities, but this share has risen tremendously in the
last 30 years, which have witnessed a truly historically unprecedented rise of China and a relative
decline of the US and the European Union. China’s share in global GDP increased spectacularly
from 4% in 1990 to 13% today, while that of the EU-27, for instance, declined to 21% (Figure
1). Since 1978, China’s economy has grown by about 10 percent annually, doubling GDP every
seven years and increasing GDP per capita by 26 times since 1980. No country in the history of
mankind has developed so fast as China did in the recent past. And likely no other country will
ever be able to reproduce it (Kolodko, 2011).
The global financial crisis has only accelerated the rise of China, with China catching up with
advanced economies at the fastest speed in the world’s economic history: China’s GDP in 200810 grew at an average rate of 9.7%, while the US GDP stagnated and the average GDP growth of
the EU-27 was negative 0.6% (IMF, 2010).
The global crisis has also witnessed other remarkable changes in the global position of China: In
2009, it leapfrogged Germany to become the world’s largest global exporter. In 2010, it overtook
Japan to become the world’s second-biggest economy in terms of GDP. Going forward, in 2011,
China will become the world’s biggest manufacturer, overtaking the US after 110 years of its
supremacy. Finally, in 2011 it is likely to become the world’s largest registrar of patents (The
Economist, 2010b).
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Figure 1: The structure of the world’s GDP, 1990-2015, PPP
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There is large literature explaining the sources of China’s growth. 3 It emphasizes the role of high
saving, low labor costs, competitive exchange rate, macroeconomic stability and strong structural
policies. It also underlines the importance of Chinese gradualism, experimental and pragmatic
approach to reforms, high public investment in infrastructure, and capital controls preventing
inflows of speculative capital. Finally, it emphasizes the fast growth in TFP, the ultimate source
of long-term development, driven by rapidly rising R&D spending, increase in the number of
researchers, a growing number of international patents and improving structure of exports
towards high-tech products.4
As to the latter, in 2007, China spent 1.4% of GDP on gross domestic expenditure on R&D, up
from only 0.6% in 1996, only slightly below the EU average at 1.8% (Figure 2). China has also
dramatically increased the number of researchers, from only 0.5 million in 1996 to 1.5 million in
3
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2007, almost on par in absolute terms with the US and the EU, catching up on most other
countries as a proportion to total population (Figure 3). The growing army of Chinese scientists
produced more than10% of world’s publications in 2007, up from below 5% in 2002. America’s
share of world publications, at 28% in 2007, slipped from 31% in 2002; the EU’s share in turn
fell from 40% to 37% (The Economist, 2010a). In 2011, China is likely to overtake Japan in
patent applications, a remarkable turnaround from 2000, when Japanese patent applications were
four times greater than China’s (Economist 2010b). Finally, the structure of exports has
improved dramatically: between 2000 and 2008 the share of high-tech exports in total exports
almost doubled to about one third of total exports, one of the highest shares in the world (Figure
5).
Figure 2. Spending on R&D (GERD) in selected countries, 1996-2007, in % of GDP

Source: Unesco and Eurostat

Figure 3. Researchers per million inhabitants, 1996-2007

Source: Unesco

Figure 4. Share of high-tech exports in manufactured exports, 2000-08, in % of total

Source: Unesco (2010)

Why China and America will dominate the world by 2025.
Based on today’s baseline scenarios, China and America are destined to dominate the global
economy by 2025 and onwards.
China’s GDP growth is projected to continue to exceed the growth rate in advanced economies
for decades to come, leading to a relative decline of the West and a relative rise of China.
Goldman Sachs (2009a) projects that China’s economy will continue to grow at rates above 6% a
year until 2030, double the rate of advanced economies and the highest growth rate among BRIC
countries (Table 1). HSBC (2011) and PWC (2011) provide similar projections.
Table 1: GDP growth projections for BRICs, 2011-50

Brazil
Russia
India
China

2011-20
4.6
4.4
6.5
7.9

2021-30
4.4
3.1
6.4
5.7

2031-40
4.4
2.4
6.6
4.4

2041-50
3.9
1.5
5.8
3.6

2011-50
4.3
2.9
6.3
5.4

Source: Goldman Sachs (2009a)

As a result, the Chinese share in the global GDP (or, rather more appropriately, in the Gross
World Product, GWP) will continue to increase: according to the IMF, China’s share in total
world’s GDP will reach 17% in 2015 on a PPP basis, becoming virtually on par with the US and
the EU (Figure 1). In turn, the market exchange based value of China’s GDP will overtake the
US GDP by 2027 at the latest according to Goldman Sachs and by 2032 according to PWC
(2011). However, with slightly more optimistic growth projections, with China maintaining
growth rates of 7.5 percent a year and yuan appreciating by 3 percent a year, China could
overtake the US already in 2020 5. These dates are much closer to what was projected previously:
When Goldman Sachs published its original BRICs article in 2001 (Goldman Sachs, 2001), it
projected that China would overtake the United States in terms of GDP only in 2040. 6
In 2025, based on illustrative projections laid out in Table 2 for nominal GDP growth rates and
levels of GDP in 2025, the world’s economy is likely to be dominated by China, America and
the European Union. India, the likely fourth largest global economy in 2025, will be far behind
the three leaders, with nominal GDP at around only one fourth of China’s (Figure 5).
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Table 2: Assumptions to GDP growth projections until 2025, per year

Growth rates
(nominal GDP)

Real GDP
growth

Inflation

Currency
appreciation

European Union

3.5

1.5

2

0

Brazil

10

4

3

3

China

12

6

3

3

India

12

6

3

3

Russia

10

4

3

3

4.5

2.5

2

0

United States

Note: IMF projections until 2015; own projections for 2016-2025
Source: author’s own

Figure 5: Projections of the size of GDP in 2025, nominal exchange rates, in trillion US
dollars
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Source: own calculations; IMF World Economic Outlook, October 2010.

Going forward, Goldman Sachs projects that by 2050 the global trio—China, US and the EU
countries combined—will continue to dominate the global economy, although India will not be

far behind (Figure 6). HSBC (2011) arrives at some projections, but the share of India in the
world’s GDP is expected to be much smaller, at only one third of that of China (Figure 7). 7
Taken individually, the EU countries will lose much of its current position in the global
economy, with the size of Germany’s GDP, the largest EU economy, barely exceeding 15% of
that of China.
Figure 6: Projected GDP of top 10 countries in 2050, in trillion dollars
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Source: Goldman Sachs (2009) and HSBC (2011).

By 2050, the world’s economy will then much different than today, with China and the
remaining BRIC countries representing a sizeable part of the world’s GDP. But this pattern will
not actually be unusual: in 1820, the role of today BRIC’s in the world’s economy was even
larger, with China and India alone representing almost half of the world’s GDP then (Figure 8).
Hence, the current trends are only a return to the way the world largely looked like some 200
years earlier. However, the XXI century world is likely to be much different than the XIX
century one, with non-Western countries playing a much more important role in global politics
and economics than two hundred years ago, when the world was largely dominated by the British
Empire.
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Figure 7: A history of world GDP, % of total, 1-2008, 1990$ at PPP

Source: author’s calculations based on Angus Maddison’s database.

What are the assumptions to the long-term growth projections?
USA
According to baseline scenarios, by 2025 and onwards the US is projected to continue to grow at
a steady pace of about 2.5 percent a year in real terms based on conducive demographics,
supported by high fertility rates and positive net migration flows, high quality of tertiary
education and world class innovation. Positive demographics will in particular set the US apart
from all of its global competitors, which—with the exception of India—face substantial
challenges in terms of declining and ageing populations (Figure 8). 8

8

Japan’s workforce, for instance, is projected to shrink by a remarkable 37% by 2050; China’s workforce is
anticipated to decline by more than 10% (The Economist, 2010d).

Figure 8: Projected changes in the labor force, 2010-2050

Source: HSBC (2011)

In addition, growth in the US is likely to be supported by generally strong macroeconomic
policies, flexible labor markets, and high-quality infrastructure. The continued privileged global
position of the dollar as the premier world’s reserve currency, which allows it to borrow from
abroad at low interest rates in its own currency, will also be helpful, although the dollar is likely

to be increasingly challenged by the rise of the euro, despite the current turmoil, and the Chinese
yuan. 9
The global crisis 2008-10 has weakened the US economy in the short term, but its long-term
growth prospects do not seem to be undermined. As argued by Ferguson (2009), contrary to
comments prophesying the decline of the United States in the wake of the global recession, the
US has gone through fundamental crises before, such as the Great Depression or the Great
Stagflation of the 1970s, but each time it emerged with its global position unchanged or even
enhanced. Of course, this time around it could be different, but one nonetheless has to factor in
the historically proven resilience of the US economy, which will at least slow its relative global
decline.
China
Long-term growth in China is projected to continue to be based on China’s traditional strengths,
mainly low labor costs, high saving rates, and a competitive exchange rate. However, in addition
to the traditional sources of growth, the Chinese economy will increasingly be supported by
domestic consumption, as China gradually shifts from an export-based growth strategy to a more
balanced, domestically-driven growth mix. Despite the recent substantial increase in outlays on
infrastructure, infrastructure investment will continue to spur growth, as “over half of the power
and water infrastructure that will exist in China by 2020 has not yet been built yet” (Goldman
Sachs 2010, p.7). Finally, the rising level of innovation should continue to underpin positive
changes in the structure of Chinese exports, supported by strong governmental policies. 10
Given that China’s GDP per person is still below one-tenth of America’s or Japan’s, growth in
China will be made easier by the existing large scope for catching-up with advanced economies
through increasing capital stock, absorbing foreign technology, and raising productivity by
shifting labor from agriculture to industry. Figure 9 shows that, despite fast growth in the past,
China’s GDP per head relative to the US is still much lower than that of Japan in 1960s,
suggesting that Chinese growth potential is even higher than Japan’s then when it was growing at
an average rate exceeding 7% a year. The same applies to other Asian “Tigers”—Hong Kong,
Singapore, South Korea and Taiwan—who grew at rates above 6% a year when they were at a
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similar level of development as China today. China’s vulnerability to crises is mitigated by the
gargantuan international currency reserves, which exceeded $2.8 billion in 2010.
Finally, Chinese urbanization still has a long way to go, raising the productivity level: in 2009,
40% of the Chinese population still worked in agriculture, producing only 12% of GDP (HSBC,
2011). The corresponding movement of labor should continue to help slow the growth rate in
wages, keeping China competitive.
Figure 9: Chinese catching-up potential based on a historical comparison
with other Asian countries

Source: The Economist (2010e)

By 2025, the combined GDP of China and America is projected to represent almost half of the
world’s GDP on a PPP basis; by 2050, under the assumption of continued fast growth in China,
Chimerica’s share in total world’s GDP is likely to represent more than a half of the world’s
total.
China and the US are likely to dominate the global economy even assuming much less robust
growth scenarios: the difference in the projected size of the two economies in 2025 (and 2050)
relative to other contenders—Japan, India, Brazil, Russia—is so large that even slower growth
rates would not dramatically change the emerging pattern in the global balance of power.

China and America’s global dominance will be supported not only by their economic power, but
also by other traditional sources of influence such as the military might, population size, level of
technology, attractiveness of culture and ideology and others. According to a National Power
index developed by the US National Intelligence Council, which measures the global clout of
individual countries based on GDP, defense spending, population and level of technology,
America and China will dominate the world by 2025, although slightly less so than based on
GDP alone (Figure 10).11 Nye (2010) presents a similar view based on a more qualitative
assessment.
Figure 10: Index of National Power in 2010 and 2025, in % of the world’s total

Note: National power scores, computed by the International Futures computer model, are the product of an index
combining the weighted factors of GDP, defense spending, population, and technology.
Source: National Intelligence Council (2010)

Only the EU and—to a lesser extent—India are likely to be serious contenders to the US and
China’s dominance in the future.
The European Union
11

America and China are already the two largest world’s spenders on military (Sipri, 2010). Their lead in military
expenditures is likely to increase further, as Chinese military expenditures grow at double digit rates annually, while
military spending by Russia and the EU stagnates.

The EU’s influence is likely to continue to benefit from the large size of its economy, large
combined military spending, strong position in international institutions, high-quality human
capital, and—last, but not least—attractiveness of its culture and post-modernist ideology.
Despite the projected slower growth rate owing to negative demographic trends (Figure 11), fast
population ageing, high public debts, relatively inflexible labor and products markets as well as
stagnating productivity growth, the size of the EU’s economy will continue to be comparable to
that of the US and China at least until 2025 (Figure 6). 12 This is largely thanks to a high starting
point, with the EU’s economy being the largest in the world in 2010 with a combined GDP worth
$16.1 billion, relative to $14.6 billion for the US and only $5.7 billion for China. 13 Going
forward, however, the projected difference in the size of GDP between the EU and the US and
China is set to increase, relegating the EU more and more into a secondary power status.
Figure 11. Labor force projections for the US and the European Union, % change from
2010 until 2030

As regards political influence, EU’s soft power is likely to continue to have a global impact,
although it may gradually diminish as China and other BRICs expand their global political reach.
However, the attractiveness of the EU’s culture and social ideology is not likely to decrease. To
the contrary, its global influence may rise as the EU social-economic model, emphasizing not
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and possibly also Belarus, Ukraine and Turkey. The addition of Turkey, in particular, would add almost one trillion
US dollars to the EU’s GDP, 6-7% of the total.

only GDP, but also broadly understood well-being, will provide a useful alternative for countries
not willing to follow either the US or Chinese distinct socio-economic development models.
However, one the whole the impact of the European Union on the global stage is likely to
continue to suffer because of it simply not being a nation-state. Despite the EU being ever more
deeply integrated, its policies are likely to continue to be constrained by the divergent interests of
its main members, including Germany, France, UK, Italy, Spain and—increasingly—Poland.
India
The global role of India, the likely third largest world economy by 2025, is likely to increase in
the decades to come, but its individual influence—because of smaller economy (only one fourth
of the size of China), lower spending on the military, and weaker diplomatic position, best
embodied by its absence at the UN’s Security Council, despite efforts to join--is likely to be
much weaker than that of the US and China.
Other countries
The role of the other countries in the world, especially the remaining BRICs—Brazil and
Russia—will also increase in line with the projected growth in the size of their GDP, but will
nonetheless remain much smaller than that of the US and China. In 2025, Russian and Brazilian
GDP is projected to amount to only slightly above one sixth of the projected size of the Chinese
economy.
This will also be the case of Japan, today’s third largest economy in the world, whose role in
global affairs is likely to experience the largest relative decline, mainly owing to the projected
fast demographic decline, which could cut the size of its population by almost one third by 2050.
On the whole, by 2025, the US will most likely remain the most powerful country in the world,
while China will be become the undisputed global second superpower. No individual country in
the world is likely to match the combined global clout of the US and China in the coming
decades. The world’s economy and its accompanying institutions will increasingly follow rules
set by the two countries, although with the emergence of the global multi polar system, the
power of Chimerica will be much more constrained that it has been the case in the past for the
US or—earlier—the UK. The US and China are likely to become the global primus inter pares,
the two indispensable global players, without whose consent no major global initiative is likely
to succeed.
What can go wrong with Chimerica?
All the long-term growth projections, including those for the US and China, are largely based on
a simple extrapolation of the past growth trends.
This, of course, may not be the case going forward, as growth and development are non-linear
and are subject to reversals (Piatkowski 2009, Kolodko 2011, Rodrik 2011). In hindsight,

baseline growth projections from, for instance, year 1968, 1978 or--in particular--1989 turned
out to be quite wrong, as unforeseen events—political and social upheavals in the US and in
Western Europe, the beginning of economic reforms in China and the collapse of communism-pushed the world’s development trajectory in a much different direction than anticipated.
The same may happen with today’s baseline projections, as unexpected events, a priori
impossible to predict today (the so-called “unknown unknowns”) are likely to continue to
overwhelm simple economic extrapolations. Given the growing interconnectedness and
complexity of today’s and tomorrow’s world society and economy, the vulnerability of baseline
scenarios to political and economic reversals will increase, and so will the risks to today’s
scenarios.
The known risks to the projections, the “known unknowns”, cannot be ignored, either, as
economic, political, social, and ecological challenges to the projections of the continued rise of
Chimerica abound.
There is sizeable literature on the risks pertaining to the future development path of the US,
which emphasizes its long-term fiscal problems, low quality of basic education, rising costs of
military overstretch, and high social inequality. 14 It also underlines the fact that the US is
vulnerable to climate change and –especially—to the depletion of natural resources, with
America being the world’s largest consumer per capita (seven times larger than China). Finally,
as the global hegemon the US is the prime target of global terrorism.
The multiple risks to the rise of China are also well documented.
First and foremost, to continue to grow China will have to adjust its export-growth model to rely
more on domestic consumption and production of nontradables. This is because the current
policy of export-led growth is increasingly unsustainable given the size of China’s economy, its
already large share in the global export markets, exceeding the record share achieved by Japan in
the past (Figure 12) and the fact that the times of freely spending consumers in advanced
countries, particularly in America, may be over.
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Figure 12: China and Japan: Comparison of Historical Shares in the Global Export
Market

Source: N’Diaye (2010)

The situation in China today is in many ways similar to that of Japan in 1980’s when it too tried
to re-orient its export-based economy towards growth supported by domestic private
consumption. The ensuing Japanese “lost decade” in the 1990’s, when supportive
macroeconomic policies adopted to cushion the impact of a rapid real exchange rate appreciation
led to a boom and then a bust in asset prices, suggests that the switch to domestic-based growth
is not necessarily easy. This is especially so in light of the strong vested interests of the export
sector, entrenched social habits, and weakness of the service sector. Thus, the dangers of falling
into years of stagnation and deflation cannot be underestimated. Recent rapid increases in asset
prices in China seem to provide evidence that China is facing similar dangers as Japan did in
1980’s, despite a number of mitigants (N’Diaye 2010).
Financial sector is also a source of a significant long-term risk as fast pace of lending by stateowned banks to, in particular, state-owned firms and local government raise concerns over the
quality of lending and a future surge in nonperforming loans (Bergsten et al. 2009). In 2009
alone, for instance, total lending increased by 30%, bringing the total lending-to-GDP ratio to
130% GDP, significantly higher than for countries at the same level of development (the same
ratio for India barely exceeds 50% of GDP). The allocative efficiency of the financial sector is
also probably not high, especially in view of rising overinvestment in many sectors and resulting
diminishing returns to investment (China invested a remarkable 47% of GDP in 2009). China
will also have to cope with the risks associated with financial liberalization, including lifting of

the current restrictions on interest rates on deposits, which would increase the banks’ cost of
funding.
China will also have to face an increasing problem of aging: owing to the “one child policy”
adopted in 1978, the current positive demographics will soon reach a turning point: in 2015,
China’s working age population will already start to decline, even though its overall population
is projected to increase by 100 million to 1.4 billion people in 2025 (Figure 9). By 2025, a large
proportion of China’s population will be retired or entering retirement, supported by a relatively
low effective retirement age. Significant gender imbalance, with the number of men substantially
larger than the number of women (the ratio reaching 106 to 100 on average, but 122 to 100 in
some parts of China) may worsen the demographic decline further. The demographic decline and
population aging is reversible, but this would require an immediate change in family policies as
well as promotion of immigration inflows. The latter in particular will not be easy to achieve, as
China for years to come is likely to remain a country of net emigration rather than immigration.
Second, on a political and social front, China will have to tackle rising aspirations of its citizens
for a larger say in the country’s governance and emergence of democracy at some point in the
future. It will also have deal with the remarkable social inequalities, which have emerged in the
last thirty years: in a nominally communist country, the Gini coefficient, a measure of income
inequality, has increased from 0.16 some thirty years ago to 0.47 today, only slightly below the
world’s most unequal societies, including Brazil and Russia.
Third, risks in international relations and politics are on the rise, as the emergence of China as
the global superpower will increasingly lead to conflict situations with the US, the current
hegemon, who may not want to share power and may not want to peacefully accommodate the
rise of China. The axis of global conflict in the XXI century will firmly shift from Europe, where
it has led to innumerable conflicts in the last 500 years, including the two largest global wars, to
the Pacific Ocean, where it is likely to stay for a long time, if not for ever, producing its own
global and regional turbulence.
The regional political risks are also on the rise, as rising China undermines the existing regional
power status quo and as Chinese foreign policy becomes ever more assertive, including as
regards territorial claims (The Economist 2010d).
It cannot, alas, be excluded that the large shifts in the global and regional balance of power, such
as the one experienced by Asia today, will lead to military conflicts. Asia increasingly resembles
XIX century Europe, with a complex network of adversarial national interests, especially among
China, Japan, Korea, Taiwan, Pakistan and India. Importantly, unlike in Europe, there are no
regional mechanisms of cooperation, which could prevent conflicts from escalating. The risks of
military conflicts are additionally increased by the rapidly growing Chinese military
expenditures, already the second largest in the world after the US, and the fact that multi polar
global governance systems have historically proven to be less stable than bipolar (such as during

the Cold War) or unipolar systems (as with the recent post-Cold War US hegemony) (National
Intelligence Council, 2008).
Finally, the development of China can by stymied by challenges due to the climate change and
the growing scarcity of global strategic resources, such as energy, food, and water, on whose
imports China largely relies. China is already the largest global emitter of carbon dioxide and
environmental pollution has reached catastrophic levels—16 of the world’s 20 most air-polluted
cities are in China (The Economist, 2010f). Reducing emissions will put additional pressure on
its economy and may slow growth. 15 Food shortages cannot be excluded either, especially as the
water irrigating North China plains are being exhausted at a remarkable rate (HSBC, 2011). If
Chinese GDP per capita were to reach today’s US level, it would require natural resources of
almost two more planets. This is clearly impossible, even assuming fast technological
improvements.
Conclusions
By 2025, the US and China are likely to become the two undisputed global economic and
political superpowers. No individual country in the world is likely to match their global clout.
The EU alone might be able to contend with Chimerica, largely because of its still relatively
large economy and strong “soft power”, but the competition with the two hegemons may become
increasingly difficult as the EU experiences its relative economic decline and as—far from
creating the United States of Europe--its key members continue to have divergence interests and
views.
As a result, the world’s economy and its accompanying institutions will increasingly follow rules
set by the US and China, the Chimerica. However, the emergence of a global multipolar system,
mainly due to the rise of the remaining BRICs (Brazil, India, and Russia) and a few of the larger
emerging markets, such as Indonesia or Turkey, will constrain the power of Chimerica much
more than what has been the case in the past for the US or—earlier—the British Empire.
Nonetheless, the US and China are likely to become the global primus inter pares, the two
indispensable global players, without whose consent no major global initiative is likely to
succeed.
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As hypothesized in a fictional book by Glass (2010), climate change issues may spark a military conflict between
China and the US, the two largest global emitters.
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