o8 THE NEXT 10C YEARS

ist. Russia is unlikely to be treated as an enemy. However, the probability of
a military confrontation with the Japanese or the Americans is limited. It
would be difficult for the Chinese to engage either country aggressively. The
Chinese have a weak navy that could not survive a confrontation with the
Unired States, Therefore, invading Taiwan mighe be tempting in theory but
is not likely to happen. China does not have the naval power to force its way
across the Taiwan Strait, and cerrainly not the ability to protect convoys
shuttling supplies to Taiwanese bartlefields. China is not going to develop a
naval capacity that can challenge the United States within a decade. It rakes

a long time to build 2 navy.

China, then, has three possible furure paths. In the first, it continues to grow
at astronomical rates indefinitely. No country has ever done that, 2nd China
is not likely to be an exception. The extraordinary growth of the past thirey
years has creared huge imbalances and inefficiencies in Chinas economy
thar will have to be corrected. At some point China will have to go through
the kind of wrenching readjustment that the rest of Asia already has under-
gone.

A second possible path is the recentralization of China, where the con-
flicting interests that will emerge and compete following an economic slow-
down are controlled by a strong central government that imposes order and
reserices the regions’ room to maneuver. Thar scenario is more probable than
the first, but the fact thar the apparatus of the central government is filled
with people whose own interests oppose centralization would make this dif-
ficult co pull off. The government cant necessarily rely on its own people to
enforce the rules. Narionalism is the only tool they have to hold things
together.

A third possibility is that under the stress of an economic downturn,
China fragments along traditional regional lines, while the central govern-
ment weakens and becomes less powerful. Traditionally, this is a more plau-
sible scenario in China—and one that will benefit the wealthier classes as
well as foreign investors. It will leave China in the position it was in prior to
Mao, with regional competition and perhaps even conflict and a central gov-

ernmen struggling to maintain control. If we accept the fact that China’s
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economy will have to undergo a readjustment at some point, and thac this
will generate serious tension, as it would in any country, then this third our-
come fits most closely with reality and with Chinese history.

A JAPANESE VARIANT

The advanced industrial world will be experiencing a contraction of popu-
lacion in the 2010, and labor will be at a premium. For some countries, due
to entrenched cultural values, immigration either is not an option or is at
feast a very difficult one. Japan, for example, is extremely averse to immigra-
tion, yet it must find a source of labor that is under its control and that can
be taxed to support older workers. Most workers with a choice of where to
go will not choose Japan, as it is fairly inhospirable to foreigners who want
to become citizens. Koreans in Japan are not citizens of Japan. Even if they
have lived all their lives and worked in Japan, they are issued papers by the
Japanese police calling them “Korean” (neither north nor south) and are un-
able 1o become Japanese citizens.

Consider, however, that China is a vast pool of relatively low-cost fabor.
If the Chinese won't come to Japan, Japan may come to China, as it has be-
fore. Using Chinese labor in enterprises created by the Japanese bur located
in China will be an alternative to immigration—and it will not only be
Japan doing this.

Remember that Beijing will be trying simulraneously to tighten its grip
on the country. Traditionally, when the central government is clamping
down on China, it is prepared to accept lower economic growth. While a
large-scale, concentrated Japanese presence sucking up Chinese labor might
make a great deal of economic sense for focal encreprencurs and governments
and even for Beijing, it makes lirtle political sense. It would cur direcely
against Beijing’s political interests. But Japan will not want the Chinese gov-
ernment diverting money to its own ends. That would defear the entire pur-
pose of the exercise.

By approximately 2020, Japan will have Chinese allics in the fight to
bring in Japanesc investment on terms favorable to Japan. Coastal regions

will be competing to artract Japanese invesiment and resisiing Beijing’s pres-




