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A rising China but still a dominant West

The shift of the global centre of economic gravity from the North Atlantic eastward to Asia is well established and widely
reported. The result is a commensurate reduction in the West's relative economic and political weight, now increasingly
divided between the US and its former North Atlantic partners, accompanied by the rise of additional sources of capital
and influence, such as those from the Middle East (particularly the UAE and Saudi Arabia). The result is a clear trend
towards regionalism that reinforces global fracturing. At the height of globalisation, global trade grew more rapidly than
global GDP. It is now stable as a percentage of GDP, with trade within politically aligned blocs now growing faster than
trade between them, reflecting a splintering into more deeply integrated blocks. For example, today, Asia’s economy is
less dependent on trade with other regions and is increasingly more integrated and self-sufficient.

For over a century, the US has been the most powerful country in the world (both in hard and soft power terms). It has
successfully presented a narrative that equates global development, stability and progress with American interests. The
close connection it has established between democracy, the free market and so-called Western values, however, is
starting to fray and accelerating as US President Donald Trump rails against friend and foe alike. Matters came to a head
with the publication of the US National Security Strategy in November 2025, which calls for political change in Europe, its
purported ally, and the subsequent withdrawal of the US from 66 international organisations early in 2026. The focus on
bilateral relations and direct economic benefits rather than democracy, human rights and good governance is a stark
departure from the policies pursued by previous administrations.

The US has derived considerable advantage from its dominant global position. Globalisation allowed it to attract
investment and allowed the US (and Europe) to manipulate the international system to its benefit. The status of the US
dollar as the global reserve currency enabled the US to consistently run a larger current account deficit than most other
countries. That advantage will fade in the years ahead as the use of national currencies between regions and countries,
such as between African countries and China, gains momentum.

The fracking revolution in the US, together with the fallout from the war in Ukraine, means that China has become the
most significant fossil energy market for the billions of dollars of oil exports from the Middle East, Russia, Venezuela and
others. A new world energy order is emerging that will eventually transact in various currencies, not just the dollar. That
shift will set the stage for the steady diminution of the dollar-based financial system and the benefits it brought to the US.
While China powers ahead, expanding its regional relations through the Belt and Road Initiative and other initiatives, the
US now regularly flouts key norms such as the use of force only in self-defence and unilateral imposition of punitive tariffs
on trade. The reaction to globalisation across rural America and the rise of domestic populism have led to a resurgence of
nationalism and isolationism, detracting from US soft power. Trust in the US is declining amid divergent approaches by
successive presidents (Obama, Trump, Biden and Trump again) on Ukraine, North Korea, Russia and Taiwan.

Given the economic growth in Asia and elsewhere, the sum effect is that the US's soft power advantages are declining.
More recently, the impunity that the US has provided to Israel for the war that Israeli Prime Minister Benjamin Netanyahu
pursued in Gaza in the wake of the terror attacks by Hamas of 7 October 2023 has reinforced views in the Global South
that different standards apply for people generally considered part of the 'civilised West' versus the rest.

Perceptions of hard power are also shifting. Clearly, no other country can match the US's military sophistication and hard
power capability, but its engagements in semi-conventional operations, such as in Afghanistan and against ISIS, are less
impressive. The declining efficacy of US weaponry on the Ukrainian battlefield has not gone unnoticed, despite the skill
and expertise demonstrated with the capture of Venezuelan President Nicolas Maduro on 3 January 2026. Without a
commensurate manufacturing base, such as China's, the US will struggle to sustain extended conventional combat.

The highly probable power transition between the US and China is confirmed by work published early in 2022 by our
colleagues at the Frederick S Pardee Institute for International Futures. Using 29 alternative scenarios in its Diplomacy,
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Military and Economy (DiME) Index about the future diplomatic, military and economic capabilities of the US and China
(including forecasts of nuclear weapon stockpiles), the Pardee Institute concludes that Chinese capabilities surpass the
US's in 26 scenarios before 2060, with the most frequent period of power transition being the early 2040s. Chart 3
presents one scenario result, showing the percentage of global power held by the US, India, Germany, the Russian
Federation and China from 1980 to 2050, using the Global Power Index. The time horizon is chosen to include the power
transition from the USSR to Russia. The user can use the drop-down to view the values for the EU27 and EU28 (i.e.,
including the UK), France, or the UK. The key question is whether the US will pursue its traditional partnerships in the
West, particularly with the EU, or whether it will eventually seek what is effectively a grand bargain with China to
consolidate its dominance of the Western Hemisphere. We explore the implications in the Growth World scenario
below.

Chart 3: IFs power index for China, India, Russia, US and Germany, 1980-2050 |SS| AFI
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The picture for the US in Africa is changing rapidly following the disbandment of USAID in 2025, which was previously the
largest provider of humanitarian aid to Africa. US interest in Africa has waned over many years, reflected in declining
investment, and will be accelerated by the shrinking of its diplomatic corps and by the limited focus on Africa evident in its
2025 National Security Strategy and 2026 National Defence Strategy.

Much depends on the EU, where the rise of populist parties in key member states, including Germany, France, Italy,
Sweden and others, introduces significant uncertainty about future developments. With an economy currently roughly
comparable in size to those of China and the US, though declining, the EU is the most important advocate of a rules-based
system and its domestic policies evidence efforts at a balance between the power of the market, technology and
government, reflected in antitrust activities to Internet privacy, membership in international organisations, ongoing
(though declining) support for the pursuit of democracy and human rights. The EU suffers from an acute deficit in hard
power capabilities compared to the US and China, although recent increases in defence expenditure may arrest that
trend. Its social-democratic or more egalitarian model of development, particularly that of the Nordic countries, stands in
sharp contrast to free-market capitalism in the US and to the emphasis on collective vs individual rights in China.

Given colonialism, it is not surprising that the EU group had significantly more influence in Africa than even the combined
influence of China and Russia. However, it is declining. X] Similar to the US, nationalist populism is driving politics in
Europe, and it will negatively affect its relations with Africa, particularly regarding concerns around migration, culture and
religion.
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Generally, Western countries evidence a trend of power diffusion away from the state, which is today less central in many
people’s lives as additional patterns of interaction emerge. The decline in manufacturing, new technologies, the internet
and lately artificial intelligence, all detract from social cohesion, infusing hate speech, extremism and conspiracy theories
into echo chambers on social media that serve to divide rather than cohere society. These technologies detract from the
ability of democracies to offer freedom of speech and access to information in a balanced and unbiased manner, which
are now increasingly manipulated by commercial interests (social media in particular) and foreign actors such as Russia,
while strengthening the ability of centralised systems in authoritarian countries, such as China, to monitor and control
their populations.

A range of non-state actors, including those from the private sector, civil society and social media influencers, now serve
as alternative sources of authority and reference, complicating and crowding the space previously occupied by traditional
media, bureaucracies and elected representatives. Their influence is particularly significant through Big Tech, with
companies such as Alphabet (Google), Amazon, Apple, Meta (formerly Facebook), Microsoft and Nvidia, which, due to their
substantial market influence and size, wield considerable political and market power in the US and globally, facilitated by
an open door at the White House.

In the meantime, the flow of materials from Africa to China, along with Beijing's investments in infrastructure and trade
with the continent, is altering Africa's external relationships. Using an index measuring influence capacity (see Chart 4),
China has steadily increased its influence over the top 11 largest economies in Africa, while the UK has seen the largest
decline. These 11 countries are Nigeria, Egypt, South Africa, Algeria, Morocco, Ethiopia, Kenya, Ghana, Cote d'lvoire,
Tanzania and DR Congo. The UAE has also increased its influence capacity due to increased trade, arms transfers, and
diplomatic engagement, surpassing that of the UK and India. The recent surge in anti-French sentiment in its former
African colonies speaks for itself, as it has been ousted by military governments in Niger, Mali, Burkina Faso, and Chad, as
well as by the democratic government of Senegal.

The trend with Russia is dissimilar. Following a decline in Russian influence for much of the 1990s, Moscow has made a
concerted effort to benefit from the waning support for the West in the Sahel by providing security and arms to several
military governments in West Africa in the wake of its invasion of Ukraine. With limited economic leverage, however,
Russia's proxy war with the West in Africa has its limits. With an economy that is the size of Brazil, Russia lags significantly
behind great powers such as the US and China

Chart 4: Influence of key countries on top 11 African countries, 2000-2024 |SS| AFI
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In considering these findings, it is essential to recognise the benefits that accrue to the US (and Europe) as the historical
‘system makers’ and, therefore, ‘privilege takers’ of the current global order. This group of industrialised, rich countries
share several core values (such as a market-based economy, democracy and human rights) and various cultural traits. The
North Atlantic powers have dominated world affairs since the Industrial Revolution, shaping today's rules, norms and
values to determine interstate relations in their interests.

Should we consider these countries as a single group and juxtapose them with countries aligned with China, the relative
power and influence of the West remains dominant globally. The wealth and technology of its citizens and states
significantly outpace those of others. Despite the rise of China and Asia, the GDP per capita gap between North America,
Europe and Japan, compared to China, has remained relatively constant and is likely to increase. Thus, the comparative
advantage of citizens and countries in the West versus China and its few true partners, such as North Korea, Cambodia
and others, remains large across the forecast horizon. All of this, of course, is undermined by the growing divisions
between the US and its erstwhile partners that erode the West's advantage.

As a single country, China will become hugely influential within our forecast period. Its material or hard power capabilities
eventually surpass those of any other country, including the US. With its focus on multilateralism and non-intervention,
norms that are popular in the Global South, China can also be expected to steadily close the soft power gap with the US
and others. Its rise, however, does not translate into globally dominant power capabilities unless the fractures emerging
within the West deepen considerably.

Thus, the global trend is toward a complex, multipolar global power configuration.

In these times of upheaval and change, the past is not an inevitable guide to the future. Thus, the risk of a new bipolar
order dominated by the US and China looms large unless countries and groups such as Europe, Africa, India and others
can cohere to establish a third alternative, rooted in a revised and reformed rules-based system. The US and China
together account for 43% of the global economy, and both are growing much faster than the EU, although the US
regularly runs a much larger trade deficit with China than with the EU.

The rise of China could shift the geopolitical orientation of Japan, South Korea, Australia and New Zealand in its favour as
leaders position themselves to benefit from it. New alliances may also emerge, such as between India and Japan. On the
other hand, a Chinese decision to incorporate Taiwan and continued internal repression and human rights issues
concerning communities such as the Uyghurs in China could exacerbate current regional divisions. If Korea unifies, it
would likely do so forcibly, meaning a war that drags in other countries. If the North prevailed, it would likely owe some
thanks to China and remain in its orbit. If the South prevailed, it would likely owe some thanks to the US and remain in its
orbit. Similar to the problematic history of the US's relations with Central and South America, China's growing influence is
encouraging efforts to resist its domination in Asia, particularly by the six or so countries that have territorial disputes
with it.

Views on China's global ambitions differ. On the one side are views that China’s primary interests are ‘foreign resources
and markets, not foreign colonies.’ Thus, its grand strategy of building global infrastructure and engaging in regions such
as Africa aims to reduce its dependence on the West, bind its neighbourhood more closely together, and reduce its
reliance on foreign suppliers, including minerals from Australia and high technology from the US. In this view, China's
ambition is regional, not global dominance, but it does require a facilitating international context. Students of Xi Jinping,
such as Steve Tsang and Olivia Cheung, hold differing views. Their book, The Political Thought of Xi Jinping, makes a
compelling case for huge ambition, to 'make China great again'. The successive release by President Xi of China's proposal
on Building a Community with a Shared Future for Humanity, its Global Development Initiative, a Global Security Initiative, its
Global Civilisation Initiative and proposals on Reform and Development of Global Governance, present a comprehensive
alternative framework to the Western rules-based system including on views on national sovereignty, national
development, human rights, climate change, green and low-carbon development, globalisation, the role of the private
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sector, and more. It presents a model of domestic and foreign relations where regional powers are likely to dominate, free
from interference from elsewhere and where governments pursue national policies without the constraints of a free
media, foreign interference or the need to balance the executive, judiciary and legislature—all subject to the requirement
to pay due homage in a Sino-centric world. Many countries in the Global South, including those in Africa, support this
approach, even as their populations remain enthusiastic about democracy and human rights.

While the West will continue to dominate in many aspects of material and soft power calculations, a growing divide is
emerging between the Global South and within the Global North, as bickering and trade friction between the US and
the EU intensify. We consider the continuation of these trends in the Divided World scenario below.
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