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China’s transformation into an imperialist power
A study of the economic, political and military aspects
of China as a Great Power

By Michael Priobsting

Note from the Editor: The following document is based on a
chapter of the RCIT’s upcoming book “The Great Robbery of the
South”. In this book, the author, Michael Probsting, analyzes
the continuity and changes in the super-exploitation of the semi-
colonial world by monopoly capital. He deals with the implica-
tions for a contemporary Marxist Theory of Imperialism. In this
context comrade Prébsting studied the formation of China as
an imperialist power and its background since the restoration of
capitalism in the early 1990s. The RCIT will publish this book
this autumn.

In this article we want to analyze the transformation of
China from a Degenerated Workers State into a capitalist
and finally an imperialist power. It would of course exceed
the limits of this document to deal with the whole history
of China’s economy in the past decades. We will instead
focus on the question which is of enormous importance
for Marxists to develop correct world perspectives and
revolutionary tactics in the international class struggle:
Should China be considered as an imperialist power or
rather as a semi-colonial country which is super-exploited
by imperialism?

We in the RCIT are convinced that China is an emerging
imperialist power and not a semi-colonial power. 1 In
that it is an important and historically exceptional case of

Graph 1: Share of Global

Southern countries. Usually — as we will show in our up-
coming book The Great Robbery of the South — the countries
of the South were not able to develop into an imperialist
power. They rather suffered an increasing super-exploita-
tion by the old imperialist powers in Northern America,
Western Europe, Japan and Australia.

However, China’s development is different. It has devel-
oped into an imperialist state only recently, in the late
2000s. Compared to the biggest imperialist power — the
USA - it is still weak (as many other imperialist countries
are). As anew, i.e. late-coming, imperialist country it bears
various peculiar features, including super-exploitation by
foreign monopoly capital. These features are however out-
weighed by the increasing strength of China’s domestic
bourgeoisie. In particular we have to emphasize the role
of China’s monopolies in global production, trade and
of capital export. Related to this is China’s undisputable
emergence as a political and military power in interna-
tional politics.

The main reasons for China’s successful development into
an imperialist power were:

i) The continuing existence of a strong, centralized Stalin-
ist bureaucracy which could suppress the working class
and ensure its super-exploitation.

ii) The historic defeat of China’s working class in 1989
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when the bureaucracy mercilessly crushed the mass upris-
ing at the Tiananmen Square and in the whole country.
iii) The decline of US imperialism which opened the space
for new powers.

What are the criteria for an imperialist state?

Before we give a concrete overview of the development
of Chinese imperialism, let us try to give a definition of
an imperialist state ,,...without forgetting the conditional and
relative value of all definitions in general, which can never em-
brace all the concatenations of a phenomenon in its full develop-
ment...” — as Lenin put it so wisely. 2

Lenin described in 1916 in a key article the formation of
monopolies which are dominating the economy as the
essential characteristic of imperialism. Related to this he
pointed out the fusion of banking and industrial capital
into financial capital, the increasing of capital export in
addition to commodity export and the fight for the posses-
sion of colonies respectively spheres of influence:

“We have to begin with as precise and full a definition of im-
perialism as possible. Imperialism is a specific historical stage
of capitalism. Its specific character is threefold: imperialism is
monopoly capitalism; parasitic, or decaying capitalism, mori-
bund capitalism. The supplanting of free competition by mo-
nopoly is the fundamental economic feature, the quintessence of
imperialism.”

He goes on to explain the monopolist essence of imperial-
ism:

“Monopoly manifests itself in five principal forms: (1) cartels,
syndicates and trusts—the concentration of production has
reached a degree which gives rise to these monopolistic asso-
ciations of capitalists; (2) the monopolistic position of the big

banks—three, four or five giant banks manipulate the whole
economic life of America, France, Germany; (3) seizure of the
sources of raw material by the trusts and the financial oligarchy
(finance capital is monopoly industrial capital merged with bank
capital); (4) the (economic) partition of the world by the inter-
national cartels has begun. There are already over one hundred
such international cartels, which command the entire world
market and divide it “amicably” among themselves —until war
redivides it. The export of capital, as distinct from the export of
commodities under non-monopoly capitalism, is a highly char-
acteristic phenomenon and is closely linked with the economic
and territorial-political partition of the world; (5) the territorial
partition of the world (colonies) is completed.”

As a result we can say that the characteristic of an impe-
rialist power has to be seen in the totality of its economic,
political and military position in the global hierarchy of
states. Thus a given state must be viewed not only as a
separate unit but first and foremost in its relation to other
states and nations. An imperialist state usually enters a rela-
tionship with other states and nations whom it oppresses
in one way or another and super-exploits — i.e. appropri-
ates a share of its produced capitalist value. Again this has
to be viewed in its totality, i.e. if a state gains certain prof-
its from foreign investment but has to pay (debt service,
profit repatriation etc.) much more to other countries for-
eign investment, this state can usually not be considered
as imperialist. Finally we want to stress the necessity of
considering the totality of a state’s economic, political and
military position in the global hierarchy of states. Thus we
can consider a given state as imperialist even it is economi-
cally weaker but possesses a relatively strong political and
military position (like Russia before 1917 and in the early
2000s). Such a strong political and military position again

Graph 2: China’s Economic Performance
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can be used to oppress other countries and nations and to
appropriate capitalist value from them.

Viewing a state in the context of the global imperialist
order is also important because particularly smaller im-
perialist states (like Australia, Belgium, Swiss, the Nether-
lands, Austria, the Scandinavian countries etc.) are obvi-
ously not equal with the Great Powers but subordinated
to them. They could not play an imperialist role alone.
But despite being not equal with the Great Powers — by
the way even amongst the Great Powers there is constant
rivalry and no equality — these smaller imperialist states
are not super-exploited by them. As a result while there
is no or no significant value transfer from these smaller
imperialist states towards the Great Powers, there is a sig-
nificant value transfer from semi-colonies to these smaller
imperialist states. They ensure this privileged position by
entering economic, political and military alliances with
the Great Powers (NATO, EU, OECD, IMF, World Bank,
WTO, various “Partnerships” etc.)

In short we define an imperialist state as follows: An im-
perialist state is a capitalist state whose monopolies and state
apparatus have a position in the world order where they first
and foremost dominate other states and nations. As a result they
gain extra-profits and other economic, political and/or military
advantages from such a relationship based on super-exploitation
and oppression.

We think such a definition of an imperialist state is in ac-
cordance with Lenin’s brief definition which gave in his
polemic against imperialist economism:

,,... imperialist Great Powers (i.e., powers that oppress a whole
number of nations and enmesh them in dependence on finance
capital, etc.)..." *

Before we move to the concrete analysis we need to add
two remarks. First, for the definition of the class character
of a given state it is important also to view it from a his-

toric perspective. For example an imperialist state can lack
temporarily this or that essential feature of imperialism be-
cause of specific historic circumstances. For example after
the Second World War, Austria was first occupied by US,
British, French and Russian troops until 1955 and later its
capital export was underdeveloped. However we Marxists
rejected the position of the Austrian Stalinist party that the
country had become a semi-colony of Germany. Why? For
several reasons: Austria had a strong imperialist past (the
Habsburg Empire oppressing many nations till 1918, after
this a strong banking capital with many links to Eastern
Europe etc.). Given its close integration into the world im-
perialist camp it could after some time regain a position
where it systematically and significantly super-exploited
other nations. Another example might be Germany or Ja-
pan after the WWII which despite certain elements of mili-
tary occupation and restrictions to its own military capaci-
ties obviously remained an imperialist power. So, when
analyzing an imperialist state we have to view not only a
given moment, but the direction of development. We have
to bear in mind Trotsky’s remark: , Dialectic training of the
mind, as necessary to a revolutionary fighter as finger exercises
to a pianist, demands approaching all problems as processes and
not as motionless categories.” 3

Secondly, we want to answer a possible criticism of our
position that China is an imperialist state. One could ask:
how could a country become imperialist if it was before —
when it was capitalist — a semi-colony? Of course it is true
that usually semi-colonies don’t transform into imperialist
countries. And indeed one could say that China had - af-
ter capitalism was restored around 1992 — more features
of a semi-colony than of an imperialist state for a number
of years. However it would be completely un-dialectical
to exclude such a jump in a country’s development under
certain circumstances. There have also been examples in

Graph 3: Share of global manufacturing exports;
USA and Britain 1906-29 and China 2000-09 (in %) '2
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history of such a “jump”. Czechoslovakia was a colony of
the Austrian Habsburg Empire for centuries before 1918
but when it became independent, Communists (including
Lenin and Trotsky) recognized it as an imperialist state. By
the way, such a kind of dialectical development can also
take place in the other direction —i.e. a “jump” backward
when an imperialist state becomes a semi-colony. Lenin
discussed such a potential development in his polemic
against imperialist economism when he spoke about the
possibility of the transformation of an imperialist war into
a just war of national defense.

China’s race to a world leading economy

Since the former bureaucracy introduced capitalism in the
early 1990’s Chinese capitalism has grown rapidly. 6 In
terms of the total output measured by the Gross Domes-
tic Product China’s share has grown massively in the past
two decades. While China produced in 1991 4.1% of the
global output, this figure rose to 14.3% in 2011. This makes
it the world’s second-biggest economy. At the same time
the USA’s share declined from 24.1% to 19.1% in 2011. 7
Graph 1 gives an overview of the changing share of the
world 15 biggest economies in the past three decades.

In manufacturing — the core sector of the capitalist value
production — China has even become the world’s leading
economy. By this it ended the US’s 110-year leading posi-
tion as the largest commodities producer. By 2011 a fifth
of world’s manufacturing came from China (19.8%) while
19.4% originated in the US economy. °

In one of the world’s main industries — crude steel — nearly
half of the global production (48.6%) came from China in
2011.10

Parallel to this it has become the
world’s leading exporter. Graph 2
gives an overview over China’s recent
rapid catching-up process and com-
pares it with the development of the
USA and Japan.

In Graph 3 we can see not only China’s
increasing share in the world export’s
but also an interesting historical com-
parison with the advance of the USA
in the first quarter of the 20* century.
The World Bank and the Chinese De-
velopment Research Center of the State
Council pointed out in a joint study,
that China has also achieved a num-
ber of other advances in its desire to
modernize its economy: “China is home
to the world’s second-largest highway net-
work, the world’s 3 longest sea bridges,
and 6 of the world’s 10 largest container
ports.” 3

China’s economic strength is also re- 20
flected in its low level of indebtedness

to the global financial market. Its exter- o
nal debt stocks as a share of the Gross o
National Income stands at only 9.3%

and its debt service to exports is 2.5%.

'* Compare this to the much higher
levels of other industrialized coun- 0

Figure lll.5
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assessment of UNCTAD (in Graph 4) which shows that
the so-called “Upper middle-income countries” paid be-
tween 2005-2010 around 40% of their total export income
to service their debts to the imperialist monopolies.

In fact it is rather the other way round as we will see be-
low: other countries are indebted to China’s financial capi-
tal! We also see from this angle that China is not a depen-
dent, super-exploited semi-colony but rather an emerging
imperialist power.

Of course this must not overlook the still existing gap in
labor productivity between the old imperialist economies
and China. While the US’s and China’s manufacturing
output is nearly the same, the US-American capitalists
produced this output in 2010 with 11.5 million workers
while their Chinese rivals needed 100 million. ' Similarly
China technological residual behind the old imperialist
economies is also indicated in its substantially lower em-
ployment of machinery in the production process. This is
reflected in China’s level of capital stock per worker which
is less than a tenth of the U.S. (converted at market ex-
change rates).

However because of its enormous size, a unified state ap-
paratus with a massive state capitalist sector and a super-
exploited working class the Chinese monopoly bourgeoi-
sie manages not only to play a role on the world market
but also to play a leading role in the world capitalist econ-
omy. Marx remarked in Capital Vol. III that in the process
of capitalist accumulation not only the rate of profit but
first and foremost the mass of profits is decisive.

,And thus the river of capital rolls on (...), or its accumulation
does, not in proportion to the rate of profit, but in proportion to
the impetus it already possesses.” ®

Graph 4: External debt service-to-export ratio
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China’s Monopolies

Despite significant Western and Japanese foreign invest-
ment in China, the ruling class in Beijing has avoided the
dominance of its economy by foreign monopolies. Quite
the opposite, it has developed strong Chinese monopo-
lies who today have become “global players” — to use a
favorite category of the bourgeois economists for whom
the mysteries of the law of value makes them think of the
capitalist economy as gambling in a casino.

This becomes obvious if one looks at the advance of Chi-
nese monopolies in the list of the biggest global corpora-
tions. In The Forbes Global 2000 — a list of the biggest, most
powerful listed companies in the world — China already
ranks as third biggest country. 121 companies on this list
are from China and only the USA (524 companies) and Ja-
pan (258 companies) provide more members. These 121
Chinese monopolies have an aggregate profit of $168 bil-
lion (which is 7% of the total profit of the 2000 biggest mo-
nopolies). 19

In the Fortune Global 500 — another list of the world’s big-
gest corporation which uses different criteria — we can see
the same dynamic of China’s massive and growing place
amongst the world’s super-monopolies. Amongst the big-
gest 10 global corporations — the super-super monopolies
so to say — three are Chinese: the petroleum corporations
Sinopec and China National Petroleum and the energy corpo-
ration State Grid. 20 If one takes the top 500 corporations
we see that China already surpassed Japan as the second-
biggest country. 73 of these corporations are Chinese,
132 come from the USA, 68 from Japan, and each 32 from
France and Germany. (see Table 1)

The rise of China’s monopolies in the past decade becomes
obvious if one looks at their ranking in the same list at the
beginning of the century. As we saw while Chinese corpo-
rations numbered 72 in the Fortune Global 500 list of 2012,
it was only 12 in 2001 (i.e. one sixth).

Again, as in world’s output and exports, China’s advance
was paralleled by a similar decline of the leading position
of US imperialism. While in the early 2000’s 197 corpora-
tions amongst the Fortune Global 500 had their headquar-
ters in the USA, this figure was down to 132 in 2012. %
The Chinese rulers have created a capitalist class. Today a

Table 1: Where are the biggest
global Monopolies located?
List of the top 10 countries

of the Global 500 companies 2!

Rank  Country Number of Companies
1 United States 132
2 China 73
3 Japan 68
4 France 32
4 Germany 32
6 United Kingdom 26
7 Switzerland 15
8 South Korea 13
9 Netherlands 12
10 Canada 11

majority share in China’s output is produced by the private
sector. This is reflected in the following figures: According
to The World Bank and the Chinese Development Research
Center of the State Council the non-state sectors contributed
about 70% of the country’s GDP and employment. The
state sector’s share in the total number of industrial enter-
prises (with annual sales over 5mn RMB) fell from 39.2%
in 1998 to 4.5% in 2010. During the same period, the share
of State Owned Enterprises in total industrial assets fell
from 68.8% to 42.4%, while their share in employment de-
clined from 60.5% to 19.4%. Their share in China’s exports
also fell from 57% in 1997 to 15% in 2010. **

The Chinese Stalinist bureaucracy created a new indig-
enous bourgeoisie out of its own ranks since the old Chi-
nese capitalist class was expelled after 1949-52 to Hong
Kong, Macao, Taiwan or overseas. Of course it also tries
to attract the old Diaspora bourgeoisie but it has no appe-
tite to withdraw from the scene and to hand the economy
over to the latter. For this reason a process of rapid primi-
tive accumulation was initiated with the result of a grow-
ing private capitalist sector as the figures above indicate.
However given the huge size of the country’s economy
and the — in relation to this — small size of the new Chinese
capitalist class, the ruling class made sure that a strong
state capitalist sector ensures that China avoids the fate of
economic collapse like the former Soviet Union after 1991.
Quite the opposite, the state sector operates under the law
of value and is the core of the economy and the spearhead
for its operation on the world market.

In fact the state capitalist sector is the decisive heart of Chi-
nese imperialism. Today the state owned enterprises are
responsible for about 35% of the fixed-asset investments
made by Chinese firms. More than two-thirds of Chinese
companies in the Global Fortune 500 are state-owned en-
terprises. The biggest State Owned Enterprises (SOE), ex-
cluding banks and insurance companies, are directed via
controlling stakes which are owned by a central holding
company known as the State-Owned Assets Supervision and
Administration Commission (SASAC). Banks and insurance
companies are majority owned by other agencies of the
state. The banking sector is totally dominated by the state
banks while foreign banks hardly play any role. The bank-
ing sector is also responsible for half of the whole financial
system. If one combines this figure with the government
bonds, the state sector provides nearly 2/3 of the financial
system. (See Graph 5) Since Lenin developed the category
of “state monopoly capitalism”, there has never been a more
pure form of state monopoly capitalism than China in the
last two decades.

After introducing the law of value in the early 1990s Chi-
nese rulers undertook a massive transformation of the state
sector. This was necessary since the task was to transform
it from a state bureaucratic into a state capitalist sector.
Therefore a massive process of downsizing and restruc-
turing took place in the 1990s where thousands of the State
Owned Enterprises went bankrupt and many more were
fused into bigger units. (See Graph 7 for the SOE’s declin-
ing share in numbers, employment and assets) One of the
core institutions of world imperialism — The World Bank
— formulates approvingly: “Many SOEs were corporatized,
radically vestructured (including labor shedding), and expected
to operate at a profit. (...) As a result, the profitability of China’s
SOEs increased.” ** According to the official report from the
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State-owned Assets Supervision and Administration Commis-
sion, the biggest 120 state-monopolies (which are mostly
in sectors like electricity, petroleum, aviation, banking and
telecoms) earned in 2011 net profits of 917 billion yuan
($142 billion). ¥

As a result both the state capitalist and the private capi-
talist sector massively increased their profits. In Graph 6
we can see the calculations of two Chinese socialist econo-
mist, Zhang Yu & Zhao Feng. They attempt to calculate the
profit rate in the Chinese manufacturing industry between
1978 and 2004 from a Marxist point of view. Of course one
has to put in mind that before the early 1990s the earnings
in the manufacturing industry were not rate of profits in
the sense as Marx understood it. Nevertheless the Graph
indicates the difficulties of the capitalist restoration pro-
cess in the 1990s and the upswing of the profit rate from
the late 1990s onwards when it nearly tripled.

In Graph 7 we can see the continuing growth of the profits
of the SOE’s and even more of the non-state enterprises.
The SOE’s reported average return on equity grew from
2.2% in 1996 to 15.7% percent in 2007, before sliding back
somewhat to 10.9 percent in 2009. The return on equity of
the non-state enterprises even climbed to more than 20%.
As we said, these state-owned enterprises are operated as
capitalist units. They are mostly stock companies with the
state holding the majority of shares. Their operation ac-
cording to the law of value is underlined by the fact that
they don’t pay the dividends, which have increased since
a reform in 2007 to 5-15% of profits, to the finance min-
istry — the formal majority share holder. They pay them
rather into a special budget reserved for financing state
enterprises, i.e. to themselves. As The Economist — a lead-
ing mouth piece of the Western monopoly capital — put it
accurately: “SOE dividends, in other words, are divided among
SOEs.” %

Unsurprisingly, the top positions in the state-owned en-
terprises are dominated by the ruling party’s sons and
daughters. Two academics, Li-Wen Lin and Curtis J. Mil-

haupt, have shown in an actual study the very close rela-
tions and interweaving of the party, state and the state-
owned enterprises. They conclude with justification: “We
call the organizational structure of state capitalism as practiced
in China a networked hierarchy.” 31

Exploitation and super-exploitation
of the working class

The material basis for China’s leap into an imperialist
power was the creation of a massive amount of capitalist
value through the huge super-exploitation of its working
class. There was hardly any other capitalist power in the
history of the 20" century (except the phase of fascism),
which could not only exploit its working class but also
extract huge extra-profits by the super-exploitation of the
majority of the proletariat. This is the “secret” behind the
Chinese economic miracle.

After the historic defeat of the Chinese working class deliv-
ered by the reactionary Stalinist bureaucracy in June 1989,
the working class was massively robbed of its social gains.
32 They successfully introduced the law of value in the
economy and transformed the workers into a commodity
like in the capitalist world. An author of the China Left
Review summarized this fundamental change adequately
with the following words:

“The Chinese economy today is capitalist, I have argued, because
employment relations have been transformed along capitalist
lines. Work unit members have been expropriated; they have
lost their membership rights and are now simply contract labor.
This fundamental change has allowed Chinese enterprises to act
like capitalist enterprises. Freed from long-term responsibilities
for their employees, they can now treat labor as a flexible in-
put, which allows them to focus on maximizing profit. This is
true not only of private companies, but also of the remaining
state-owned enterprises and all of the public-private hybrids in
between.” 33

One of the attacks was the introduction of piece-rate wag-

Graph 5: International Comparison of Ownership Structure of the Banking
Sector (2005) and Financial System Structure (2009) (in %) #*

FIGURE6 Ownership structure of the
banking sector, 2005

FIGURE7 Financial system structure
in comparison, 2009
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es where each worker got an individual wage according to
his or her individual working results. Another one was the
shift from lifetime employment to a system of labor con-
tracts. Under this new system, workers had to sign and re-
new their contracts with the management annually on an
individual basis. Despite long resistance by the workers
the state bureaucracy finally succeeded in implementing
it. So while in 1986 only 6% of the workers in the state-
owned enterprises were placed under the contract system,
this share increased to a quarter of all SOE workers in
1994. 3

Another decisive instrument was the utilization of the old
household registration system which was set up by the
Stalinist bureaucracy in 1958. According to this system
(called hukou in China) “residents were not allowed to work
or live outside the administrative boundaries of their household
registration without approval of the authorities. Once they left
their place of registration, they would also leave behind all of
their rights and benefits. For the purpose of surveillance, every-
one, including temporary residents in transit, was required to
register with the police of their place of residence and their tem-
porary residence. By the 1970s, the system became so rigid that

Table 2: Rural-to-Urban Migrants as
a Proportion of Total Workforce 38

Industry Proportion of
Total Workforce (%)
Construction 90%
Mining andExtraction 80%
Textiles 60%
Urban Service Trades 50%

‘peasants could be arrested just for entering cities’.” ¥

Given the rural poverty and the opportunities for jobs in
the cities, millions and millions of rural, mostly young,
peasants moved to the cities to find employment. These
former peasants or peasant youth who moved to the cities
are called migrants in China. This category is misleading
since it is usually used for people who move to another
country. In fact they are rural-to-urban migrant workers.
However it is no accident that these people are called mi-
grants, because there is an important similarity between
them and those who internationally are called migrants:
they move to areas where they live often illegally and
without rights and claim to social security. So these for-
mer rural people move to the cities where they are often
illegal and — because of the hukou- system —have no access
to housing, employment, education, medical services and
social security.

The state gives them only little education but throws them
as machine fodder into the production process. 40.3% of
migrant workers only have an elementary level of educa-
tion, 48% have middle school and only 11.6% high school
education. The capitalists push the migrant workers value
as labor force constantly to the physical minimum. Their
living conditions are very poor; most of them live in shod-
dy housing, tents, under bridges and tunnels or even car
trunks. *

These migrants soon became a major driving force for the
capitalist process of super-exploitation. The number of mi-
grant workers in China rose from about 30 million (1989),
to 62 million (1993), 131.8 million (2006) and by the end
of 2010, their number rose to an estimated 242 million. In
the capital city, Beijing, about 40% of the total population
are migrant workers, while in Shenzhen nearly 12 million
of the total 14 million population are migrants. These mi-
grant workers are usually pushed into hard-labor, low-
wage jobs. According to the China Labour Bulletin migrants

Graph 6: The Trend of Rate of Profit
in the Chinese Manufacturing Industry, (in %) 1978-2004 %
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make up 58% of all workers in the industry and 52% in
the service sector. The proportion of migrant workers in
manufacturing industries and in construction reached as
high as 68% and 80% respectively. *’

According to another study rural-to-urban migrant work-
ers have also become the largest proportion of the work-
force, making up some two-thirds of all non-agricultural
workers. They have become dominant in a number of ma-
jor sectors: 90% in Construction, 80% in Mining and Ex-
traction, 60% in Textiles and 50% in Urban Service Trades.
(See Table 2)

Related to this is the existence of a huge so-called informal
sector which given its precarious conditions is a breeding
ground for super-exploitation. According to official fig-
ures of the World Bank and a Chinese State institute the
informal sector accounted in the 2000s for 30%-37% of the
total urban labor force. (See Graph 8) *

This super-exploitation of the workers — where the Stalin-
ist-capitalist ruling class depressed their wages below
their value — is the main reason for the spectacular growth
of profits. This is reflected in the dramatic decline of the
workers” wage share in China. (see Graph 9) A group of
economists from the Centre for Research in Socio-Cultural
Change (CRESC) reported in a recently published study
about the dramatic decline of the Chinese industrial work-
ers wages in the country’s manufacturing value added
from 52.3% in 2002 to 26.2% in 2008:

“The Chinese manufacturing LSVA ratios are currently at an
extraordinarily low level of 27.2% in 2007 and an estimated
26.2% in 2008 and are considerably lower than the 40-45% ratio
of the Japanese or Koreans in the 1970s and 1980s. And this low
share is the result of an unprecedented recent rapid expansion.
The series shows China’s LSVA has fallen from a ratio of 52.3%
in 2002 to 26.2% in 2008, despite rising real labour costs per
employee. China’s average hourly wage in manufacturing more
than double(d) from $0.72 per hour in 2002 to $1.81 per hour
in 2008. But the same exhibit demonstrates that, with numbers
employed running steadily around 100 million + or — 10 million,

the lump of VA produced by Chinese manufacturing more than
trebles. Numbers employed actually fall as value added doubles
in three years from 2005. VA per employee in Chinese manufac-
turing rises from a nominal 32,772m Yudn in 2002 to 143,506m
Yudn by 2008.” 4!

The same report shows that “China has kept wages low: wag-
es and salaries as a percentage of GDP fell from 57% in 1983
to just 37% by 2005 through to 2010 — one of the lowest in
the capitalist world.” ** According to the Marxist economist
John Smith, even these figures seem to underestimate the
real depression of wages in China:

“There is good reason to believe that official Chinese data on real
wages considerably exaggerate real wages and real wage growth
in China, thus making the discrepancy between Chinese and US
wages appear to be smaller than they actually are. The ILO’s
Global Wage Report 2010-11 notes that official Chinese data
largely reflects the situation in state-owned enterprises, and that
wage growth (and, by implication, wage levels) is substantially
lower in the private sector. Furthermore, in China as elsewhere,
data on average wages and average wage growth obscures very
sharp increases in wage inequality, in which rapid rises in the
wages of the highest-paid workers (including the salaries paid
to managers, etc) occurs simultaneously with stagnant or even
falling wages for low-paid workers, appearing in the data as
steady growth in average real wages.” **

On this basis the capitalists were able to massively raise
the labor productivity in manufacturing in 2000-2008 an-
nually by 6.7% and in the total economy between 1990 and
2008 by an average of over 9% a year. * This means in the
words of The Economist: “Output that used to take 100 people
in 1990 required fewer than 20 in 2008.” *°

The massive exploitation of the Chinese working class
becomes also visible from a comparison of government
spending. While China spends a similar or not-much-
below proportion of its total annual income for education
and environmental protection, its spending for most es-
sential support for the toiling masses like health and so-
cial protection are miles behind other capitalist countries

Graph 7: Size of State-Owned Enterprises and Rate of Return
in private and state enterprises in China, 1998-2010 (in %) %
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— between 1/3 or 1/5 of the OECD countries share. ¥’ (See
Graph 10)

The brutal capitalist exploitation process increasingly
worsens job perspectives for sectors of the upper strata of
the working class and the middle class too. According to
an official report, in 2007 there were a total of 5.67 million
college entrants and 4.95 million university graduates.
More than 60% of university graduates will face unem-
ployment and their average wages are expected around
the level of migrant workers. ¥

At the same times there are already some tendencies which
indicate the formation of a small layer of a labor aristoc-
racy. A study which focused on the economic and social
development in the so-called “Special Economic Zones”,
where particularly favorable conditions exist for the capi-
talists and all other cities, showed the gap between the real
wages of the top layer and of the lowest strata of the work-
ers. Using official data it came to the conclusion that both
in the “Special Economic Zones” as well as in all other cit-
ies the gap between the top 10% and the bottom 10% grew
in 1988-2001 from less than 2000 Yuan (in 1985 units), to
nearly 10,000 Yuan. Another Graph calculated by the same
author shows the growing gap between the top layer wag-
es and the median wages. (See Graphs 11 and 12)

China’s workers are enraged about the brutal capitalist ex-
ploitation. A group of Chinese pro-working class research-
ers recently reported about rising sentiments amongst
workers against the bosses and nostalgia for the time be-
fore the market reforms were introduced:

“The conditions brought on by the development of capitalist re-
lations of production provided China’s traditional workers with
a solid education in reality. Laid-off workers could be heard ex-
claiming, "Mao gave us the Iron Rice Bowl. Deng poked our eyes,

Jiang Zemin stomped on us, and Zhu Rongji kicked us aside.” A
worker at Jihua Tractor said, “These past few years there has been
rapid development, which is undeniably tied to a capitalist form
of primitive accumulation. The primitive accumulation that took
place over a hundred years during capitalism’s start only took
a few years to carry out in Jihua!” Workers would lament that
‘During the Qing Dynasty, it would cost a fortune to take care
of a local official. The costs of a Qing official pale in comparison
with today’s cadres! (...) When Mao was in power, workers had
good spirits, were not easily bullied and were the masters of the
factory. Since Deng, workers don’t have a penny to spend. Now
their power has been handed over to foreigners and leaders who
exploit and oppress workers, serving the interests of a small mi-
nority. The state is only socialist in name, not reality.” >

It is only natural that the Chinese working class is trying
hard to fight for its rights despite the draconic regime of the
Stalinist-capitalist dictatorship. Developments in the past
few years are indicating a massively growing militancy.
Popular protests called “mass incidents” rose, according
to official statistics from China’s Academy of Social Sci-
ences, from 60.000 (2006) to more than 80.000 (2007). This
publication was discontinued — obviously the bureau-
cracy feared that these figures could have an even more
inspiring effect. However there are estimates that in 2009
already 90.000 “mass incidents took place and the Chinese
sociologist Sun Liping estimates the figure for 2010 was
even 180.000. *°

The focus of the workers protests shifted in the 2000s from
the state-owned sector to the private enterprises. This is
not surprisingly since the working class is increasingly
employed in this sector. (See Graph 13) However, as Pei
Haide points out in the China Left Review, the resistance
of the workers in the state-owned enterprises posses a

Graph 8: Share of informal employment in Urban Labor Market
amongst migrant and local workers in China, 2001-2010 “°
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100

86.5

90

80

70

60

50

40

30

20

2001

B migrant workers M local workers O all

2005

2010



12

China’s transformation to an imperialist power

particularly explosive potential for political and militant
struggles. We can only agree with the authors’ conclu-
sion:

“...the contradictions between the traditional working class and
capitalists sharpen as SOEs are restructured. Indeed restructur-
ing becomes the starting point for workers’ struggles. Second,
the traditional working class struggle in form for their economic
interests, demanding that factories pay their back-wages, and
pay monies owned to their pension and medical insurance ac-
counts. In substance, the traditional working class’ struggle
with the capitalist class is a political struggle.” >*

The internationally most prominent example for popular
struggle was the recent Uprising in Wukan where the local
people drove out the party-state functionaries and their
police hooligans and created a Commune in the liberated
area.

The ruling class increasingly fears the workers protests
and, as a reaction, spends huge sums to build an even big-
ger repression apparatus to smash the working class in the
case it should try to repeat an Uprising like in spring 1989.
In March 2012, the government announced that it planned
to spend $111 billion this year on domestic security — this is
the overall budget for police, state security, armed militia,
courts and jails and other items of “public security. This is
an increase of 11.5% over 2011, and $5 billion more than
this year’s military budget. 56 One observer remarked that
the growing social and regional inequalities in China will
lead to a rebellion “as long and as arduous a struggle as the
Civil War in the United States.” >

This massive domestic repression apparatus is also neces-
sary because another aspect of China’s emerging imperial-

ism is the oppression of its more than 100 million national
and ethnical minority people — their interior colonies. And
these national minorities also desire to get rid of the Han-
dominated Stalinist-capitalist regime as the repeated up-
rising in Tibet and Eastern-Turkestan (called Xinjiang by
the Han-Chinese) in recent years has shown.

Capital export as bond and loan capital

One of the most important characteristics of an imperial-
ist bourgeoisie is its formation of monopolies who export
capital. Indeed such a development happened in China
during the last decade. We have already shown above the
numbers of Chinese monopolies which have entered the
league of the biggest global corporations. As a result Chi-
na has enormously increased its capital export.

China’s rapid growth as a capital exporter takes place both
on the level of productive investment and on the level of
money capital (bonds, loans etc.). As a result of its im-
mense rapid process of capital accumulation, Chinese im-
perialism has also accumulated huge volumes of money
capital. This is expressed in an extraordinary fast growth
of its foreign exchange reserves. These reserves exploded
from $165 Billion in 2000 to $3.305 Billion in March 2012.
58 As such China’s foreign exchange reserves equal the
combined sum of the next 6 biggest foreign exchange re-
serves holders! Of course, foreign exchange reserves are
not bundles of paper money which is staffed in a safe but
money capital which is put in circulation to secure the
holder an interest, i.e. a share of the surplus value created
by the respective country. Usually foreign exchange re-

Graph 9: Chinese manufacturing Labour’s Share of Value Added
2002-2008 (in %) *

Labour's share of VA (%)

0.0 -

2002 2003 2004

500 A .
52.3% 50.9%
est
a0 - 43.9%
est
375%
300 A
27.2% 26.2%
200 4 est
100 ~

2005 2006 2007 2008

Mote: Data refers to large urban units and 2003, 2004 and 2008 are authors’ estimates.
Sources: National Bureau of Statistics, Beijing and Monthly Labor Review, Bureau of Labor, Washington.



China’s transformation to an imperialist power

13

serves are invested in relatively secure deposits like gov-
ernment bonds, deposits at the Bank for International Settle-
ments or Special drawing rights (SDRs) maintained by the
International Monetary Fund. In fact about 83% of China’s
total assets of US$3.4 trillion are foreign exchange reserves
and most of it is invested in foreign sovereign bonds. ¥

In Graph 14 we can see the explosive growth of Chinas
foreign exchange reserves between 2002 and 2011. At the
same time we can see that it has become an essential share
holder of US public debt. Recently it has become the big-
gest foreign bond holder of US debt. Of all U.S. debt hold-
ers China is with $1.73 trillion the third-largest, behind
only of two US government institutions themselves — the
Social Security Trust Fund’s holdings of nearly $3 trillion
and the Federal Reserve’s nearly $2 trillion holdings in
Treasury investments. 60

At the same time China’s ruling class is diversifying its
deposits of foreign government bonds. As the same Graph
shows, Beijing has reduced its holdings of U.S. securities as
a share of its total holdings. This share has declined from
75% in 2002 to 54% in 2011. Recently China’s state capi-
tal has started to buy shares of Euro zone’s public debt.
In February 2012, China’s Premier Wen Jiabao, said at the

EU-China summit: ,, Europe is a main investment destination
for China to diversify its foreign-exchange reserves.” Already
in the first half of 2011, Asian governments — essentially
Japan and China — accounted for between 14% and 24%
of purchases for three EFSF bond sales worth €13 billion.
These volumes are expected to have grown since then. '
China is also an active lender in bilateral loans. Accord-
ing to the “Financial Times”, Chinese banks have emerged
as a major financier over the past few years. It is already
lending more money to so-called developing countries
than the World Bank. The China Export Import Bank and
China Development Bank signed loans of at least $110 billion
to other developing country governments and companies
in 2009 and 2010 (the World Bank made commitments of
$100.3 billion from mid-2008 to mid-2010). The purpose
of these loans is — as it is usually the case with state loans
to foreign governments — to support Chinese exports and
businesses overseas. 63

It is therefore not surprising that China is today close to
being the biggest Net Capital Exporter, only slightly be-
hind Germany. (As we can see in Graph 15 which we re-
produced from the latest IMF Global Financial Stability Re-
port in April 2012)

Graph 10: Cross Country Comparison of government expenditures
for Education, Health, Environmental and Social Protection
as a share of GDP, China and other countries, 2007 and 2009 (in %) *
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Capital export as Foreign Direct Investment

However China’s capital is not only active on the interna-
tional loan and bond market but also as a foreign inves-
tor in the industrial and raw material sector. Since China
emerged only recently as an imperialist power it is still
weaker on the global market than those imperialist pow-
ers which have dominated for more than a century. So in
Table 3 we see that the old imperialist powers like the USA,
Britain, Germany or France still have an outward stock of
Foreign Direct Investment (FDI) bigger than China. How-
ever the latter is already not far behind imperialist Italy.
However, one has to bear in mind that China started its
massive foreign investment drives only some years ago. In
1990 China'’s share of the global FDI stock was only 0.2%
in 1990 and in 2000 it was still only 0.4%. Since then it has
more than quadrupled to 1.7%.

This is because of the rapid catch-up process in the 2000s.
Graph 16 demonstrates this rapid growth since 2005. The
Graph, published by the bourgeois US think tank The
Heritage Foundation, compares the official and the Heritage
calculations (but the differences are not significant). Ac-
cording to the official Chinese statistics the country’s FDI
in the years 2005 to mid-2012 was $344.8 billion while the
Heritage Foundation gives the figure of $335 billion.

In Table 4 we compare the annual FDI outward flows of a

number of imperialist countries in the last five years. One
can see that Chinese imperialism has already surpassed ri-
vals like Canada or Italy in Foreign Direct Investment and
has already reached the level of countries like Germany.

A note on Hong Kong's role in
Foreign Direct Investment

At this point we need to make a remark about the place
of Hong Kong in these statistics. While we have enlisted
the figures for Hong Kong we have only referred to Chi-
na’s figures. This seems to be strange since Hong Kong
has been part of the Chinese state since 1997. However we
have deliberately left out Hong Kong because a number of
foreign direct investments in Hong Kong originate from
China and go back to China. The reason for this was that
the Stalinist-capitalist government of China offered tax-
privileges to foreign companies who invested in China.
As a result many Chinese capitalists formally invested in
Hong Kong to re-invest their capital in China. However
this should have ended in the last years since China’s gov-
ernment stopped these tax privileges in 2008.

The economist John Smith writes: “Another example of this
type of distortion is the so-called round-tripping” of Chinese in-
vestment through Hong Kong, in which domestic investment
appears as FDI—up to half of all inward FDI into China is esti-

Graph 11: Inequality in Real Wages in Special Economic Zones and Other Cities
between top and bottom layer of Workers, 1988-2001 (in Yuan in 1985 units) °
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mated to fall into this category.”

This is an important fact because it also means that the role
of foreign direct investments into China is substantially
overestimated. It means that the significance of the old im-
perialist capitals in China is less than often thought.
Another reason for exempting Hong Kong is that this for-
mer British colony serves as a centre for many Western
multinational corporations for further investment in other
Asian countries. Hence a significant part of FDI going out
from Hong Kong is in fact Western imperialist FDI.
However, even excluding Hong Kong, China became the
world’s fourth-largest outward investor in 2010. ¢

Where is China investing abroad?

Towards which regions and countries is China investing
abroad? In the following table 5 — which draws on the
most recent calculations published by the The Heritage
Foundation — we can see that the Chinese capitalists in-
vested significant amounts of capital in all regions since
2005. The most important countries for China’s non-bond
investments are (calculated in Billions US-Dollar): Austra-
lia (45.3), USA (42), Brazil (25.7), Indonesia (23.3), Nigeria
(18.8), Canada and Iran (each 17.2) and Kazakhstan (12.3).
Not listed in this table but also important are investments
of about $5 billion in Greece and in Venezuela of about
$8.9 billion. (figures for 2005-2010) ™

In which sectors does Chinese capital invest? Given Chi-
na’s size, rapid growth and lack of raw materials, a lot
of its foreign investments go to the mining sector. Since
2003, almost 55% of China’s Greenfield FDI and 27% of
its Mergers & Acquisition transactions took place in the
mining sector. ™ This focus on the oil, gas and other raw
materials is also visible from Table 6 which gives the sums
of China’s Non-Bond Investment for the years 2005-2010.

This tendency remained unchanged in the last two years.
(See Graph 17)

China’s monopolies also increasingly buy into big Western
players on the financial market. An author from a US Fed-
eral Reserve Bank publication reports of purchases by China
Investment Corporation, China’s sovereign wealth fund, of
a9.9% stake in Morgan Stanley and The Blackstone Group.
The state-controlled China Development Bank purchased
a 3.1% stake in Barclays; and the privately held Ping An
insurance group bought a 4.2% share in Fortis. The ICBC,
China’s largest state-controlled commercial banks, bought
a 20% share of South African Standard Bank Group. ™

We showed the dominance of the state capitalist sector
amongst China’s monopolies above. It is therefore not sur-
prising that the state-owned enterprises SOE'’s also play
a dominating role in the country’s foreign investments
which is undertaken by the more than 34.000 foreign affili-
ates controlled by some 12.000 Chinese parent companies.
76

In 2009, more than 2/3 of China’s FDI outflows were from
centrally controlled SOEs and a portion of the remainder
was from firms partially-owned or controlled by the state,
or by provincial or municipal governments. ”

The dominance of the state-capitalist sector is particularly
strong in the bigger projects. The Heritage Foundation re-
ports: ,In terms of the large deals, though, SOEs absolutely
dominate. SOEs accounted for 96 percent of the dollar value of
Chinese investments from 2005 to the middle of 2012. The pri-
vate role has been minimal.” ™

According to official figures, the four super-state-monop-
olies — the oil giants CNPC and Sinopec, the sovereign
wealth fund CIC, and the metals conglomerate Chinalco
— account for about half of Chinese spending since 2005.
" In Graph 18 we show the foreign assets of the Chinese
non-banking SOE’s in 2010.

Graph 12: Inequality in Nominal Wages in Special Economic Zones and All
Other Cities between top and median layer of Workers, 1988-2001 (in Yuan) *
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Super-exploitation of the semi-colonies

As we have seen above in Table 5 China’s monopolies
direct a significant proportion of its foreign investments
to semi-colonial countries like Nigeria, Brazil, Indonesia,
Iran, Kazakhstan, Greece or Venezuela. One can safely as-
sume that a huge number of the estimated 800.000 foreign
employees of Chinese corporations are located in semi-
colonial countries. ®

While it is true that China is still substantially behind the
old imperialist powers in outward foreign direct invest-
ment stocks, its role in the semi-colonial countries is rap-
idly increasing. In 2010 China became the third-largest
investor in Latin America behind the US and the Nether-
lands. # China is also Africa’s biggest trading partner and
buys more than one-third of its oil from the continent. ®
(See the two Graphs 19 and 20)

Amongst other strategic investments like oil companies
etc., Chinese monopolies focus on the control of centrally
important infrastructure projects like ports. For example,
China has already invested $200 million in building a
modern port in Gwadar in the Pakistan’s’ South-Western
province Baluchistan, whose national minority is severely
suppressed by the Pakistan state (with the support of both
US and Chinese money and weapons). %

Similarly, China’s state-owned shipping giant Cosco re-
cently took over Athens’ main port, Piraeus, which is also
one of the most important ports in the Eastern Mediter-
ranean region. Cosco signed a 35-year lease and paid $4.2
billion for the rights. According to reports Cosco is seeking
to transform Piraeus into a much larger port to rival Rot-
terdam in the Netherlands, which is currently the largest
European port. It aims to double the traffic at Piraeus to
3.7 million containers by 2015. Cosco has also recently ex-

panded in Italy, to the port of Naples. ¥
China’s military forces

China is a rising power not only on the economic, but also
on the political and military terrain. Between 2002 and
2011 China increased its military spending by 170%. Ac-
cording to the Stockholm International Peace Research Insti-
tute (SIPRI) it has today the worlds” second biggest mili-
tary budget, surpassed only the USA. (see Table 7)

Add to this that China is the worldwide fifth biggest nu-
clear power behind USA, Russia, Britain and France. ¥
China’s military has rapidly modernized in the past de-
cade and possesses serious military capacities for offensive
wars. It recently proved it ability to shoot down satellites.
China is not only the second biggest military spender and
the fifth biggest nuclear power; it is also home to big arms
manufacturers. In its list, SIPRI names the Chinese arms
monopolies as the fifth biggest competitors on the global
armament market as we can see in Table 8.

The background for this drive to armament is that Chi-
na as a new, emerging imperialist power is marked by a
historic deficit: it is a late-coming imperialist power. This
means that its surrounding areas are already in the sphere
of influence of other hegemonial powers. To its North and
West the rival is mainly Russia, while — and this is today
the more important aspect — to its South and East it is
the USA and Japan. This means China can only create its
(semi-)colonial sphere of influence by openly confronting
other Great Powers. In this respect its fate is not dissimilar
to the historic situation of Germany in the late 19* and the
first half of the 20" century which could only create its em-
pire by challenging the existing Great Powers like France,
Britain and Russia.

Graph 13: Distribution of workers protests in state-owned
and private enterprises, 2000-2010 (in %) *

Figure 5. Distribution of worker protests across enterprises ownership
2000-2010
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The struggle for control over the
South China (or East) Sea

China has a long agenda of imperialist goals for which it
will need strong military forces. Amongst them is its long-
time goal to re-conquer Taiwan by any means necessary.
Another one is to ensure its dominance in its mare nostrum,
the South China Sea (The Chinese call it this, while Viet-
nam calls it the East Sea). This sea is not only important
for China but for the whole capitalist world economy: A
quarter of the world’s crude and half the world’s mer-
chant tonnage currently pass through its waters. °' The
Chinese military strategist developed the concept of the
two Island Chains — an area which they desire to domi-
nate and control. As one can see, the first line — also called
“nine-dashed line” — in fact claims the complete sea for
China, leaving only the coast area for all other neighboring
countries like Vietnam, Malaysia or the Philippines. The
second line goes further and obviously clashes with pow-
erful neighbors’ interests, in particular imperialist Japan.
(see Graph 21)

In addition to its importance for the world’s maritime
trade the South China (or East) Sea also contains large nat-
ural resources. It accounts for approximately 10% of the
annual global fisheries catch, making it extremely impor-
tant to the fishing industries of nearby countries. ** China
is the world’s largest consumer and exporter of fish. For
Vietnam the fishing industry is even more crucial. Seafood

was its second biggest foreign exchange earner in 2010, ac-
counting for 7% of its $71.6 billion of exports. The fishing
catch of Vietnam also provides close to half of the total
protein intake of a significant portion of the population. *
The South China (or East) Sea is also important since large
oil and gas resources are suspected there. Some already
speak about a “second Persian Gulf’. Estimates about the
size of the resource differ strongly. While a U.S. geologi-
cal survey in 1993-1994 suggested 28 billion barrels of
oil within the entire sea, some Chinese estimates have
claimed around 105 billion barrels of oil within the Spratly
Islands and the Paracel Islands. The Chinese ministry for
land and resources estimates resources of 55 billion tonnes
of oil and 20 trillion cubic metres of gas. While these are
estimates, proven reserves have already been found. In
2006, the Canadian company Husky Energy working with
the Chinese National Offshore Oil Corporation (CNOOC)
announced a find of proven natural gas reserves of 4 to 6
trillion cubic feet. **

One result of this is the lingering conflict with its neighbor
countries like the Philippines, Taiwan, Vietnam and Ma-
laysia about the control over the Spratly Islands but also
other areas like the Paracel Islands. (see Graph 22). Every
capitalist class wants to get a share as big as possible of the
resources-rich sea.

It is only logical that, as a consequence of these conflicting
interests, an arms race has started in the region. China —
as we have shown above — has dramatically increased its

Graph 14: China’s foreign exchange reserves
and its US securities holdings, 2002-2011 ©2
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military capabilities. But it isn’t just China that is dramati-
cally building its military; militarization is progressing in
the whole Southeast Asian region. The defense budgets of
China’s neighbors have increased by about a third in the
past decade. Arms imports to Indonesia, Singapore, and
Malaysia rose by 84%, 146% and 722%, respectively, since
2000. The spending is mainly on naval and air platforms:
surface warships, submarines with advanced missile sys-
tems, and long-range fighter jets. Vietnam recently spent
$2 billion on six state-of-the-art Kilo-class Russian subma-
rines and $1 billion on Russian fighter jets. Malaysia just
opened a submarine base on Borneo. *’

Given the strategic importance of the Sea south of China,
US imperialism is determined to stop its rival from con-
trolling it. Until now the USA have built close alliances
with regional states which enables it to control military
bases in Japan, South Korea, Guam, Australia, Singapore
or the Philippines.

Recently US Defense Secretary Leon Panetta held a speech
on June 2™ 2012 at the eleventh annual Shangri-La Dia-
logue defense summit in Singapore. In it he emphasized
that since the war in Iraq is over and U.S. troop levels are
drawing down in Afghanistan, President Barack Obama
approved a strategy shifting toward Asia last year. He
called for the expansion of American alliances with “de-
fense treaty partners” in the Asia-Pacific such as Austra-
lia, Japan, New Zealand, the Philippines, South Korea and
Thailand. Hence the United States plans to position 60% of
its navy in the region by 2020. *

In one of its latest strategy documents the US Pentagon
formulates its desire to keep its hegemonial status in the
Pacific in the typical diplomatic words, which however
should blind no one of the imperialist motives behind

them:

“Ower the long term, China’s emergence as a regional power will
have the potential to affect the U.S. economy and our security
in a variety of ways. Our two countries have a strong stake in
peace and stability in East Asia and an interest in building a
cooperative bilateral relationship. However, the growth of Chi-
na’s military power must be accompanied by greater clarity of
its strategic intentions in order to avoid causing friction in the
region.” *

US secretary of state Hillary Clinton explained the ratio-
nale behind this strategy shift in autumn 2011 in an article
with the symbolic title America’s Pacific Century: Fitted in
diplomatic phrases she nevertheless expressed clearly the
strategic interests of US imperialism to strengthen its he-
gemony over the Pacific region in order to increase the US
monopolies’ profits:

“Harnessing Asia’s growth and dynamism is central to Ameri-
can economic and strategic interests and a key priority for Presi-
dent Obama. Open markets in Asia provide the United States
with unprecedented opportunities for investment, trade, and ac-
cess to cutting-edge technology. Our economic recovery at home
will depend on exports and the ability of American firms to tap
into the vast and growing consumer base of Asia. Strategically,
maintaining peace and security across the Asia-Pacific is in-
creasingly crucial to global progress, whether through defending
freedom of navigation in the South China Sea, countering the
proliferation efforts of North Korea, or ensuring transparency in
the military activities of the region’s key players.” 100

To emphasize its claim of influence over the South China
Sea, Hillary Clinton, declared in a speech at the ASEAN
Regional Forum in Cambodia in July 2012, that the United
States have a “national interest” in the affairs of the sea:
“As a Pacific nation and resident power, the United States has

Graph 15: China as the world second biggest Net Capital Exporter, 201
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a national interest in freedom of navigation, the maintenance
of peace and stability, respect for international law, and unim-
peded lawful commerce in the South China Sea.” 101

Clinton’s phrase “defending freedom of navigation in the
South China Sea” is clearly directed against any hegemoni-
al desire of China. Those with knowledge of history might
remember that the slogan “defending freedom of navigation”
always was the phrase of British colonialism to threaten
war against any rivals.

Given Japan’s military weaknesses Japanese government
officials praised the US plan. A senior Defense Ministry
official is quoted of saying: “Deterrent power throughout the
entire western Pacific will be stronger.” '

There should be no illusions about a peaceful settlement of
the inner-imperialist rivalry of the Great Powers. An im-
perialist war between the great powers USA and China is
increasingly becoming nearly unavoidable in the coming
decade. Both powers need control over Eastern Asia which
is central for world capitalist value production as well as
trade.

The increasing rivalry between these two Great Powers is
reflected in various books and articles from Western and

Table 3: FDI outward stock by country
2011 (share of global FDI stock)

Country FDI outward stock 2011
(as share of global FDI stock)

World 100

France 6.4%

Germany 6.8%

Britain 8.1%

Italy 2.4%

Canada 3.1%

USA 21.1%

Japan 4.5%

China 1.7%

Hong Kong 4.9%

Chinese bourgeois strategists who already expect a com-
ing war. Robert D. Kaplan, a highly influential US strate-
gist who was appointed by defense minister Gates to the
advisory Defense Policy Board, has already published an ar-
ticle in 2005 with the programmatic title: “How We Would
Fight China”. He warned: “Given the stakes, and given what
history teaches us about the conflicts that emerge when great
powers all pursue legitimate interests, the result is likely to be
the defining military conflict of the twenty-first century: if not a
big war with China, then a series of Cold War —style standoffs
that stretch out over years and decades.” '

Michael Auslin, a scholar at the US right-wing American
Enterprise Institute, recently stated that Beijing’s actions
in the South China Sea have “further inflamed tensions and
made a negotiated seftlement of the Asia-Pacific’s territorial
disputes less likely”. '™ Another author, writing in an Aus-
tralian military establishment journal, comes to the con-
clusion that “...systemic trends suggest that a future of great-
power war in the Asia Pacific appears increasingly likely.” 1%
Similarly, the imperialist think tank International Crisis
Group warned in a study from July 2012:

“The failure to reduce the risks of conflict, combined with the
internal economic and political factors that are pushing claim-
ants toward more assertive behaviour, shows that trends in the
South China Sea are moving in the wrong direction. The risk of
escalation is high, and as pressure in the region threatens to boil
over, claimants would benefit from taking concrete steps toward
the joint management of hydrocarbon and fishing resources, as
well as toward reaching a common ground on the development
of a mechanism to mitigate or de-escalate incidents, even if they
cannot agree on an overall approach to dispute resolution. In the
absence of such a mechanism, tensions in the South China Sea
could all too easily be driven to irreversible levels.” %

Of course, the enormous risks of such a war becoming nu-
clear do not go unnoticed. Hugh White, an influential Aus-
tralian security expert, is fully aware of the potential risks
of such a military conflict: “Any conflict between the United
States and China has a real chance of going nuclear.” 7
US-American strategist Paul Stares, who is closely con-
nected with the Washington establishment, wrote last year
in his preface to a study on US-China relations: “If past

Graph 16: China’s Outward Investment, 2005-mid 2012 (in billion US-Dollar) %
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experience is any guide, the United States and China will find
themselves embroiled in a serious crisis at some point in the fu-
ture.” ' The same line is propagated by Max Hastings, an
influential British journalist, who published in November
2011 an article with the characteristic title “Will World War
IIT be between the U.S. and China?” '

Similarly the Stalinist-capitalist regime in Beijing is deter-
mined to get full control over the complete South China
Sea. China’s foreign minister gave a speech in 2011 in
which he reminded the nations of South-East Asia that
they are small, while China is very big. '°

Global Times, a semi-official paper in China which often
acts as a mouthpiece for the regime, threatened Vietnam
openly with war in June 2011:

“China has to send a clear message that it will take whatever
measures necessary to protect its interests in the South China
Sea. If Vietnam continues to provoke China in this region, China
will first deal with it with maritime police forces, and if neces-
sary, strike back with naval forces. China should clearly state
that if it decides to fight back, it will also take back the islands
previously occupied by Vietnam. If Vietnam wants to start a
war, China has the confidence to destroy invading Vietnam bat-
tleships, despite possible objections from the international com-
munity. The US may add some uncertainty in the South China
Sea. China will handle this carefully, and is not likely to engage
in a direct confrontation with the US. China’s rise has come at
the cost of increasing strategic risks in the south. China will
continue its dedication to peace and development, but it has to
be ready to face confrontation and showdown. The provocation
from Vietnam may become a touchstone.” 111

However China’s imperialist goals are not limited to East
Asia. The Australian geopolitical journal “Security Chal-
lenges” pointed out recently:

“Too frequently China’s engagement with Africa is viewed ahis-
torically and as emanating purely from unadulterated economic
motivations for resources and market access. Such reading ig-
nores the way in which China’s trade and quests for energy
security are indicative of a broader strategic plan to challenge
traditional Western domination within Africa and, ultimately,
to create a credible alternative to the prevailing global order that
aligns more closely with China’s interests while simultaneously
eroding the very foundations of Western global dominance.”
112

To summarize, East Asia and the South China (or East) Sea
is a region pregnant with military conflicts and wars. It

can be the arena for the next inner-imperialist war — be-
tween the USA and China.

Where should the working class stand in possible wars
involving US and Chinese imperialism
and South-East Asian nations?

As we noted above, emerging imperialist China claims
control over the complete sea which would leave only a
small sea strip in front of their coasts for all other neigh-
boring countries. There have already been several armed
stand-offs between Chinese and neighboring naval forces.
At the same time — as we said — military conflicts between
China and the USA are an increasing possibility. As part
of this rivalry the US army is determined to “help” their
semi-colonial allies like the Philippines thus raising the
probability of proxy wars.

We therefore will see wars with complex and different in-
terests. Lenin liked to quote the Prussian military theoreti-
cian Clausewitz who said that “war is the continuation of
politics by other means”. If the USA goes to war it will be
a continuation of its politics to keep its imperialist hege-
mony by other means. It will be a war to maintain the US’s
imperialist super-exploitation of the semi-colonial coun-
tries in the regions. Similarly if China goes to war it will be
a continuation of its politics to become one of the world’s
major imperialist powers by other means. In this case it
too will be a war to keep China’s imperialist super-exploi-
tation of the semi-colonial countries in the regions.

What should be the approach of the working class in the
countries concerned and globally? The Revolutionary Com-
munist International Tendency (RCIT) wrote in its program
— The Revolutionary Communist Manifesto — on imperialist
wars:

“The Bolshevik-Communists fight everywhere against bourgeois
militarism and imperialist war. We categorically reject the policy
of the pacifists, social democrats and Stalinists appeals for disar-
mament, to UN mediation, peaceful coexistence between states
and the promotion of nonviolent resistance. The rulers with
their talking shops as the UN or its hypocritical international
courts can never abolish war from the world. This can only be
achieved by the working class and the oppressed peoples them-
selves through the uncompromising class struggle — including
the armed struggle. That is why we advocate a military training
of the working class one under its own control.

Table 4: FDI flows from selected countries, 2006-2011 (in billion US-Dollar) ¢

FDI inward stock FDI outward stock

Country 2007 2008 2009 2010 2011 2007 2008 2009 2010 2011
World 1975 1.790 1.197 1.309 1.524 2198 1.969 1.17508 1.451 1.694
France 96 64 24 30 40 164 155 107 76 90
Germany 80 8 24 46 40 170 72 75 109 54
Britain 196 91 71 50 53 272 161 44 39 107
Italy 43 -10 20 9 29 96 67 21 32 47
Canada 114 57 21 23 40 57 79 41 38 49
USA 215 306 143 197 226 393 308 266 304 396
Japan 22 24 11 -1 -1 73 128 74 56 114
China 83 108 95 114 123 22 52 56 68 65
Hong Kong 54 59 52 71 83 61 50 63 95 81
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In imperialist wars, we reject any support for the ruling class.
We advocate the defeat of the imperialist state. Our slogan is
that of Karl Liebknecht: “The main enemy is at home”. Our goal
is to transform the imperialist war into a civil war against the
ruling class.

In military conflicts between imperialist states and Stalinist
degenerated workers states (such as Cuba or North Korea) or
semi-colonial peoples and states, we call for the defeat of the for-
mer and for the victory of non-imperialist side. We defend the
latter...” 113

Thus as Bolshevik-Communists we reject taking the side
of one of the two rivaling imperialist powers — the USA
or China. It is a war of the respective ruling class to raise
its hegemony and super-exploitation of the semi-colonial
countries. The correct tactic therefore is revolutionary de-
featism where workers in both camps raise the slogan “The
main enemy is at home” and strive to turn the imperialist
war into a civil war against their own ruling class.

It is a dangerous nonsense, indeed a deeply reactionary
position, of many reformist and left-populist forces to con-
sider China not as an imperialist but rather a “socialist”
power. Such a support for China by “socialist” forces is
equal to social-imperialism as we wrote in our Manifesto:
“A dangerous development in the recent past is the open or
semi-open support for the imperialist power China by (petty-)
bourgeois forces who describe themselves as socialist. (E.g. a

Table 5: Destinations of China’s
Capital Export (non-bond investment)
from 2005 to mid-2012
(in billion of US-Dollar) ™

Destination $ Billion
Western Hemisphere 95.2
Brazil 25.7
Canada 17.2
Argentina 11.7
Europe 60.3
Britain 11.9
France 8.2
Switzerland 7.3
Sub-Saharan Africa 77.1
Nigeria 18.8
South Africa 8.2
D.R. Congo 7.8
Arab World 52.7
Saudi Arabia 114
Algeria 10.5
United Arab Emirates 8.2
West Asia 66.0
Iran 17.2
Kazakhstan 12.3
Russia 11.4
East Asia 66.7
Indonesia 23.3
Vietnam 8.8
Singapore 7.7
USA 42.0
Australia 45.3

number of the Stalinist parties, Chavez and the Bolivarian move-
ment) The working class has not the slightest interest to support
a fraction of monopoly capital (e.g. China and its allies) against
another (e.g. USA). The support of sections of reformism to the
emerging Great power China is nothing more than “social impe-
rialism” — that is an imperialistic policy disguised with social or
even “socialist” phrases.” '*

Which position should the working class take in a mili-
tary conflict between China (or the USA) with one of the
smaller East Asian countries? Here we have to take into
account the fact that countries like Vietnam, the Philip-
pines, and Taiwan etc. are not imperialist powers. They
are rather semi-colonial capitalist countries. In the case of
Vietnam we should add that first the North and since the
mid-1970s the whole country became a degenerated work-
ers state ruled by a Stalinist bureaucracy. However, simi-
lar to China, this Stalinist bureaucracy undertook the res-
toration of capitalism in the 1990s. All these countries are
ruled by a capitalist class. But these are not ruling classes
which exploit other countries but which are rather domi-
nated and exploited by imperialist powers. As we said
in our program it is the Marxist principle to defend such
semi-colonial countries against imperialist powers.
However it is not sufficient to state the Marxist principles
on wars. In real life all forms of combinations, alliances,
amalgamations of different interests etc. are possible and

Table 6: China’s Non-Bond
Investment By Type 2005-2010
(in billion of US-Dollar)

Sector Investment
Energy and power $92.2 billion
Finance and real estate $38.4 billion
Metals $55.1 billion
Transport $4.6 billion
Other $3.2 billion

Graph 17: Sectoral composition of
China’s recent foreign investments,
July 2009 - June 2011
(in billion of US-Dollar) ™

Investment

(Bil. Dollars)
Energy and Power . 61.8
Metals I 22
Finance and Real Estate I 16.5
Transport I 6.8
Agriculture I 0.4
Technology | 3.7
Other Industry | 3.2
Total 120.4

Source: Scissors July, 2011,
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indeed are an important aspect of the class struggle. In
formulating the correct revolutionary tactic Marxists have
to coalesce the application of the Marxist principles of the
class approach to wars with a concrete analysis of every
war in its peculiarity and totality.

Concerning the South China (or East) Sea this means the
following: Countries like the Philippines or Taiwan have
had close alliances with US imperialism for many decades
— or more concretely they are semi-colonies of the USA.
Given these facts it is quite possible that there can be a
war for example between the Philippines and China as it

nearly happened in the summer of 2012. Concretely in this
case the Philippine military forces acted in closest accor-
dance with the US armed forces. In such a war we would
have formally an imperialist power (China) on one side
and a semi-colonial country (Philippine) on the other side.
However in fact it would be a proxy war in the case of the
Philippines, i.e. they would act as an extension of US impe-
rialism. Thus the working class should not rally to defend
the Philippines but should take a position of revolutionary
defeatism as they would do in an inner-imperialist war.

However not all wars in the region are necessarily proxy-

Graph 18: Foreign assets of China’s main non-banking SOEs,
2010 (in billion US-Dolar)) ™
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Graph 19: China’s trade with Africa 1995-2010
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Graph 20: China’s trade with
East Asia and Sub-Saharan
Africa (share of exports
to China in percent),
1990 and 2010 %

TAELE2 China's trade with developing East
Asia differs from that of Sub-5aharan Africa
(share of exports to China, percent)

1990 2010
Developing East Asia
Final manufactures 33 33
Parts & components 10 47
Raw materials 35 16
Sub-5aharan Africa
Final manufactures 7 5
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Raw materials 67 88
Note: Export categorles exclude some products.
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war. Vietnam for example — whose people heroically de-
feated first Japanese, than French and finally US imperial-
ism in its liberation wars in the 20" century — has a history
of being bullied by China. One just needs to remember the
reactionary assault of the Chinese Stalinist bureaucracy on
Vietnam in co-ordination with US imperialism in 1979. In
principle Vietnam has a right to use the East Sea for fishing
no less than China. Its resistance against being expelled
from the Sea so that imperialist China can exploit it alone
is justified. Hence Bolshevik-Communists could take in
such a war a revolutionary defensist position on the side
of Vietnam and a defeatist position concerning China.
However, what we are outlining here are just examples
and possibilities and no commitment for any possible fu-
ture war. The truth is concrete, as Lenin liked to empha-
size, and it is the utmost duty of all Marxists to study any
future war concretely. The Marxists must deduce from
such an analysis if the workers should rally to a revolu-
tionary defensist position for the concerned semi-colonial
country or if they should take a revolutionary defeatist po-
sition calling for the defeat on both sides.

Such a coalesce of the application of the Marxist principles
of the class approach to wars with a concrete analysis of
every war in its peculiarity and totality is not only neces-
sary concerning possible conflicts in South China (or East)
Sea but also for the world-wide arena of politics. Given the
increasing inner-imperialist rivalry it is nearly inevitable
that imperialist powers will try to influence and exploit
wars to advance their own interests. One can already see
this in Libya and Syria where imperialist NATO forces
tried to intervene in and contain the democratic revolution
against the Gaddafi and Assad regime. The same can be
seen in Iran where imperialist China and Russia support
the regime (as they supported Gaddafi and Assad) to halt
the advance of the US sphere of influence in the Middle
East.

It would be however terribly wrong to conclude from this
that socialists should take a general defeatist, neutral posi-
tion in such wars. This would be equivalent to petty-bour-
geois abstentionism in wars where the working class has
an interest to push forward the democratic revolution (e.g.
Libya and Syria) or to deliver a blow against the imperial-
ist Great Power policy (e.g. Iran).

It is true that imperialist powers tried in the past and will

Table 7: The 10 largest military
spender, 2011 (in billion US-Dollar)

Country $Billions spent
1. USA 711
2. China 143
3. Russia 71.9
4. UK 62.7
5. France 62.5
6. Japan 59.3
7. India 48.9
8. Saudi Arabia 48.5
9. Germany 46.7
10. Brazil 35.4

try in the future to utilize such democratic struggles for
their purpose and interfere. This must be opposed by the
Marxist forces. One has to concretely analyze if the given
democratic or national liberation struggle or a just na-
tional defensive war against an imperialist attack become
subordinated to the imperialist maneuvers. In such a case
it would stop to possess any significant internal dynamic
of a workers and peasant liberation struggle. If this is the
case Marxists must change their position and give up criti-
cal support for the national liberation struggle. But this is
not always and not necessarily the case.

But as Lenin said in the epoch of imperialism the Great
Powers will always try to interfere and utilize national
and democratic conflicts. This must not lead Marxists to
automatically take a defeatist position in these conflicts. It
depends which factor becomes the dominant aspect — the
national, democratic liberation struggle or the imperialist
war of conquest.

. Britain and France fought the Seven Years’” War for the pos-
session of colonies. In other words, they waged an imperialist
war (which is possible on the basis of slavery and primitive
capitalism as well as on the basis of modern highly developed
capitalism). France suffered defeat and lost some of her colonies.
Several years later there began the national liberation war of the
North American States against Britain alone. France and Spain,
then in possession of some parts of the present United States,
concluded a friendship treaty with the States in rebellion against
Britain. This they did out of hostility to Britain, i.e., in their own
imperialist interests. French troops fought the British on the side
of the American forces. What we have here is a national libera-
tion war in which imperialist rivalry is an auxiliary element, one
that has no serious importance. This is the very opposite to what
we see in the war of 1914-16 (the national element in the Austro-
Serbian War is of no serious importance compared with the all-
determining element of imperialist rivalry). It would be absurd,
therefore, to apply the concept imperialism indiscriminately and
conclude that national wars are “impossible”. A national libera-
tion war, waged, for example, by an alliance of Persia, India and
China against one or more of the imperialist powers, is both pos-
sible and probable, for it would follow from the national libera-
tion movements in these countries. The transformation of such
a war into an imperialist war between the present-day imperial-
ist powers would depend upon very many concrete factors, the
emergence of which it would be ridiculous to guarantee.” 115

Table 8: The 10 largest exporter

of major arms, 2010
(share of global market) *

Country Global Share (in %)
1. USA 30

2. Russia 24

3. Germany 9

4. France 8

5. UK 4

6. China 4

7. Spain 3

8. Netherlands 3

9. Italy 3

10. Israel 2
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To summarize, Marxists should analyze every war — in
particular where it involves both imperialist and semi-
colonial nations — concretely. They have to work out if the
imperialist drive to subjugate a given (semi-)colonial na-
tion is the dominant aspect in the war or if a just national
defense struggle is subordinated to a proxy war for an
imperialist power. From this follows whether the Bolshe-
vik-Communists take revolutionary defeatist or a revolu-
tionary defensist position concerning the struggle of the
(semi-)colonial nation.

Why did China’s rulers succeed in
becoming imperialist where others failed?

At the end of this document we want to deal briefly with a
few theoretical questions on China’s emergence as an im-
perialist power. The Chinese rulers were certainly not the
only ones who attempted to become an imperialist power
in the recent past. But unlike many others they succeeded.
Why? In answering this question it is of interest to com-
pare China with another Great Power who too was a De-
generated Workers State till the early 1990s: Russia.

The Russians also tried to become an imperialist power
and indeed they did succeed around the turn of the cen-

tury. However despite the fact that the USSR was much
more industrialized than China, possessed much a more
developed machinery park, technology and skilled labor
forces, despite all these advantages China today is the
much more powerful imperialist state. What is the reason
for this?

Of course there are several reasons. But as we have elabo-
rated here China’s rise to an imperialist power has as its
foundation its rapid economic growth. As Marxists we
know that the one and only source of economic strength of
a capitalist class is the amount of capitalist value it appro-
priates. This capitalist value is the product of one class —
the proletariat. And the Chinese working class was forced
to create an enormous amount of capitalist value in the
past two decades which was the basis for the formation
of Chinese monopolies, a whole class of capitalists and a
massive amount of capital to export. As we have pointed
out above the Chinese rulers were capable of what hardly
any other capitalist class has achieved: it subjugated its la-
bor force in their majority to super-exploitation. This super-
exploitation was and is of course also profitable for the for-
eign corporations who produce in China’s Special Economic
Zones. But the Chinese capitalist class profited much more
from this widespread super-exploitation since it appropri-

Graph 21: China’s First and Second Island Chains in the Pacific Sea %

Figure 4: The First and Second lsland Chains. PRC military theorists refer to two
“island chains” along China's maritime perimeter. The First [siand Chain includes Tawan and
the Ryuky islands, the Second island Chain extends from Japan to Guam.
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ated a much bigger share of the produced surplus-value.
But why did the Chinese rulers succeed in this but not
the Russians? The answer can only be found in the form
of the capitalist restoration process. Both in China and in
Russia capitalism was restored in the early 1990s. Hence
in both cases we saw social counter-revolutions. But the
forms were very different. In China the Stalinist bureau-
cracy managed to brutally smash the working class and
the youth with the massacre at the Tiananmen Square on
4% of June 1989 where they killed thousands of activists.
After succeeding in this they could subjugate the work-
ing class, force on it the worst possible labor discipline (re-
member the draconic hukou- system), and hence squeeze
out of it for many years without any interruptions massive
volumes of capitalist value.

Compare this to the Russian rulers. The Stalinist bureau-
cracy there was in a weaker position against its working
class. It had no Tienanmen Square massacre. When one
wing of the ruling bureaucrats attempted a “Chinese solu-
tion” on 19"-21% August 1991 (the Yanayev coup) it failed.
So while in China we saw a dictatorial form of capitalist
restoration, in Russia we had a democratic counter-rev-
olution under the leadership of the Yeltsin-wing of the
Stalinist bureaucracy.

This difference in form was important and not acciden-
tal. In Russia we already had a number of class struggles
before the August coup in 1991 (like the famous miner
strikes). In addition there were a number of democratic
and national liberation mass movements (in the Baltic,
in the Caucasus etc.) Sure, these strikes and movements

Graph 22: Sovereignty Claims in the South China Sea *
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were not sufficient to stop the capitalist restoration, but
they created huge rifts and divisions in the ruling Stalinist
bureaucracy so that it split and was incapable to introduce
a “Chinese solution”.

Therefore the correct tactic for Marxists in these historic
events was to combine the struggle for political revolution
for working class power and against capitalist restoration
with the full support for the Chinese workers and youth
uprising in 1989. In Russia in August 1991 the struggle for
political revolution had to include the defense of the mass-
es against a “Chinese solution” via the Yanayev coup and
— after successfully defeated — to struggle against Yeltsin's
introduction of capitalism.

Let us deal briefly with another argument which is raised
the centrist FLTI. Would accepting the thesis that China
has become imperialist imply that capitalism still has the
potential to develop the productive forces and would this
not be a refutation of Lenin’s theory of imperialism? 116
Our answer is no. In fact such an argument betrays a lack
of dialectical thinking.

First, Lenin explicitly stated that understanding the impe-
rialist epoch as an epoch of decay does not preclude the
rapid growth of capitalism for some time or in some coun-
tries. He wrote such in his book on imperialism:
“Monopolies, oligarchy, the striving for domination and not
for freedom, the exploitation of an increasing number of small
or weak nations by a handful of the richest or most powerful
nations — all these have given birth to those distinctive char-
acteristics of imperialism which compel us to define it as para-
sitic or decaying capitalism. More and more prominently there
emerges, as one of the tendencies of imperialism, the creation of
the “rentier state”, the usurer state, in which the bourgeoisie to
an ever-increasing degree lives on the proceeds of capital exports
and by “clipping coupons”. It would be a mistake to believe that
this tendency to decay precludes the rapid growth of capitalism.
It does not. In the epoch of imperialism, certain branches of in-
dustry, certain strata of the bourgeoisie and certain countries
betray, to a greater or lesser degree, now one and now another of
these tendencies. On the whole, capitalism is growing far more
rapidly than before; but this growth is not only becoming more
and more uneven in general, its unevenness also manifests itself,
in particular, in the decay of the countries which are richest in
capital (Britain).” 117

Indeed as we have shown in previous publications on the
crisis of the capitalist world economy, global capitalism
in its totality did stagnate and is now in a period of his-
toric decline. 118 But this is not a mechanical concept and
does not mean that each country in the whole world is in
decline. Quite the opposite, as we have shown, the declin-
ing tendencies, the crises of profits in the main centers of
world capitalism - the old imperialist monopolies — led
to an increasing capital export and super-exploitation of
the semi-colonial world. Of course the rapid growth in
China and other so-called Emerging economies could not
and cannot stop the decline of world capitalism. Only
some fake Marxists and charlatans like people around the
British grouplet “Permanent Revolution” could say that
China is leading the world economy towards a long curve
of upswing. This thesis was crushed by the depression in
2008/09 — the world’s deepest recession since 1929 — from
which capitalism has still not regenerated.

Furthermore one has to recognize that we have seen in the
past decades a long-term decline of Japanese imperialism

and later US imperialism. Western-European imperial-
ism suffers also from important obstacles with its lack of a
pan-European state apparatus and a unified economy. So
there was enormous space for another potential power to
develop and become imperialist.

Surely one must recognize the contradictory character of
China’s imperialism. As a new, emerging imperialism,
coming from a country where the productive forces are
still much less developed than in the old imperialist coun-
tries it certainly is still weaker than its rivals in a number of
areas. It is only natural that it is much less developed than
old imperialist powers which have 100 hundred years or
more behind them. However it already has gained enor-
mous strength as we have shown. In fact Chinese impe-
rialism is a contradictory unit of advanced and backward
elements in its economic development. It betrays a very
mechanist thinking if one excludes the possibility of jumps
in the development, including the economic development.
In one of his best presentations of materialist dialectic
Lenin emphasized that an essential characteristic of devel-
opment both in nature as in human history are “7eaps”, the
‘break in continuity’, the ‘transformation into the opposite’, the
destruction of the old and the emergence of the new” . 119 Are
such jumps in the development really impossible if China
possesses a most decisive advantage to its rivals: the su-
per-exploitation of the majority of its working class?! We
don’t think so and indeed without a correct application of
the materialist dialectic one cannot understand the devel-
opment of China into an emerging imperialist power.
Finally we want to answer another concern: Is there not a
danger that petty-bourgeois leftists in Western countries
will exploit the Marxist assessment of China as an impe-
rialist power and use this as justification for siding — open
or concealed — with their own Western bourgeoisie against
the “inhuman tyrants” in Beijing. Indeed the mentioned
FLTI accuse those who characterize China as imperialist as
“capitulating to Obama”. 120

To this we reply: It is true that the petty-bourgeois left in
Western countries will readily support its “democratic”
imperialism against China. We remember well how the
social democrats, Stalinists and many centrists in the West
sided with “their” bourgeoisie in the 1930s and 1940s
against fascist Germany, Italy and Japan. In fact as long as
rivalry between imperialist powers exists — i.e. as long as
the imperialist epoch lasts — there will be imperialist pow-
ers who are rivals to the Western states. Does this mean
that it would be wrong for revolutionaries in Western
countries to deny the imperialist character of any rival of
their “own” Western bourgeoisie?! Of course this would
be nonsense.

No, the consequence for Bolshevik-Communists cannot
be to deny the imperialist character of China. Why? Be-
cause we are proletarian internationalists, who start from
the point of view of the international proletariat. For the
workers in the Western imperialist countries — who by the
way constitute only a small minority of the world working
class of no more than 25% - the “main enemy is at home” .
For the Chinese working class the main enemy is also “at
home” — i.e. their own ruling class. And in the semi-colo-
nial countries the working class has several — and not only
one — foreign enemies: the USA, the EU, Japan, China and
Russia.

The decisive issue which differentiates proletarian revo-
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lutionaries from petty-bourgeois leftists in Western coun-
tries is not if they do or do not recognize the imperialist
character of China. It is far more which conclusions they
draw from this. The Bolshevik-Communists in the West will
never side with “their” bourgeoisie against the Chinese
(or any other) ruling class. They will take a revolutionary
defeatist position towards “their” bourgeoisie in any mili-
tary conflict. They will continue the class struggle against
the Western capitalist class under any circumstances and
reject any joint front with Western “democratic” imperial-
ism. The petty-bourgeois left on the other hand will ca-
pitulate to the pressure of “their” own bourgeoisie and
support it against the Chinese rivals. The basis for consis-
tent proletarian internationalism is a consistent defeatist
political line of class struggle and not denying the reality
of several, rivaling imperialist powers which exist in dif-
ferent parts of the world.

Summary

Let us summarize the results of our study: After restor-
ing capitalism in the early 1990s, China developed into a
growing capitalist power. In the late 2000s it transformed
into an emerging imperialist power.

The main reasons for China’s successful development into
an imperialist power were:

i) The continuing existence of a strong, centralized Stalin-
ist bureaucracy which could suppress the working class
and ensure its super-exploitation.

ii) The historic defeat of China’s working class in 1989
when the bureaucracy bloodily crushed the mass uprising
at the Tiananmen Square and in the whole country.

iii) The decline of US imperialism which opened the space
for new powers.

This continuing existence of a strong, centralized Stalin-
ist bureaucracy and the historic defeat of China’s working
class in 1989 enabled the new capitalist ruling class to sub-
jugate the majority of the massively growing proletariat
to super-exploitation. Based on this the capitalists — both
Chinese and foreign — could extract a massive surplus
value for capital accumulation. While foreign imperialist
monopolies profited from this super-exploitation of the
working class, it was the Chinese bourgeoisie that was the

main beneficiary.

As a result Chinese capital developed monopolies which
play an important role not only on the domestic market
but increasingly also on the world market. Today China’s
monopolies are amongst the most important capital ex-
porters.

China is not only an emerging economic power but also
a political and military power. It has already the second
biggest military budget. In addition it is the fifth biggest
nuclear power and the sixth-biggest arms-exporting coun-
try.

There should be no illusions about a peaceful settlement of
the inner-imperialist rivalry of the Great Powers. An im-
perialist war between the great powers USA and China is
increasingly becoming nearly unavoidable in the coming
decade. Both powers need control over Eastern Asia which
is central for world capitalist value production as well as
trade.

For this reason it is nearly inevitable that imperialist pow-
ers will try to influence and exploit conflicts and wars.
(e.g. conflicts in the South China (or East) Sea, Libya, Syria,
Iran).

The RCIT considers both the USA as well as China as im-
perialist powers. In a military conflict between the two, we
Bolshevik-Communists will reject taking side of one of the
two rivaling imperialist powers. It would be a war of the
respective ruling class to raise its hegemony and super-ex-
ploitation of the semi-colonial countries. The correct tactic
in such a conflict therefore is the revolutionary defeatism
where workers in both camps raise the slogan “The main
enemy is at home” and strive to turn the imperialist war into
a civil war against their own ruling class.

In a conflict between an imperialist power and a semi-co-
lonial country in the South China (or East) Sea, Marxists
have to analyze every war concretely. They have to work
out if the imperialist drive to subjugate a given (semi-)co-
lonial nation is the dominant aspect in the war or if a just
national defense struggle is subordinated to a proxy war
for an imperialist power. From this follows if the Bolshe-
vik-Communists take revolutionary defeatist or a revolu-
tionary defensist position concerning the struggle of the
(semi-)colonial nation. M

Chinese Worker on Strike
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China as we have done. Here we should mention in particularly
the work of the comrades from the Communist Workers Group of
Aotearoa/New Zealand and the US group Humanist Workers for
Revolutionary Socialism. Independently of us they have devel-
oped the same analysis of Chinese imperialism as they have
documented in a pamphlet “The Rise of Chinese Imperialism”
(The main document of this pamphlet can also be found in the
internet on the CWG(A/NZ) website under http://redrave.blog-
spot.co.at/2009/12/flti-minority-report-on-current-world_25.
html) The CWG(A/NZ) also published recently an excellent
article on emerging Chinese imperialism, the capitalist resto-
ration and the consequences for the class struggle which the
RCIT also published in our journal Revolutionary Communism
No. 3 in June 2012. It is on the CWG(A/NZ) website at http://
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Revolutionary Communist International Tendency:

What does the RCIT stand for?

The Revolutionary Communist International Tendency (RCIT)
is a fighting organisation for the liberation of the working
class and all oppressed. The working class is the class of
all those (and their families) who are forced to sell their
labour power as wage earners to the capitalists. The RCIT
stands on the theory and practice of the revolutionary
workers” movement associated with the names of Marx,
Engels, Lenin and Trotsky.

Capitalism endangers our lives and the future of humani-
ty. Unemployment, war, environmental disasters, hunger,
exploitation, are part of everyday life under capitalism as
are the national oppression of migrants and nations and
the oppression of women, young people and homosexu-
als. Therefore, we want to eliminate capitalism.

The liberation of the working class and all oppressed is
possible only in a classless society without exploitation
and oppression. Such a society can only be established in-
ternationally.

Therefore, the RCIT is fighting for a socialist revolution at
home and around the world.

This revolution must be carried out and lead by the work-
ing class, for she is the only class that has nothing to lose
but their chains.

The revolution can not proceed peacefully because never
before has a ruling class voluntarily surrendered their
power. The road to liberation includes necessarily the
armed rebellion and civil war against the capitalists.

The RCIT is fighting for the establishment of workers” and
peasant republics, where the oppressed organize them-
selves in rank and file meetings in factories, neighbour-
hoods and schools — in councils. These councils elect and
control the government and all other authorities and can
always replace them.

Real socialism and communism has nothing to do with
the so-called “real existing socialism” in the Soviet Union,
China, Cuba or Eastern Europe. In these countries, a bu-
reaucracy dominated and oppressed the proletariat.

The RCIT supports all efforts to improve the living condi-
tions of workers and the oppressed. We combine this with
a perspective of the overthrow of capitalism.

We work inside the trade unions and advocate class strug-
gle, socialism and workers” democracy. But trade unions
and social democracy are controlled by a bureaucracy.
This bureaucracy is a layer which is connected with the
state and capital via jobs and privileges. It is far from the
interests and living circumstances of the members. This
bureaucracy’s basis rests mainly on the top, privileged
layers of the working class - the workers’ aristocracy.
The struggle for the liberation of the working class must
be based on the broad mass of the proletariat rather than
their upper strata.

The RCIT strives for unity in action with other organi-
zations. However, we are aware that the policy of social
democracy and the pseudo-revolutionary groups is dan-
gerous and they ultimately represent an obstacle to the
emancipation of the working class.

We fight for the expropriation of the big land owners, the
nationalisation of the land and its distribution to the poor
and landless peasants. We fight for the independent or-
ganisation of the rural workers.

We support national liberation movements against op-
pression. We also support the anti-imperialist struggles of
oppressed peoples against the great powers. Within these
movements we advocate a revolutionary leadership as an
alternative to nationalist or reformist forces.

In a war between imperialist states we take a revolution-
ary defeatist position, i.e. we don’t support neither side
and advocate the transformation of the war into a civil
war against the ruling class. In a war between an imperial-
ist power (or its stooge) and a semi-colonial country we
stand for the defeat of the former and the victory of the
oppressed country.

The struggle against national and social oppression
(women, youth, sexual minorities etc.) must be lead by
the working class. We fight for revolutionary movements
of the oppressed (women, youth, migrants etc.) based
on the working class. We oppose the leadership of petty-
bourgeois forces (feminism, nationalism, Islamism etc.)
and strive to replace them by a revolutionary communist
leadership.

Only with a revolutionary party fighting as its leadership
can the working class win. The construction of such a
party and the conduct of a successful revolution as it was
demonstrated by the Bolsheviks under Lenin and Trotsky
in Russia are a model for the revolutionary parties and
revolutions also in the 21 Century.

For a new, revolutionary workers’ party! For a 5 Workers
International on a revolutionary basis! Join the RCIT!

No future without socialism! No socialism without a revolution!
No revolution without a revolutionary party! m




