CHAPTER IV

CAPITALIST ECONOMIC DEVELOPMENT

The Material Conditions for China's Economic Development

From 1979-1993 the Chinese economy had grown at an average annual rate of 9.3 percent (PRC 1994). China is now one of the most rapidly growing economies in the world. The World Bank even predicted that China would become the biggest economy in the world by the early 21st century (The Economist October 1994, 4). For the official scholars, China's rapid economic growth demonstrates the great productive force contained by "the system of socialist market economy."

Immediately after the founding of the People's Republic a highly centralized planned economic system directed mainly by administrative commands was established .. . The system had prevented the development of socialist commodity economy and had become increasingly in conflict with the ever growing socialization of production ... It prevented the rapid growth of economic construction, the comprehensive state power, and people's living standard, and the superiority of the socialist system thus could not manifest fully and effectively. Since the Third Plenary Session of the Eleventh Central Committee of the Communist Party of China, comrade Deng Xiaoping has systematically developed the theory of the socialism with Chinese characteristics. Under the direction of this scientific theory, the economic reform of our country has gradually taken the correct path of building the system of socialist market economy... Under the economic reform the economic construction, the comprehensive state power, and people's living standard of our country have been raised to a new level since 1979... From 1979-1991 the average annual economic growth rate was 8.6 percent, substantially higher than the 6.1 percent for 1953-1978... This preliminarily demonstrates the great productive force contained by the system of socialist market economy (Wang Haibo, 220-223).


The argument of the official scholars contains some partial truth. Above all to develop productive forces is the historical raison d'etre of capitalism. It is on this point that capitalism is superior to all previous oppressive societies. On the other hand it must not be denied that the capitalist development of productive forces is always at the expense of the basic interests of the majority people, and under capitalism the material productive forces can be developed only by devastating the most fundamental productive force—the productive force of human beings.


Moreover. the official scholars have ignored the history. Statistically the economic growth rate between 1979-1993 is three percent higher than that between 1953-1978. But statistics by themselves tell us nothing. According to Hollis Bunnley Chenery, the economic development of the developing countries tends to accelerate as their economies become more developed and begins to slow down only after they have reached a fairly high level of economic development. For economic development brings about not only quantitative increase of national income, but also qualitative progresses including the improvement of the general conditions for economic development. The later stage usually has better conditions for economic development than the previous stage. The economy of the later stage thus can develop more rapidly than that of the previous stage (see Liu Shijing and Jiang Xiaojuan). In 1980 China's GNP per capita was $304 (ZGTJNJ 1991). In Chenery's “normal pattern” this corresponds to the stage of $280-560 (see TABLE 4.1). Since China's GNP per capita in early 1980s was near three times of that in early 1950s, in early 1950s China could be placed in the stage of$100-140 in Chenery's "normal pattern." It is thus not surprising for the economic growth rate after 1979 to be three percent higher than that before 1979.

TABLE 4.1

The "Normal Pattern" of Economic Development


GNP per capita
Growth Rate of GNP
Growth Rate of GNP per capita


(1970 U.S. $)
(percent)
(percent)


 100-140
3.81
1.26


140-280
4.80
2.02


280-560
5.67
3.17


560-1120
6.30
4.10


1120-2100
6.58
4.58


2100-3360
6.21
4.71


3360-5040
5.60
4.60

Source:
Liu Shijin and Jiang Xiaojuan, 74. This table was probably cited from Hollis Burnley Chenery (1975). Patterns of Development, 1950-1970.


It was the three decades of economic construction under the New China that had laid down the material conditions for the economic development after 1979.


(i) First, as far as the general infrastructure is considered, the 1980s had much better conditions than the 1950s. For example, in 1949 China had only 21,700 kilometers of railways and about 80,000 kilometers of road. By 1980 the total length of railways was increased to 52,00(0 kilometers, or 2.4 times of that ID 1949 and the total length of road was increased to 876,000 kilometers. or 11 times of that in 1949 (SJJJNJ 1981).


(ii)China is a backward developing country where the performance of the whole economy depends a lot on the performance of the agricultural production. TABLE 4.2 shows that before late 1980s China's economic growth had been closely related to the growth of the agricultural production. The rapid economic growth rate after 1979 was first of all a result of the rapid agricultural growth. If the agricultural production had not reached a level much higher than that in 1950s and thus was able to provide adequate surplus products for industry and cities, it was impossible for the economy to grow as rapidly as it did in 1980s.

TABLE 4.2

Average Annual Growth Rates of China's Total Agricultural Product and National Income

(percent)


Total Agricultural Product
National Income


1952- 1958
4.19
10.97


1958-1965
1.01
0.08


1965- 1978
3.05
6.61


1978- 1988
6.63
9.23

Source:
PRC 1985; Feng Haifai, 115.

The Chinese agriculture in 1980s had reached a much higher level than that in 1950s. But if we consider the relations of production, as a result of the agricultural reform in early 1980s the Chinese agriculture returned to the status of petty peasant economy and in this sense was not really different from the agriculture in 1950s. Nevertheless the petty peasant economy in 1980s was not simply the replicate of the petty peasant economy in 1950s. After two decades of construction under the cooperative agriculture, in 1980s Chinese peasants were undertaking agricultural production under completely new conditions (see TABLE 4.3). If there had not been the great productive capacity accumulated under the cooperative agriculture, the Chinese agriculture could only remain at the primitive level of 1950s. With that primitive agricultural conditions it is difficult to imagine how the economic miracle in 1980s could be built up.

TABLE 4.3

China's Agricultural Productive Forces


1952
1979

Total Horse Power of Agricultural Machinery

(thousand horse power)
  250
181910

Consumption of Chemical Fertilizer per

Hectare of Sown Area (kg)
0.7 

                   109.2 

Consumption of Electricity in Rural Area

(million kwh)
50                   
        28410 

Irrigated Area

(Thousand Hectare)
19959
45003

Source:
SJJJNJ 1981, 56


(iii) Before 1979 China had taken a strategy of economic development with great emphasis on the development of heavy industry. While this strategy is now under heavy criticisms, it must not be denied that by late 1970s "the Chinese industry is no longer burdened with the backward and lopsided conditions left over by the history, and an industrial system with a relatively complete range of divisions and an increasingly rational pattern of distribution has been established (SJJJNJ 198 I. 54)." The heavy industry base built in the three decades of New China is indispensable for the rapid economic development after 1979


For example, "the equipments of the rural enterprises are mostly provided by the urban industry." In 1987 the purchase of the products of the state-owned industry accounted for 70 percent of the total investment by the town and village enterprises (Li Yining, etc.. 166). If China had not built up a strong heavy industrial base before 1979, these industrial equipments would have to be imported. In 1988 the total gross fixed assets of the rural enterprises was 360 billion Yuan. Suppose the 360 billion Yuan is distributed evenly between 1980 and 1988, calculated according to the exchange rate in the respective year, then 360 billion Yuan is the equivalent of about 150 billion U.S. dollars. If this amount of foreign exchange is to be financed by additional exports. China's exports in this period must be 60 percent more than the actual value. If it is to be financed by foreign debt, then China's long-term debt would have to be increased by three times. These two ways are either unrealistic or very difficult to be realized. Thus if there had not been the heavy industry base built before 1979, it is difficult to imagine that the rural enterprises could have developed so rapidly as it did in 1980s.

(iv) But the greatest and most profound achievement of the Chinese revolution was the physical and mental development of the majority people and thus the great development of the productive force of human beings. Life expectancy was increased from 35 before the liberation 68 in late 1970s. Before the liberation more than 80 percent of the population were illiterate and the ratio of the students enrolled in primary schools to the children of the corresponding age group was only 20 percent. By late 1970s the student enrolling ratio for primary schools had reached 93 percent (SJJJNJ l98l, 73) and according to the population census in 1982, the adult literacy rate for male was 81 percent and for female was 55 percent.


The great transformation of the physical and mental conditions of Chinese working people would definitely play a decisive role in the long-term economic development. Its significance was beyond any usual measure.


It is very unlikely that under capitalist development China could have made the same achievements. If there had not been the construction of agricultural infrastructure, the dissemination of agricultural technologies, and the advance of agricultural mechanization under the cooperative agriculture, then how could the material conditions for the agricultural take-off in 1980s be prepared? If there had not been the planned economy which gave the heavy industry the priority of development, then how could the conditions for the subsequent rapid industrial development be prepared?


Moreover, only a country that had experienced a socialist revolution could provide the most favorable conditions for the physical and mental development of the majority people. If we corn pare China with other big developing countries with a population of over 100 million, we find that while China's GNP per capita was not much more than India's, but less than Indonesia's, and was only one​ sixth of Brazil's, China had the highest life expectancy, while its adult literacy rate was comparable to that of Brazil and Indonesia (see TABLE 4.4).

TABLE 4.4

Comparative Social Development of Major Developing Countries


Life Expectancy (Year)*
Adult Literacy Rate (%)**
GNP per capita***


Male
Female
Male
Female
(U.S. dollars)

China                     66                       69                       81                        55                           304

India
50
49
51
28
183

Indonesia
46
49
77
57
369

Brazil
60
64
76
73
1793

*China's figure is for 1981, and the figures of other countries are for 1975-80.

**China's figure is for 1982, and the figures of other countries are for 1980.

***China's figure is for 1980, Indonesia's figure is for 1978, and the figures of India and Brazil are for 1979.

Source:
TJTY 1985; SJJJNJ 1981.

Therefore the three decades of economic construction under the New China had prepared the material conditions for the rapid economic development after 1979. Given these conditions. if there were appropriate relations of production, there would be rapid development of productive forces. Productive forces can be rapidly developed under either the oppressive relations of production or the liberating relations of production. But there is difference between the two ways of development. While in the former case the development of productive forces is always at the expense of the development of human beings (as far as the majority people are concerned), in the latter case the development of productive forces prepare the conditions for the development of human beings and is always conditioned by the development of human beings.

The Establishment of the Capitalist Relations of Production


Whether China would adopt the oppressive relations of production or the socialist non​-oppressive relations of production. is determined not by academic arguments and debates, but by real class struggles. On the one hand, in 1980s Chinese working people had not the necessary material and theoretical force to determine the direction of social development according to their own will. On the other hand, as the experience of the former Soviet Union and Eastern Europe has suggested. it was not so easy for the ruling class to conquer the resistance of the oppressed people and to make the social development in accordance with its own will either.


Working people would never give up their socialist rights won by the revolution and surrender to the capitalist oppressive system without serious struggles. This is the greatest and decisive obstacle to the development of the capitalist relations of production. On this point China is not really different from the former Soviet Union and Eastern Europe. Yet while the former Soviet Union and Eastern Europe have fallen into terrible economic crisis, and indeed whether capitalist restoration can succeed in the former Soviet Union is still open to question, China has apparently made a successful transition to capitalism. From Marxist point of view. this must be explained by the different class structures and thus different conditions of class struggles in China on the one hand, and in the former Soviet Union and Eastern Europe on the other hand.

In China, like in the former Soviet Union and Eastern Europe, there is an urban working class, that is, the working class in the state-owned enterprises, which has played a major role in the struggle against capitalist "reform." But unlike Eastern Europe and the former Soviet Union, in China the urban working class does not account for the majority of the working people. When China began its transition to capitalism, the Chinese agriculture continued to be based on pre-modern technologies. and there was still a distinguished peasant class accounting for most of the country's population. Mere we will not discuss the uneven development of the urban and rural areas in the Maoist period. Let us simply notice that on the one hand, with the privatization of the agriculture, the agricultural economy returned to the status of petty-peasant economy and the peasants thus became "free," and on the other hand, the unequal exchange between industry and agriculture not only continued in the Dengist period but became increasingly unfavorable for the peasants after l984. Given all of these conditions, a large "surplus" labor force of over 100 million emerged in the countryside. These "surplus" people were prepared to sell their labor power according to the capitalist standards, and was going to become China's new proletariat. I call them the "new proletariat" because unlike the working class in the state-owned enterprises, the new proletariat is not protected by such socialist rights as the "iron rice bowl", and instead has to accept the capitalist exploitation in a typically free market capitalist context. The existence of the new proletariat allows the capitalist and semi-capitalist economic sectors (in China, they are made up of the rural enterprises, various '-collective" enterprises. the private enterprises, the Chinese-foreign joint-ventures, and the foreign capitalist enterprises) where the normal capitalist relations of production have been more or less established to develop on a Large scale along side the state-owned enterprises. In this way the Chinese ruling class has virtually circumvented the resistance by the working class in the state-owned enterprises and the capitalist relations of production have been directly established on the basis of the new proletariat. The triumph of the “reform” is thus guaranteed.

China's New Proletariat


In 1978, the agricultural labor force accounted for 71.4 percent of the total Chinese labor force. According to the official scholars, one-third to one-half of the total agricultural labor force was "surplus labor force (Li Yining, etc., 151)." Since 1979, a significant part of the agricultural labor force has moved into manufacturing and service industries. By 1988, the share of the agricultural labor force dropped to 57,9 percent (Li Yining, etc., 155). The labor force that has moved out of agricultural has been mainly absorbed by the rural enterprises, the private enterprises, and the foreign owned enterprises. In 1989, the employees and workers in the rural enterprises amounted to 93.7 million, and those employed by the individual and private enterprises amounted to 7-8 million. Besides. there were about 20 million people working outside their hometown. Among the 20 million. 4 million worked in Cuangdong province. Many of them worked in the foreign-owned enterprises (Li Yining, etc., 98). In 1989, all of these people put together added up to about 120 million. If it is increased by 10 million each year, at present it should have reached about 160 million. These people who have left their land and do not own any means of production, have to sell their labor power to make a living. They are China's new proletariat.


Following is a short poem written by a worker in Shenzhen, which gives us a living picture of the living and working conditions of China's new proletarians.

The machines sound again, 

which forces me to get up earlier. 

While sitting in front of the machine, 

I knew my boss is by me.

His vicious gaze, just like the brightness of green bills (money), 

we lower our head thinking about our own future.

Even breaking our hands and feet, we have to smile 

in front of money.

When we go to get our paycheck, 

what we face is a disdainful smile, 

because what we got only are the crumbs.

While the new proletarians live in terrible and miserable conditions, from capitalist point of view, it is a wonderful and "efficient" economic system. In the "reform" period, the rural enterprises. the private enterprises, and the foreign-owned enterprises whose development has been largely based on absorbing the labor force transferred from the agricultural sector have developed most rapidly. From 1979-1990, the rural enterprises, the private enterprises, and the foreign-owned enterprises had accounted for 51.9 percent of China's total growth of industrial production (Guo Kesha, 187). Moreover, these enterprises are particularly concentrated in the exporting sector which plays a crucial role in Chinese economic development. In 1993, the delivery of exporting commodities by the rural enterprises accounted for 45 percent of the total purchase of exporting commodities by China’s foreign trade institutions. In the same year, the foreign-owned enterprises contributed to 27 percent of China's total exports (RMRB 14 December 1993). Thus, the rural enterprises, the private enterprises, and the foreign-owned enterprises have become the major driving force of China's economic growth.


Now let us see what wizardry capitalists have used to summon the great productive forces from the underground.

(1)
Prolonging Working Time


According to an investigation of one hundred private enterprises by the Chinese Academy of Social Science, of the 100 investigated enterprises, in 53 enterprises workers worked more than eight hours a day, and of the 53 enterprises, in 1~ enterprises workers worked more than ten hours a day. In 66 enterprises, the bosses never allowed workers to take holidays (Han Mingxi, 94). In Cuangdong province it is usual for the workers in the foreign-owned enterprises and the private enterprises to work more than ten hours a day. According to an investigation of 27 enterprises by the Federation of Trade Unions of Huicheng district. Huizhou city, Guangdong province. in 26 enterprises the extra working time was more than 48 hours a month. In some enterprises, it was more than 96 hours. In many cases, workers had to work day and night and were unable to have rest on Sundays and holidays (An Zi, 152).

(2)
Increasing Working Intensity


In this respect there are not direct statistics. However, some indirect methods may give us some help. The gross fixed assets per worker in the urban industrial enterprises in 1987 was about l8800 Yuan, which was five times as that in the rural enterprises in l988 (Li Yining. etc.. 157). The labor productivity in the urban industrial enterprises was three times as that in the rural enterprises. If the urban industrial enterprises were equipped technologically five times as good as the rural enterprises, why was their gap in labor productivity only three times rather than five times? In the official statistics. “labor productivity” is calculated on the total number of employees and workers. Thus, if the workers in the rural enterprises work longer, it appears to be higher “labor productivity” in the official statistics, though actually the labor efficiency has not been improved. But the longer working time of the rural enterprises cannot explain all of the gap. The remaining gap has to be explained by the higher working intensity in the rural enterprises. For example, the average coal production of a worker of the seven rural coal-mines in the Yuanping county, Shanxi province in l985 was 2.2 tons. while that of the major state coal-mines in l984 was only ().903 ton. The major state coal-mines were equipped much better than the rural coal-mines, but the average production of a worker of the rural coal-mines was more than one time higher than that of the major state coal-mines. suggesting that the working intensity of the rural coal-mines was much higher (EICASS). In Shenzhen, the state-owned enterprises, the Chinese-foreign joint-ventures. and the wholly foreign-​owned enterprises were at roughly the same technological level. However, in l987 the labor productivity of the state-owned enterprises was only 31999 Yuan, while that of the joint-ventures was 87787 Yuan. and that of the wholly foreign-owned enterprises was 9414l Yuan (Liu Zhigeng, 4)). This suggests that the working intensity in the foreign-owned enterprises is much higher than that in the state-owned enterprises.


(3)
Depressing the Price of Labor Power


Depressing and embezzling wage have always been capitalists' beloved ways to make their fortunes. In this respect, Shenzhen turns out to be the best in learning the “advanced experience” of capitalism, going in ahead of the age. In Baoan district, Shenzhen City, in the second half year of 1990, there were 19 factories that did not pay workers on time. The total wage that workers did n~)t receive amounted to 720, 000 Yuan (An Zi, 151). In a handbag factory, making one handbag was paid by 0.25 Yuan which was too low for the workers. The workers worked hard and did much extra work, and their average month wage exceeded the standard wage. But the boss thought this suggested that the unit pay was too high and reduced it to 0.085 Yuan. In a salt products factory in the Pinghu town, Shenzhen city, there were thirty four workers working in the package department. Among the thirty four workers, only five had a month wage between 200 and 300 Yuan, none of the other twenty nine workers had a month wage higher or equal to 200 Yuan, and the lowest month wage was only 119.73 Yuan (SZR 3, 25).

(4)
Exploiting Female Workers and Child Workers


In the industrial campuses of Shenzhen. sometimes you can see huge streamers hung on the factory building saying that “this factory urgently needs hundreds of female workers.” Why do capitalists like employing female workers and child workers. For one thing. it is said that female workers and child workers are obedient and do not make troubles. For another thing, it is cheap to employ female workers and child workers. Many female workers and child workers working in the private enterprises have a month wage of only 40-60 Yuan (Han Mingxi, 94). Business Week reports that in the Shekou district, Shenzhen city, there are 12, 000 workers working for the Kader enterprises Ltd. These workers work fourteen hours everyday, having no rest on Sunday. Most of the workers are young women aged from 17-25. There are also many child workers, the youngest of whom are only 12. The Kader executive says: “we can work these girls all day and all night, while in Hong Kong it would be impossible. We couldn't get these kind of labor, even if we were willing to meet Hong Kong wage levels (see Smith, 1993, 95).” The newspapers in Hong Kong report that child workers are widely used in the 14, 000 factories in the Pearl River valley. It is common to find that workers work ninety six hours a week. According to one investigation, in the investigated 200 enterprises in Shenzhen, 40 enterprises employ child workers who are girls from 10-12. These girls work fifteen hours a day, earning a wage which is equal to only ten US dollars a month. To save the expenditure in dormitory, the management require that two or three girls share one bed (Smith, 1993, 95).

(5)
Extorting and Racketeering


in the foreign-owned enterprises in Guangdong province, new workers must pay 100 to 500 Yuan to the management as “deposit.” While it is claimed that the “deposit” will be returned to the workers after they have finished the contracts, the management can find any excuse to dismiss the workers, or bully the workers in many ways so that the workers will give up the job 'voluntarily.' and in both cases the "deposit" is seized by the capitalists. For example, the Biyuan Shoe-Making Corporation Ltd. in Hainan province fired more than two thousand workers in two years, and had peculated more than 20,000 Yuan of workers' "deposit (CRRB 10 December 1993)."


Imposing fines or fees is another wise way for capitalists to exploit workers. In the Shenzhen Haite clothes-making factory, the workers must pay fee for using the bathroom, 0.1 Yuan for one person one time. For every time the sewer in the bathroom was blocked, every one of the more than 200 workers must pay a fine of 5 Yuan. For the workers sometimes it was so awful that the sewer was blocked twice in a day (An Zi, 153). The Tianli factory in the Nantou town, Shenzhen city. provided a fine of 5 Yuan for workers who talked to fellow workers in the working time. Once a worker who had continuously worked twelve hours and had finished the daily quota left the factory ten minutes before the required time. This was discovered by the management, and as a result, I ~ workers were each fined with 50 Hong Kong dollars. There is a factory in the Pinghu town, Shenzhen city. h April 1990 this factory had 227 employees and workers, among whom 74 were fined in this month. In June of the same year this factory had 215 employees and workers, among whom 124 were fined in the month, and among them the person with the worst luck got fines amounted to 78 Yuan in the month (SZR 3, 25).

(6)
"Saving" Workers' Lives


Capitalists care about not only the absolute amount of surplus value, but also the ratio of surplus value to capital, that is, the profit rate. The profit rate can be increased by saving means of production. In the developed capitalist countries, technological progress plays a major role in saving means of production. However, for the rural enterprises, the private enterprises, and the foreign owned enterprises in China, with their obsolete equipments and backward technologies, saving those equipments and materials indispensable for workers' security and health plays a important role in their “saving” of means of production.


A reader of Gong Ren Ri Bao (Workers' Daily) wrote to the newspaper: “some rural enterprises pursue economic benefit one-sidedly, overlooking workers' healthy conditions and failing to provide labor protection facilities...In the crushing workshop in a cement plant in the Fengrun county, Hebei province, the dust in the air is four hundred and twenty seven times more than the required level. In this case, the workers' health cannot be guaranteed at all (GRRB 11 December 1993)."


In Baoan district, Shenzhen city, there had been 30 major accidents in the foreign-owned enterprises from 1989-1992, resulting in 25 deaths. An engineer, who was exhausted by extra work. lost his ring finger and little finger when he was checking a machine. Besides, his middle finger was broken, and between his fore finger and middle finger was a crevice of 8 centimeters (more than three inches). But the manager did not bother to care about it and said; 'crippling does not count, even death does not count You can sue me in the law-court, I do not care (SZR 4, 20)." In a clothes-making factory in the Changan county, Shaanxi province, the management dismissed a female worker whose right hand was broken by the machine, giving her only 500 Yuan (Han Mingxi, 327). When I was in Shenzhen I heard of a similar incident, the only difference was that the management got rid of the hurt worker with only 20 Yuan.


In 19~6 in Hancheng city, Shaanxi province, there were 212 small coal-mines, in which 66. or 3 1.1 percent of the total number. were private coal-mines. In that year there were 39 accidents. causing 44 deaths and hurting 22 people. For the private coal-mines, there were 23 accidents, causing 23 deaths and hurting 22 people, accounting for 59 percent, 52.3 percent, and 100 percent of the total respectively. From January to July, 1987, there were 16 accidents in the private coal-mines. causing 17 deaths, accounting for 84 percent of the total accidents and 87 percent of the total deaths (Han Mingxi, 327).


On the night of 30 May 199 1, there was a fire accident in the Xingya raincoat factory in Dongguan city, Guangdong province, burning 80 young female workers to death and heavily hurt 40 people. Richard Smith made following comments; “this kind of tragedy is. regrettably, all too common in the export-processing industries of southern China where the capitalists now enjoy extensive power and freedoms--and the Chinese government protects them from the workers.” The fire control bureau of (Guangdong province reported that only in the Pearl River valley, there were 1700 industrial fire accidents and explosions in 1990 (Smith, 1993, 95). In this case it is not surprising at all when Shenzhen was hit heavily by an explosion in 1993 and when on 19 November 1993 the tragedy of burning 82 young female workers to death happened.
 Even Ren Mm Ri Bao (People's Daily) commented: “why did the tragedies happen again and again?...this is mainly because some factory owners overlook fire control and the security of production and do not care about the personal security of workers (RMRB 15 December 1993).”


Some people may ask: if workers' rights are violated. why do not workers resort to the protection of law? In China, Shenzhen is a place with the most developed capitalist relations of production. It is also a place with the most complete official laws serving capitalist development. On 28 May 1993 the standing committee of the People's Congress of Shenzhen city passed the "Regulation on the Labor Services in the Shenzhen Special Economic Zone." The Regulation. following the model of the labor law in developed capitalist countries. provides some articles against the excess exploitation of workers by capitalists. According to the Regulation. employers must make contracts with workers before they employ workers; workers have right to participate and to organize trade union; it is forbidden to employ workers younger than 16; employers are not allowed to charge application fee or pledge when they employ workers; if workers are ill or hurt in work, employers are not allowed to cancel the labor contract medication period; after the medication period, if the worker is not recovered and the employer wants to cancel the labor contract, the employer must inform the worker one month before and must pay the worker with subsidy which is equivalent to the wage of a month; the normal working time shall not exceed 48 hours a week, and the extra working time shall not exceed 48 hours a month; the extra work shall be paid with special wage which shall be 150-200 percent of normal wage.


On the other hand, like all modem capitalist laws, the Regulation which flaunts freedom and equality everywhere, is actually imbued with class prejudice. On the one hand, the Regulation tries to prevent the excess exploitation of workers by capitalists. On the other hand, it safeguards capitalists' privileges and forbids workers' rebellion. According to the Regulation, the worker who wants to resign from the job must inform the employer one month before, otherwise the worker make compensation to the employer with the wage of a month; if the worker is frequently late for work. or frequently leaves early, or misses work. or saboteurs, or deliberately spoils equipments ~)r instruments, or wastes raw materials or energy, it is proper for the employer to dismiss the worker without preconditions. This actually allows capitalists to find any possible excuse to dismiss those workers who dare to make struggles.


If the Regulation at least wants to flaunt some equality on paper, the bureaucratic institution does not need to flaunt anything. I knew six young female workers who worked at the Shenglong Clothes-Making Corporation Ltd. in the Huaqiao town, Shenzhen city. The workers in this enterprise worked fourteen hour every day, often did extra work throughout the night, never had holidays. having no rest even on the most important traditional Chinese festival--Spring Festival, and had never received special wage for their extra work. The six young female workers could no longer stand these conditions and had determined to leave. They informed the management one month before their planned date of leaving. However, after the one month, the management refused to return their pledge and their wage of last month (this enterprise always paid workers one month later than the supposed time). The six workers went to the labor bureau. At first, the bureau official simply did not want to listen to the workers, saying that the workers were making trouble without any justifiable reasons. and demanded them be back. The workers explained and requested repetitively, and only then the bureau official agreed to send a official document to the corporation, asking them to deal with the problem properly. The management of course saw it as nothing. The workers went to the labor bureau again. This time the bureau official was more patient and told workers that they should not think only from their own standing point. Instead, he suggested that the workers should think what kind of loss their quit might bring about to the enterprise, "if every worker quits the job whenever he t)r she wants to, how can the boss run a factory?" Then he scared the workers: "you are all three​ “no”s-people (no civil identity no border region pass, and no temporary resident identity in Shenzhen), and it is proper to get you out of Shenzhen city." He then said that even if the boss had violated the Regulation, workers had no right to violate the labor discipline and their only right was to ask the labor bureau to deal with the problem. The six workers made repetitive requests. The bureau official finally agreed to deal with the problem. He asked the management to send a representative to discuss the problem. The representative came but denied that the workers had informed the management their intention to leave one month ago. The bureau official then asked the workers to provide relevant paper work showing that they did inform the management one month ago. The workers certainly did not have any paper work. No problem was solved again. The six workers went to the labor bureau one more time a few days later. This time they met an office head who was somehow sympathetic to them. After listening to the statement of both sides, the office head demanded the management return the pledge to the workers and pay them their wage of last month.. The management agreed. However, later the management told the workers that it was all right to give them their wage of last month, however, since they had made products of poor quality and they had missed some shifts, they must make compensation to the loss of the enterprise. In the end, every worker got only a few Yuan for their wage of last month. No one went to the labor bureau any more. The Shenglong corporation was located at Huaqiao town, from which it took about one and half hours' ride to get to the center of Shenzhen city. The traffic costed 8 Yuan every one for a round trip. Every worker lost 10-20 Yuan for missing a working day. The six workers went to the labor bureau for five times but had got nothing. This case tells us for ordinary working people to make a lawsuit according to bourgeois laws, how much it costs them that they cannot afford, and how difficult it is for them to get a little justice.


The case also tells us how wrong it is with the blind belief in the “rule of law". Many intellectuals ask for the “rule of law,” thinking that the ugly social phenomena will be eliminated if various “human rights” have been written on laws. In fact, there is no such “rule of law” which is independent of the “rule of people.” and bourgeois “rule of law” is not more than the “rule of rich people." In Shenzhen, there are over one million workers and more than ten thousand enterprises. But in the labor bureau, there are only about a dozen of people dealing with daily labor disputes. As a result, in reality, all those provisions in the Regulation that are in favor of capitalists will be enforced properly, while all those provisions in favor of workers almost have no way to be enforced.


There have never been saviors. nor can we rely on either Caesars or gods. Only we ourselves can bring happiness to this world. There is no way for the Chinese new proletariat to secure their own interest other than to make struggle by themselves. It was estimated that in 1990 only in Shenzhen city, there was 69 strikes, involving 9677 workers (An Zi, 151). However, since there are large numbers of labor force leaving countryside to find a living. and making a large industrial reserve army of labor, capitalists are at upper hand when confronted with labor. I heard that in a factory in the Liantang district, Shenzhen city, all female workers on an assembly line went on strike, and the capitalist fired all of them immediately. Sometimes, capitalists may make some small concession to workers, and dismiss the workers' leaders after workers go back to work. In this way, capitalists not only avoid troubles but also eliminate the organizers of workers' resistance. Therefore, the new proletariat are making their struggles under very unfavorable conditions. They begin with an extremely difficult situation. [n many cases, individual workers have to make their rebellions in such primitive ways as stealing products or destroying means of production. On the other hand, the ruling class spare no energy in poisoning the thinking of ordinary workers. A young female worker once told me that she knew a technician who felt resentment against her boss intentionally made a wrong designing then run away, costing the capitalist tens of thousands of Yuan. The young female worker thought that the technician lacked proper education. She said, “sometimes the boss treats the workers badly because the workers lack proper education...workers' rights shall be secured, but so shall bosses' rights." She also said, "workers are not given proper treatment. This is mainly due to bad management. Actually, we have a good boss, only the managers are unreasonable." Words such as proper “education", "good management", and the idea that "both workers' rights and bosses' rights shall be secured" are daily propagated by televisions, radios, and newspapers.


However, most workers learn from their dally experience of life and do feel that they are terribly exploited. Their autonomous rebellion against the exploitation, no matter the rebellion is “proper" or not. When workers rebel. capitalists are no longer the people with “proper education,” but bite people like mad dogs.


In the Taiwanese-owned Yongqi Shoe-Making Corporation Ltd. in Fuzhou, a female worker stole two pairs of shoes and was discovered. Two Taiwanese, with the help of local security guards. brutally beat her, and then put up the shoes on her neck, showing her before the public. After the Show, she was locked in a doghouse, sharing the "house" with two wolf dogs for two hours. The Taiwanese manager told the workers: "I treat you as dogs.' The factory gate was locked immediately after the workers began to work. The workers were not allowed to leave workshop even when electricity run out. Before the workers (most of whom were female) left, they had to accept body search (BKWZ 9 December 1993). The liberal intellectuals say, "capitalism, according to its natural logic, leads to political democracy (BIANYUAN, 5)." The Chinese new proletariat does not have an', civil rights, and even cannot be guaranteed their personal safety, let alone “political democracy.” In fact, direct violence has always been an important capitalist "method of management." In the Haifeng Shoe-Making Corporation. Ltd. in Guangzhou, a male worker, who failed to make qualified shoes. was beaten hard, with bruises all over the body. And this was not the end. The director of the factory ordered the nearly one hundred workers on the assembly line where the male worker worked stood under the noon sun for one hour. Some workers fell in a faint due to sunstroke (An Zi, 153).


This is what capitalists welcome. Capitalists are realistic people. Unlike intellectuals. capitalists do not care so much about those beautiful abstract principles as about profits. With a large industrial reserve army of labor, the new proletariat has to accept terribly low wages and inhuman living and working conditions, and is unable to organize effective struggles to secure Its own interest. allowing themselves to be exploited by capitalists to the utmost. Enormous surplus value is thus created, the machine of capitalist accumulation thus starts to work, and the “economic miracle” of Chinese capitalism is thus made out of the sweat and blood of hundreds of millions of the new proletarians.

Capitalism and the Pauperization of the Masses of People


Capitalist development inevitably leads to social polarization and the relative and absolute pauperization of the masses of people.


Under capitalist competition, capitalists are forced to constantly replace labor with capital. raising organical composition of capital (the ratio of constant capital to variable capital, or the ratio of the value of means of production to the value of labor power), to increase labor productivity. This is the absolute law of capitalist accumulation. On the one hand, as a result of the rising organical composition of capital, employed workers are turned into unemployed workers. the industrial reserve army is rebuilt, and the balance of power between capital and labor is changed in favor of capital, and this change helps to depress the society-wide average wage. On the other hand, with increased organical composition of capital, a certain amount of capital needs to employ less workers. Both have the effect to reduce working people's share of national income. that is, lead to the relative polarization of the majority people.


Take the rural enterprises for example. From 1984-1987, the gross fixed assets per employed person of the rural enterprises increased at an average annual rate of 4.8 percent. From 1988-1992 it grew at an average annual rate of 25 percent. Between 1984 and 1987 to create one job in the rural enterprises, there must be an increase of total output of 6,700 Yuan. Between 1988 and 1992 to create one job in the rural enterprises. there must be an increase of total output of 73,000 Yuan (Ma Bin and Sun Shangqing, 29).


On the one hand, the total social labor force naturally increases year by year. On the other hand, the ability of social capital to absorb the social labor force decreases year by year. The result is the steady growth of the social surplus labor force. Under the current level of productivity, every agricultural laborer can cultivate more than ten mu of arable land. China now has a agricultural labor force of 340 million. and the arable land per agricultural laborer is five mu (Ma Bin and Sun Shangqing, 28). This implies that China has a rural surplus labor force of 170 million.


Under the pressure of the large surplus labor force, the new proletarians are unable to make effective resistance against capitalist exploitation. On the other hand, while in the process of economic development, the relative demand for agricultural goods decreases overtime. as a result of the rising organical composition of capital, the surplus labor force cannot be transferred from the agricultural sector to the industrial or other economic sectors. Both lead to the relative and absolute pauperization of the new proletariat and the peasants, that is, the majority of the Chinese population.


It should be pointed out that the steady growth of the social surplus labor force is by no means an inevitable result of economic development as such. Under socialist conditions, the increase of social productivity of labor will be translated into on the one hand, the increase of people's material conditions of life, and on the other hand, the increase of people's disposable time in which ordinary people can freely develop their physical and mental potential and display their all-rounded creativities. It is only under capitalist development that the progress of social productive forces is turned into large-scale unemployment and sufferings of the majority people.


In China, we can use “peasants' per capita net income,” an official statistical item, to roughly represent the conditions of life of the new proletariat and the peasants. In the official statistics, "peasants" refer to all the residents in the countryside, who are roughly composed of the new proletariat and the peasant class. If we take the per capita income of the urban residents as 100. the index of "peasants' per capita net income" dropped from 58.9 in 1984 to 39.4 in 1993. If we take the ratio of "peasants' per capita net income" to per capita national income in 1985 as 100, this ratio dropped to 69.7 in 1992 (Ma Bin and Sun Shangqing, 26).


Capitalist accumulation not only leads to the relative pauperization of the majority people, but under certain conditions also leads to the absolute pauperization of the majority people. In 1989. while the Chinese economy grew by 4 percent, "peasants' per capita net income" decreased by 7.4 percent. In 1993, while the whole economy grew at a miraculous rate of 13.4 percent, peasants' per capita actual consumption expenditure was reduced by 0.9 percent (Ma Bin and Sun Shangqing. 26. 266).


Therefore, capitalist economic development is inevitably at the expense of the interest of the majority people and based on the relative and absolute pauperization of the majority people. But if this kind of economic development is not in the interest of the majority people, why do the majority people need this kind of economic development?

Dependent Development


The establishment of the normal capitalist relations of production paves the way to capitalist economic development. From 1979-1993 the Chinese economy had grown at an average annual rate of 9.3 percent. In 1994 and 1995 the Chinese economy continued to grow at a miraculous rate of over 10 percent a year, making China the most rapidly growing capitalist economy in the world.


How can the “Chinese economic miracle” be explained? On the one hand, under political dictatorship, and without organized revolutionary socialist political force, working people are not able to make effective struggle against capitalist exploitation and oppression. In this case, to make a living, hundreds of millions of working people have to sell their labor power to capitalists at a terribly low price. On the other hand, as a late industrializing country, China can directly adopt advanced technologies and capital goods by importing them from the developed capitalist countries. By taking advantage of both advanced technologies and cheap labor, or in Marxist terms. by exploitation both the relative surplus value and the absolute surplus value capitalists are guaranteed super surplus value and thus super profit. This provides a very powerful motive force for capitalist accumulation.


But to import foreign technologies and capital goods, there must be an exporting sector competitive in the world market, which is able to provide the necessary foreign exchange. Indeed. in the 'reform" period China's exports have grown more rapidly than the whole economy. From l980-1994 China's merchandise trade increased from $18.1 billion to $121 billion, or an increase by sixfold (PRC 1994; RMRB 2 March 1995). At the same time foreign capital has flown into China on a massive scale. By the end of 1995 a total of $133.4 billion of foreign capital has been actually invested in China (RMRB 1 February 1996).


Thus the Chinese economy has been closely integrated into the world capitalist economy. The ratio of China's merchandise trade to GNP now stands at about 40 percent. At the same time the Chinese economy has been reorganized in accordance with the capitalist international division of labor. On the one hand, the labor-intensive industries and some low-end machinery and electronics industries, where China with its cheap labor, has comparative advantages" in the world market, have expanded rapidly. On the other hand, the Chinese economy has become increasingly dependent upon foreign technologies and capital goods. This pattern of development is reflected by China's foreign trade in machinery and electronics products. Jin Rong Shi Bao (The Finance Times) which is published in Beijing reported by citing information from the relevant offices of the Chinese Department of Machinery Industry:

The Chinese foreign trade in machinery and electronics products suffers from following problems: First, more imports than exports, so that the trade deficit has increased substantially overtime. In 1980 the trade deficit in machinery and electronics products was $ 4.26 billion. In 1993 it was increased to $ 26.76 billion, in which the trade deficit for machinery products accounted for 90 percent and that for electronics products accounted for 10 percent. Second, high-end imports, low-end exports, and most of the major industrial equipments and key products have to be imported. In 1993 there were twelve products each of which was imported with more than .$ I billion. On the other hand, the Chinese exporting machinery and electronics products were mainly composed of low value-added consumer goods. Third, in market competition, the domestic market share of the Chinese machinery and electronics industries has declined year by year. For example, in 1980 the Chinese machine-tool industry held 95 percent of the domestic market. By 1990 it dropped to 70 percent arid in 1993 further dropped to 44 percent (Shih Chieh Jih Pao--World Daily 14 November 1995).


For private capital (in China, the foreign-owned enterprises, the private enterprises, the rural enterprises, and the state-owned enterprises are all concrete forms of private capital), the investment in these industries where China has “comparative advantages" in the world market is paid with high profit rate and the sales market is expanding rapidly. On the other hand, if they make investment in advanced capital-good industries or other high-tech industries, they are unable to compete with the capital of the developed capitalist countries, and many of them simply do not have the ability to invest in these industries and to afford the corresponding risks. In this case. why does private capital who always pursues maximum private profit make investment in high-tech industries rather than those industries with a good prospect in the world market? Thus, according to the logic of private capital. it 15 inevitable that China will on the one hand, specialize in labor-intensive industries and low-end machinery and electronics industries, and on the other hand, be highly dependent upon the developed capitalist countries in advanced capital-goods and technologies. In this sense Chinese capitalist economic development is actually dependent development.


The pattern of dependent development can also be illustrated in the case of the computer industry.

China's goal  . . is to become a major supplier to the domestic and world markets of low-end PCS and peripherals, including printers, monitors, and circuit boards. Through mass exports of such products, China will be able to earn foreign exchange to import the higher end systems arid technology needed to sustain the growth of the computer industry.

This low-end production is itself dependent on imported chips:

China's integrated circuit ("IC") production ability is extremely low and limited to ICs used in consumer goods, such as televisions and refrigerators. As a result, China must import almost all the ICs needed for computer production. Although China is trying to build up its domestic IC production base, international restrictions imposed by the Coordination Committee for Multinational Export Controls (COCONI) prohibit China from gaining the technology needed to produce more complex ICs (Hui and Mckown, 1995, 17).


Chinese government officials acknowledge that in the technological term, the Chinese integrated circuits industry has fallen fifteen years behind the international level. While it is expected that Chinese integrated circuit production will reach 1 billion pieces in the year 2000, the domestic demand will then rise to 2 or 3 billion pieces. leaving 1 or 2 billion pieces to be imported.


While the Chinese capitalist economy does take much advantage of its current favorable position in the capitalist international division of labor, for China to have successful capitalist economic development, it is no less important for China to be able to undertake independent economic policy, especially effectively protecting the domestic industries that are not quite competitive in the world market. For as an underdeveloped country. if China follows the regime of free trade, allowing its economy completely exposed to international competition. then most Chinese enterprises will simply not be able to survive the competition against developed capitalist countries. This will have devastating impact on the Chinese economy. However, with the Chinese economy being increasingly dependent upon foreign technologies and capital goods, China becomes more and more dependent on the markets of developed capitalist countries for its exports. The developed capitalist countries consequently can use trade protection as an effective weapon to force China to follow the economic policies consistent with the interest of developed capitalist countries. In this case, it will be more and more difficult for China to pursue independent economic policy. In fact, in the negotiation for China's entry into World Trade Organization, China has been pressured hard by the developed capitalist countries to open its market and has been forced to make some major concessions.


Moreover, the historical tendency of capitalist technological progress is to replace labor with capital, and labor-intensive industries and products with technology and capital intensive industries and products. Therefore in the long run capitalist technological progress tends to increasingly weaken and even eliminate altogether the importance of cheap labor in capitalist production. If China is unable to develop indigenous high-tech industries which can compete effectively with the developed capitalist countries, in the long run the Chinese exporting industries will become increasingly less competitive in the world market. In the case of dependent development, this will put the long-term sustainability of Chinese capitalist economic development into serious questions.

State and Chinese Capitalist Economic Development

As we have seen it is impossible for China to develop its indigenous high-tech industry under the logic of private capitalism. Under capitalist conditions only the state has the potential to go beyond the narrow scope of private capital and undertake economic strategies that reflect the long-​term interest of national development. However, in capitalist societies, the state usually does not play a decisive role in social accumulation which is mainly carried out by private capital. Only under special historical conditions, given unusual balance of power in favor of the state vis-a-vis private capital, the state may play a major role in capitalist accumulation within a certain period.


Thus, to know whether in China the state can play a major role in social accumulation or not. we need to analyze the concrete historical context. At the beginning of the "reform", the ruling class had inherited from revolutionary China a large state economic sector which played a central role in social accumulation. However, the capitalist "reform" was met with strong resistance by the working class in the state-owned enterprises which consequently were not able to make normal capitalist accumulation. On the other hand, the rural enterprises, the private enterprises, and the foreign-owned enterprises (we refer to these enterprises as "the capitalist economic sector") began to prosper by exploiting the 'new proletariat" who was composed of the surplus labor force in the countryside and was prepared to be exploited under conditions most favorable to capital. By early 1990s the capitalist economic sector was contributing 50 percent of China's industrial production.


While the rise of the capitalist economic sector helps the Chinese ruling class to make a successful transition to capitalism. it brings about fundamental change in the relations between different parts of the ruling class. With the development of the capitalist economic sector, the bulk of the social accumulation is no longer carried out by the state, but by various private capitals. The distribution of social resources has in turn been adjusted to reflect the new balance of power in the ruling class. The state income, as a share of GNP, dropped from 31.2 percent in 1978 to 16,3 percent in 1993. In the same period the income of the central government, as a share of the state income, dropped from over 60 percent to 34 percent. TABLE 4.5 shows that by early 1990s the social resources at the disposal of the Chinese state, as a share of GDP, was not only lower than those of the developed capitalist countries, but also lower than those of the less developed capitalist countries. In the gross domestic investment, only a very small part comes from the state direct investment, and the part that the state can effectively control is not large either. The total social investment is mainly composed of the self-financed investment that the central government cannot regulate directly or is very difficult to regulate (Guo Kesha. l73-l74)."


In this case the state cannot play more than a minor role in social accumulation. The logic of private capital thus prevails. TABLE 4.6 shows that China's R & D expenditure fall far behind developed capitalist countries in the terms of share in GNP as well as absolute amount. As far as the share of R & D expenditure in GNP is concerned, China even fails behind some less developed capitalist countries. This suggests that private capital who pursues maximum private profit is not willing to make investment in the R & D activities and the high-tech industries which are unprofitable. highly risky, and require large capital investment. On the other hand, it tells us that the state, without adequate financial resources, is unable to provide the support indispensable for the development of high-tech industries.

TABLE 4.5

Central Government Revenue as Percentage of Gross Domestic Product


Year
Percent                                

China*                                                   
 1992

                          17.27

United States                                                  1990                                        19.63

Japan                                                              1990                                        14.38

Germany                                                        1991                                        30.80

United Kingdom                                            1991                                        37.05

France                                                           1992                                        40.63

Canada                                                          1989                                        20.12

Australia                                                        1991                                        27.11

India                                                              1991                                        14.74

Indonesia                                                       1991                                        18.16

Thailand                                                        1990                                        20.41

Malaysia                                                        1991                                        28.53

Singapore                                                      1991                                        32.80

Myanmar                                                      1990                                         10.70

Korea, Rep.                                                   1992                                        18.45

Egypt                                                            1990                                        18.58

Mexico                                                         1990                                        14.05

Brazil                                                            1991                                        25.92

Argentina                                                      1989                                          9.85

*the state income as percentage of GNP. 

Source: PRC 1994.

TABLE 4.6

Expenditures on Research & Development for Selected Countries


Year
R & D expenditures
As a share of GNP



(billions of dollars)
(percent)

China
1993
 3.4
0.6

United States
1988
140.0
2.9

Japan
1986
41.7
2.8

Germany, Fed.Rep.
1987
22.8
2.8

United Kingdom
1986
 15.7
2.4

France
1987
 16.4
2.4*

India
1988
N.A.
0.9

Singapore
1987
N.A.
0.9

Turkey
1985
N.A.
0.7

Korea, Rep.
1988
N.A.
1.9

Source:
PRC 1994; Economic Report of the President 1990, 113.

Transnational Corporations and Chinese Capitalist Economic Development

Despite the fact that the Chinese private capital is not willing to invest in the high-tech industries and the state does not have the financial ability to support the development of these industries. The Chinese government recently declared an ambitious plan to develop "high and new technology industries." It was projected that by about 2005 the share of the “high and new technology industries” in GNP would have risen from 10 percent in 1993 to 15 percent, the share in total industrial value-added would have risen to 20-25 percent, and the share in manufacturing exports would have risen from 6.3 percent in 1994 to more than 15 percent. It is not clear how the "hi~h and new industry technologies" are defined. But it was said if China could realize the above plan, by early 2000s China would have reached same level of development that East Asian newly industrializing countries had reached by early l990s (RMRB 10 August 1995). Therefore, even if China has realized the above plan, it will still fall behind East Asian newly industrializing countries by about 10 years, let alone developed capitalist countries.


To realize the above plan, the Chinese government has put most of the stake on the investment by transnational corporations. One after another the so-called "high and new technology industrial campuses" have been set up in Shanghai. Tianjin. Shandong, Jiangsu. and Shaanxi. granting foreign-owned enterprises various benefits, with the hope that transnational corporations will make investment in high-tech industries in China.


While enormous foreign capital has been poured into China since 1979, the bulk of the foreign direct investment in China is from East Asian newly industrializing countries, especially Hong Kong. Macau, and Taiwan. rather than from the developed capitalist countries (see TABLE 4.7). In response to the rising labor cost and deepening economic crisis in their own countries. the capitalists in East Asian newly industrializing countries try to survive the crisis by relocating some labor-intensive industries to China to exploit China's cheap labor. This kind of foreign direct investment makes little contribution to the development of China's high-tech industries.

TABLE 4.7

Foreign Direct Investment in China by Country

(billions of dollars)


1992
1993
1994

Total
11.3
27.8
33.8

In which:

Hong Kong and Macao
7.9
18.0
20.2

Taiwan
1.1
3.1
3.3

Japan
0.7
1.4
2.1

United States
0.5
2.1
2.5

Singapore
0.1
0.5
1,2

Korea. Rep.
0.1
0.4
0.7

Source: PRC 1994


Nevertheless since 1992 the investment in China by major transnational corporations based on the developed capitalist countries has increased rapidly. The investment by the transnational corporations from the developed capitalist countries has following characteristics. First, their investment projects are large in scale. While the average scale of the projects of foreign direct investment in China is between $ 1-2 million, the average scale of the investment projects by the transnational corporations from the developed capitalist countries is about $ 20 million. Secondly, they make investment in the high-tech industries and the capital-intensive industries rather than the labor-intensive industries, using the current-generation rather than the obsolete technologies (RMRB 18 October 1995; Shaw and Meier, 1994).


Why do major transnational corporations make investment in China, and especially, in the high-tech industries? Given China's underdeveloped infrastructure and inadequate scientific-technological ability, and that cheap labor provides little advantage in high-tech industries, the transnational corporations make investment in China not because China is an efficient Site of production in high-tech industries. Instead, they make investment to exploit China's rapidly expanding domestic market (Shaw and Meier, 1994). This pattern of foreign direct investment is not the same type of foreign direct investment in East Asian newly industrializing countries and Southeast Asian countries where foreign capital makes investment to exploit cheap labor and to pursue export​-oriented development. instead, it resembles a lot the foreign direct investment in Latin America after WWII when Latin American countries pursued import-substitution industrialization. In the latter case. foreign direct investment was not targeted at cheap labor but the domestic market of Latin American countries. According to Bornschier and Chase-Dunn (1985), in this case, while in the short run foreign direct investment helped to accelerate economic growth, in the long run it blocked indigenous capitalist development, intensified social inequality. and led to the shrinking of the domestic market and economic stagnation.


The Chinese government has taken a strategy of exchanging the domestic market for foreign investment and technology. The Chinese government hopes that in this way China will be able to develop its high-tech industries. For this strategy to work, effective trade barriers must be established in relevant industries so that transnational corporations cannot get access to China's domestic market unless they make investment in China. However, while trade barriers may benefit the interest of some transnational corporations which make investment in China, they are against the general interest of the Capitalists in developed capitalist countries. Since China has been increasingly integrated into the world capitalist system, and has become increasingly dependent upon the developed capitalist countries in technology, capital, and exporting market, China has to make more and more concession to developed capitalist countries in trade policy and regime. Recently the Chinese government took a major step in trade liberalization by declaring a reduction of trade tariffs by an average of 3() percent. This, however, has not yet made China qualified for World Trade Organization, the entry' of which is Considered very important for China's further expansion of exports. In this case, at best China can make only limited success in the 'import-substitution" in the high-tech industries and will continue to depend heavily on the import of capital-goods and technologies.


In the short run, the rapidly expanding Chinese market will attract large amount of capital from the transnational corporations, which will further boost China's economic growth. But in the long run, due to their higher productivity and technological level, the transnational corporations will become dominant producers in the Chinese market in certain industries. Alter they have established monopolistic control in the Chinese market, the transnational corporations will be able to pursue monopolistic profit by setting monopolistic prices. In this case, they can try to meet the increase of demand by raising prices and do not need to make further investment. On the other hand, the Chinese enterprises which fail to compete with the transnational corporations will not be able to make accumulation either. Moreover, the transnational corporations tend to adopt capital-intensive technologies which will increase unemployment and social inequality, and thus reduce working people's purchasing power. The shrinking domestic market, on the other hand, further discourages investment. Thus, as Bonischier and Chase-Dunn (1985) argued, in the long run, this type of foreign direct investment would lead to economic stagnation in the country where foreign capital had deeply penetrated.
� Translated by Jin Xiaochang and Richard Smith.


� “Extra working time” was the working time more than the normal working time which was considered to be 48 hours a week.


� The prevailing month wage in China in 1990 was about 300 Yuan. On the other hand, the price level in Shenzhen was one or two times higher than that of die average in China.


� On 19 November 1993 a very serious fire accident happened in the Zhili handicraft toy factory in the Kuiyong town, Shenzhen city, burning 82 people to death and hurting 41 people. The investigation afterwards found that to prevent the workers from stealing, the management locked three of the four gates in the working time. Consequently, when the fire began, the workers could not find way out. Nearby the factory there were no fire control facilities, even no water pool (GRRB 4 December 1993).


� While some economists argue that the advance of automation has not yet resulted in “relocation” of industries from less developed capitalist countries to developed capitalist countries (see Castells and Tyson, 1989), it does not mean that this will not happen given further development of automation. In the long run, there is no question that with the development of automation and other technological progress, general technological ability and developed industrial infrastructure will play an increasingly important role in economic development and the importance of cheap labor will be decreased overtime. This tendency is certainly in favor of developed capitalist countries rather than less developed capitalist countries.





� “Self-financed investment” refers to the investment self-financed by enterprises, individuals, or corporations.
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