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Asian Growth : a paradoxical expression of the cris and obsolescence of capitalism

Up to now capitalism has shown his inability to ey the countries where two-thirds of humanityesiv Now, with the
incredible economic growth in India and China - dm@ughout East Asia generally - we hear it shibditem the roof tops
that from henceforth it will be able to develop mdhan half the world and that it would be ablgaceven further if only all
the constraints imposed on it were to be eliminattdvages and working conditions were to be lexeéldown to those
obtaining in China, it is claimed, then growth fre tWest would also rise to 10% a year !

This raises theoretical and ideological questidngreat importance : does the development in Ea& fepresent a renewal
of capitalism or is it no more than a stray occoceein its on-going global crisis ? To answer thiportant question we will
consider the phenomenon throughout the whole ostitecontinent, though we will examine China mdosely as it is the
most publicised and the most representative example

Some questions posed by development in the Asiarbscontinent

1) In 25 years ofglobalisation' (1980-2005), Europe has increased its GDP (Grassd3tic Product) by a factor of just 1.7,
the United States by 2.2 and the world by 2.5.dndh the other hand, has managed to increaserifdtd, developing Asia
six-fold and China ten-fold. This means that thigelahas developed 4 times more rapidly than thermational average.
Therefore, over the last two decades, growth inAsian sub-continent has cushioned the contindkinfahe growth rate of
international GDP per head of population. This basn uninterrupted since the end of the 1960s% 31860-69) ; 2.1%
(1970-79) ; 1.3% (1980-89) ; 1.1% (1990-1999) ar@¥®for 2000-2004%. The first question to ask therefore is : willsthi
region of the world escape the crisis that is umileing the rest of the world economy ?

2) It took the United States fifty years to douiltéeper capitaincome between 1865 and the First World War (1912hina
has managed to do so in half the time and in théstmaf the obsolescence period of capitalism aedglbbal capitalist
crisis. Although 84% of the Middle Empire was ruiralLl952, the number of workers in China's indastsector is now 170
million, that is, 40% greater than in all of theuotries of the OECD (123 million). This countryliecoming the workshop
of the world and employment in the tertiary seésoincreasing at a very rapid rate. The transfoionadf the employment
structure is one of the fastest ever to have tgiace in the history of capitalisffi. China has already become the fourth
largest economy in the world if its GDP is calcathtusing the exchange rate of the dollar and it second place if the
calculation is made in terms of parity in buyingwes®. These facts must obviously lead us to ask if ttantry is
experiencing a genuine primitive accumulation andralustrial revolution, such as occurred in theedeping countries
during the XVIII and XIX centuries. To put it an@hway : is it possible for new capitalist courdrie emerge during the
period of capitalist obsolescence ? Moreover, oisible for a country to catch up with the othasswas the case during
the ascendant period ? If China's present ratemft were to continue, in less than two decadespuld become one of
the largest world powers. This is what the Unit¢atés and Germany did in the XIX century, when theanaged to catch
up with and overtake England and France, in sgiteeofact that they had begun to develop later.

3) The development of China's GDP is also the mighatic in the entire history of capitalism. IsH#d an average annual
increase of between 8 and 10% over the last 25 yafavorld-wide crisis. China's growth even excetdsrecords attained
during the period of prosperity following the warhen Japan grew at a rate of 8.2% per annum beth@eh and 73 and
South Korea by 7.6% per annum between 1962 and. 188at's more, at present this rhythm is much famted more stable
than that of its neighbours who were industrialisaedier (South Korea, Taiwan and Hong Kong). SGligna experiencing
its own equivalent of the post-1945 economic boom ?

4) Moreover, China is not content to simply prodaod export basic goods or to re-export goods medin its workshops
for low wages. It is tending more and more to pamland export goods that have a high level of adddae, such as

(1) This text was initially translated under responsibility of the ICC (http://en.internationalism.org/ir/133/china). We have however made
adjustments due to translation errors and some adjustments that we made to the text.
(2) Sources : World Bank, World Development Indicators 2003 (version on line) and International Economic Perspectives 2004.

(©)

Table 1 : Different branches’ share of produced value and e  mployment (%)
Primary (agriculture) Secondary (industry) Tertiary (services)
Value | Employment Value Employment | Value | Employment
1952 51 84 21 7 29 9
1978 28 71 48 17 24 12
2001 15 50 51 22 34 28
Source : China Statistical Yearbook, 2002.

(4) This calculation method is more reliable in as far as it is based on a comparison of the price of a basketful of goods and standard services
in the various countries, rather than just on the value of the respective currencies in terms of the exchange of goods on the world market.




electronics and transport equipment. Does this riig@nwve are about to see a technological develapmeChina similar to
that in the NIC (Newly Industrialised Countriesaush Korea, Taiwan, Hong Kong and Singapore)? Gfiina, like them,
be able to reduce its dependence on exports ands@evelop its internal market ? In other wora® India and China no
more than shooting stars that will eventually bowt or will they become new major players on theldvstage ?

5) The rapid formation of an enormous worker bastiothe Asian sub-continent, although young and pegienced, raises
numerous questions about the development of thelsastruggles in this part of the world and abitsitinfluence on the
balance of forces at an international level. Ondtieer hand, the low wages and very precarious wgr&onditions in East
Asia are used to blackmail (by threatening to ate) and to depress wages and working conditions.

These questions can only be answered and theaeales, contradictions and limitations of growthAisia be assessed, if
they are considered within the general contexhefavolution of capitalism at an historic and insgional level. This means
that the present development in East Asia mustldmeg within the framework of the obsolescent kb capitalism that
began in 1914 (Part I) and in terms of the dynamfithe crisis that re-emerged internationally & ¢éimd of the 1960s (Part
I1). This alone will enable us to draw out the egie elements relating to Asian growth (Part #Hd these are the analytical
axes that will be developed in this article.

Part | : a characteristic trajectory

China is typical of those countries that were uedbltake part in the process of industrial revotuthat took place in the
ascendant period of capitalism ; it is marked bg tlolonial yoke and its failure to carry out theutmeois revolution,

although it made several abortive attempts to d&Asdong ago as 1820 China was the first world @oaconomically with

a GDP that was as much as a third of the wealtdym®d world-wide but by 1950 China's GDP was onbf#l That is, it

was reduced seven fold relative to the rest ofatbid.

Graph 1 : Per capita GDP, China and USA, 1700-1998 (soufgeyus Maddisonl.’économie mondialeOCDE, 2001 : 45)
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The above graph shows a reduction of 8% in GDPhgad of population in China throughout the ascengeniod of
capitalism : it went from $600 in 1820 to $552 BilB. This betrays the absence of a real bourgew@ution and recurring
conflicts between the various warlords within theak dominant class. It is also bears witness tchdary colonial yoke
that the country endured after it was defeatechen ®pium War of 1840, a defeat that was the beggoiff a series of
humiliating treaties that carved up China in thieriests of the colonial powers. An already weakeDieitha was ill-equipped
to confront the conditions imposed by capitalisemiéry into obsolescence. The relative saturatiothefmarkets and their
domination by the big powers, which are charadier the whole period of capitalist obsolescermmdemned China to
absolute underdevelopment for the majority of fésiod and its GDP per head diminished even mopéllsa (-20%)
between 1913 ($552) and 1950 ($439).



All these elements fully confirm the analysis whiwblds that it is no longer possible for new staed powers to emerge,
given that the world market is saturated. Onlyhe 1960s did Chinegger capitaGDP return to its 1820 level ($600) ! It
increased perceptibly thereafter but it is onlyiigithe last thirty years that its growth has Igapfigures never seen before
in the whole history of capitalisfl. It is this recent period in China's history whishexceptional and which must be
explained, as iapparently contradicts certain givens about the evolutionagialism.

However, before examining the real nature of thisrédible growth in East Asia, we must mention fbriéwo other
characteristics of obsolescent capitalism. Theyfaceors that have had a big impact on the Asiamticent : the general
tendency towards state capitalism and the integrati every country into an imperialist bloc thabmises it protection.
Here too the recent evolution of China seampgarently to contradict these characterisations. On thehamel, China plays
the lone wolf on the international scene. On tHeephand, the way in which it continually carriag aeforms and eases
controls makes it look like capitalism in 19th asyt Manchester, as described by MarxQapital or by Engels inThe
Condition of the Working Class in Englan@/e can say very briefly that this is by no metmescase. On the latter point, all
these reforms are carried out on the initiativéhef state and under its strict control. On the fint, it is the implosion of
the two (US and Russian) imperialist blocs afteBA ¢hat has enabled every country to play ‘lonefveihce then. We will
examine these two factors before explaining theegoc success in East Asia over the last quartaragitury.

The General Infrastructure of State Capitalism

The contradiction between the social relationsagfitalist production and the brake that they nowlypo the development
of the productive forces is at the heart of theegahtendency towards state capitalism during theokescent period of
capitalism. The bitter competition on a world market is now globally saturated and controllecthny big powers, obliges
each nation state to try to control its fate by lenpenting measures of state intervention at aklev social, political and
economic. In general the development of state aligit expresses insoluble contradictions betweennieds of the
accumulation of capital, which becomes more andenioternational, and the narrow national framewofkbourgeois
property relationships :The nation state was once an energetic impulsiocafitalist development but now it has become
too narrow for the expansion of the productive é&x€...) State control of economic life is a factvéeer much liberalism
may protest. To return, not only to free compaeiitibut also to the domination of trusts, syndicaad other capitalist
formations, is now impossibil¢Manifestoof the Communist International, 1919).

The tendency for the state to take control of thigomal interest and for there to be a withdrawss the national framework
produced a sharp halt in the geographical exparssidninternationalisation of capitalism that todé&ge during the whole of
the ascendant period. During this period, the espaofrthe developed countries as a proportion afdvyoroduction went on
growing to the point that they more than doubledfdct they went from 5.5% in 1830 to 12.9% on #ve of the First
World War (table 2). This illustrates capitalismédentless conquest of the world in this period.

However the entry into capitalism's obsolesceniopewas marked by a sharp halt to capitalism's patien of the world.
The stagnation of world trade between 1914 and 198€ graph 2), the halving of the exports of theetbped countries as
a proportion of world production (from 12.9% in Btb 6.2% in 1938 — see table 2) and the facttti@aigrowth in world
trade was very often inferior to that of productishowed in their different ways the marked retiettt the framework of
the nation state during the obsolescent periodnEuging the auspicious period of tpest-war boomwhich saw an
energetic recovery of world trade up until the 197the percentage exports of the developed coantti@.2%) always
remained less than their 1914 level (12.9%) anceveaen lower than in the 1860s (10.9% - see tabi. 2t was only
thanks to the phenomenon gldbalisation from the 80s onwards that the proportion of eipoose above the level it had
attained more than a century earlier.

This distinction between the dynamic operatingha ascendant period of capitalism in contrast & ih its obsolescent
period holds true also in terms of tflew of investments between countries. The proportibBicect Foreign Investment
(DFI) increased to 2% of world GDP in 1914 wheréasly reached a half of this (1%) in 1995 in spiff the fact that it has
developed considerably as a result of globalisatidms is also true in terms of DEtockin the developed countries.
Although globalisation has doubled DFI stock frorf% in 1980 to 11.5% in 1995, this percentage igmater than the

(5) Maddison, OECD, 2001.

(6) World trade developed very rapidly after 1945, even more so than in the ascendant period as trade increased five-fold between 1948 and
1971 (23 years) whereas it increased only by a factor of 2.3 between 1890 and 1913 (also 23 years). So growth in world trade was twice as
much during the post-war boom than during the strongest period in the ascendant phase (Source : Rostow, The World Economy, History and
Prospect, University of Texas Press, 1978 : 662). So, in spite of this incredible growth in world trade, the percentage exports of the wealth
produced in the world was less than the level reached in 1913 and even than that of 1860 ! The developed countries exported no more
proportionally in 1970 than they did a century earlier ! This is a definite indication of growth centred on the national framework .
Moreover, the evidence of a strong recovery in international trade after 1945 is really less marked than it seems from the graph. In fact an
increasing proportion of it did not involve real sales but rather exchange between subsidiary companies because of the increase in
international division of labour: "according to the estimates made by the UNCTAD, the multinational companies alone account for two-thirds of
world trade at present. Exchange between subsidiaries of the same group comprise a half of world trade." (Bairoch Paul, Victoires et déboires,
Il : 445). This reinforces our general conclusion that obsolescent capitalist phase is characterised essentially by a general withdrawal on the
part of each country into its national framework and not, as in the ascendant period, by expansion and prosperity based on the relentless
conquest of the world.



1914 figure (between 12% and 15%). This economimugoon the national level and the developed casitim the
obsolescent period of capitalism is also illusaaby the following : On the eve of the First World War 55 to 65% of DFI
was to be found in the Third World and only 25-38%he developed countries. At the end of the 18@i8gelationship was
reversed ; in 1967 only 31% of the DFI stocks af tteveloped Western countries went to the Thirddvand 61%
remained in the developed countries in the WesteSthen this tendency has been further reinfor¢ed.Towards 1980
these proportions became 78% of DFI in the developeuntries and 22% in the Third World. (...) Thisows the
importance to GDP of direct investment within tleveloped countries of the West, which was roundia®®% to 9% in
the middle of the 1990s, in comparison to 3.5 toat®tind 1913. That is, it more than doubted.

Whereas ascendant capitalism transformed the vimitd own image by drawing more and more countirés its orbit, the
opening of obsolescent phase froze the situationtesl been at its zenitAll of this illustrates the dramatic retreat into
the national framework that characterises the wholghase of capitalist obsolescence and is carried tdoy means of
energetic state capitalist policies

Graph 2: Evolution of World Trade (source : Rostoivhe World Economy, History and Prospedniversity of Texas
Press, 1978 : 662)
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Table 2: Western
developed countries expori
in value (% GDP)

1830 5,5
1860 10,9
1890 11,7
1913 12,9
1929 9,8
1938 6,2
1950 8
1960 8,6
1970 10,2
1980 15,3
1990 14,8
1996 15,9

Philippe Norel, L'inventior
du marché Seuil, 2003 431,

(7) All data concerning DFI is taken from Bairoch Paul, 1997, Victoires et déboires, Ill : 436-443.



The whole of East Asia was particularly affectedlig general withdrawal into the framework of tiaion state. Following
the Second World War almost half the world popolativas excluded from the world market and cordookdcoy the
division of the world into two geo-strategic bloessituation that only came to an end in the 80®se€ involved were the
Eastern bloc, China, India and several countrieth@fThird World such as Cuba, Vietham, CambodigeAa, Egypt, etc.
This brutal exclusion of half the world from the nket is a clear illustration of the relative satioa of the world market. It
meant that, in order to survive in the competitadrobsolescence phase of capitalism, each natimagtal was forced to
take direct command of its own interests at a naftidevel and integrate itself into the policiesopted by the two big
powers, so obtaining their protection. Even sas fholicy that they were forced to adopt was a coosps failure. In fact,
the entire period experienced fairly mediocre grov¥ar India and China, especially the former, whititl even less well
than Africa :

Table 3 : Per capitaGDP (Index 100 = 1950)

1950 1973
Japan 100 594
Western Europe 100 251
United States 100 243
World 100 194
China 100 191
Africa 100 160
India 100 138

Source: Angus  Maddison, L'économi
mondiale annexe C, OCDE, 2001.

It is true that growth in China was higher thant thathe whole of the Third World between 1950 d8¥3 but it was still
less than world growth, and was based on a brupsrsexploitation of the peasants and workersalt enly possible thanks
to the strong support of the Eastern bloc up uh&l1960s and to China's integration into the Aozerisphere of influence
thereafter. Moreover it experienced two serious rowvns during the periods known abé Great Leap Forward(1958-
61) and the Cultural Revolutiot (1966-70), which murdered millions of Chinese gaas and workers through atrocious
famine and material suffering. This global failafethe policies of autarchic state capitalism isdese state capitalism is not
a solution to capitalism's contradictions but ihea a placebo that enables it to postpone thisctsf

China switches from one imperialist bloc to the othr

On its own China was unable to confront the intecsmpetition on a world market that was globallyusated and
controlled by the big powers. In order to best ddfés national interests it had to join first tBeviet bloc, where it
remained until the beginning of the 1960s, and tteemove into America's orbit from the 1970s. Thias a necessary
condition for the defence of a nationalist plan‘@t@velopment’ (Maoism) as its evolution was takphace in a situation that
made it impossible for new powers to emerge andncap with the others, as had been the case iagbendant period.
China therefore sold itself to the highest biddéhiv the context of the imperialist division ofettworld into two poles
during the Cold War (1945-89). Isolation from therld market, integration into the Soviet bloc ahd thassive aid granted
by the latter made Chinese growth possible - ajhaanly modestly since at less than the world ghonate. However it was
relatively better than that of India and the resthe Third World. In fact, as India was only pgréxcluded from the world
market and as it had put itself forward as leade¢he "non-aligned countries®, it paid the price in terms of its economic
growth, which was even lower than that of Africaridg the same period (1950-73). The implosion @& tig imperialist
blocs after the fall of the Berlin wall (1989) atiet continued decline of American leadership inwleeld have removed the
constraints of international domination by the tingerialist poles and have given more latitude erg country to give
free rein to its own interests.

Part Il : East Asia’s place in the history of capitlist development and its current trajectory

The see-saw evolution of East Asia historically (DD-2006)

We have situated the development of East Asia withe historic context of the ascendant and obseldsphase of
capitalism and also within the framework of the eélepment of state capitalism and the region's nati@n into the

(8) From 18th to 24th April 1955 in Bandung on the Indonesian island of Java, there took place the first Afro-Asian conference, in which
twenty-nine countries took part. Most of them had recently lost their colonial status and all of them belonged to the Third World. The summit
was called on the initiative of the Indian Prime Minister, Nehru, who was eager to create on the international scene a group of powers who
would remain outside the two big blocs and the logic of the Cold War. However these so-called "non-aligned" countries never really managed
to be "independent” or to steer clear of the confrontation between the two large (American and Soviet) imperialist blocs. So this movement
included countries that were pro-West, such as Pakistan or Turkey, and others that were pro-Soviet, such as China and North Vietnam.



imperialist blocs during this obsolescent phase.rddist now try to understand why this region hasaged to reverse its
historic trend towards marginalisation. In facte tlable below shows that in 1820 almost half thaltkeproduced in the
world (48.9%) was concentrated in India and Chintthat by 1973 the figure was no more than 7.7Pké colonial yoke,

followed by capitalism's entry into its obsolescphtise reduced India and China's share of world Gk#old. In other

words, when Europe and the new states were dewglpopidia and China were retreating. Today it is éixact opposite ;
whereas the developed countries are in crisis, &sistis recovering to the point that in 2006 iseal its contribution to the
production of international wealth to 20%. So théyea definite see-saw development historicallyhew the industrial
countries have strong growth, Asia experienceswntlon and when the crisis takes a permanent holiheé developed
countries, Asia experiences an economic boom :

Table 4 : The share of different world zones in % bworld GDP
1700 1820 1870 1913 1950 1973 1998 2001

Europe and "new countries" (*) 22,7 25,5 43,8 55,2 56,9 51 45,7 449
Rest of the world 19,7 18,3 20,2 22,9 27,6 32,€ 24,8 (°)
Asia 57,6 56,2 36,0 21,9 15,5 16,4 29,5
India 24,2 16,C 12,2 7,6 4,2 31 5,C 54
China 22,2 32,¢ 17,2 8,9 4.5 4,6 11,5 12,3
Rest of Asic 10,¢ 7,Z 6,€ 5,4 6,8 8,7 13,C )

(*) New countries = USA, Canada, Australia, and Nésaland
(°) = 37,4 : Rest of the world + Rest of Asia

Source : Angus Maddisoh;économie mondiaJéeOCDE, 2001 : 280

East Asia's development after World War I

This see-saw movement is also evident in the dewedmt of China's growth rate in relation to thet resthe world
following World War II. Tables 3 (above) and 5 (i) show that when the developed countries expegigrsustained
growth, India and China lagged behind : betweerD1®% 1973, Europe did twice as well as India, dajd three times as
well as China and four times as well as India d&dgrowth of the latter two countries was less tineworld rate. But then
the situation was reversed : between 1978 and 20@2average annual growth rate in Chinese GDgad was more than
four times higher (5.9%) than average world gro{t4%) and India increased its GDP fourfold althougobal GDP
increased by only 2.5% between 1980 and 2005.

Table 5 : Mean annual growth rates oper capitaGDP (in %)
1952-1978 | 1978-2002
China (corrected for over-estimates) 2,3 59
World 2,6 14
Source : F. Lemoind,'économie chinoisd.a Découverte : 62.

So it was only when the central capitalist coustrnt into crisis that the economies of India @hiha took off. Why ?
What is behind this see-saw dynamic ? Why is it,thdnereas the rest of the world is sinking intgsisr East Asia is
experiencing renewed growth ? How can we explamehisode of marked expansion in East Asia whiéegconomic crisis
continues at an international level ? This is whatwill now examine.

The return of the economic crisis reveals the failie of all post-war palliatives

The return of the economic crisis at the end of1880s swept away all the growth models that hawkithed in the world
after the Second World War : in the East 8talinist model, in the West thEeynesianmodel and thaational-military
model in the Third World. It laid low the pretensfoof each one, to have found a solution to thelitde contradictions of
capitalism. The aggravation of the crisis throughtthe 70s marked the failure of neo-Keynesian nressin the OECD
countries, it led to the implosion of the Eastelochihe following decade and it revealed the impogeof all ‘third worldist'
alternatives (Algeria, Vietnam, Cambodia, Iran, @ubtc). All the models that supplied illusionsidgrthe halcyon days of
the post-war boom fell under the buffeting of repdarecessions, so showing that they were in noamangans to overcome
the intrinsic contradictions of capitalism.

The consequences of this failure and the respangewere very different. From 1978-80 the westeountries redirected
their policies towards amnregulatedstate capitalism (theeo-liberalturn as the media and left press called it). Gnather
hand, the rigidity of Stalinist state capitalismangthat a similar process could occur in the Easteuntries only after this
system collapsed. It was also due to the unbeapabsure of the economic crisis that various aemand models in the
third world were dragged down either into endleagbbrism (Algeria, Iran, Afghanistan, Sudan, e@hers simply went
bankrupt (Argentina, several African countries,) etcran into difficulties that destroyed their fesions to be successful
models (the Asian tigers and dragons). Howevethatsame time a few countries in East Asia, suchdig, China and



Vietnam, managed to introduce gradual reforms whictught them into the bosom of the world marketaligwing them to
enter into the new international cycle of accumatathat began in the 1980s.

These different responses had different resultsvanvill restrict ourselves here to what happemethe Western countries
and in East Asia. We should point out that, justhesreappearance of the crisis showed itself ffirshe central countries
and then reached the peripheral countries, it és dbonomic upturn that took place in the developedntries at the
beginning of the 80s which determined the placerahy the countries of the East Asian sub-contimetite new cycle of
accumulation which will take place on the interoatl level.

The arrival of unregulatedState Capitalism and'perverted’ globalisation

None of the neo-Keynesian measures for economiovezg used during the 1970s managed to improvepthét rate,
which was halved between the end of the 1960s 886 (see graph 6 below). This constant fall ingiaitability of capital
led many firms to the brink of bankruptcy. Statkatthad already run into debt in order to supploet économy almost
reached the point of suspending payments. Theitiam$o unregulated state capitalisand aperverted’ globalisatiorwas
the consequence of this situation of virtual bapkey at the end of the 1970s. The essential axthisfnew policy was a
massive and frontal attack against the working &@r in order to increase the profitability ofpital. From the beginning
of the 1980s, austerity programs are launched,nabeu of Keynesian recipes are cancelled and obligedvorkforce to
compete internationally through delocalisation #ralintroduction of international competition (fle@sening of regulation).
This enormous social regression produced a spdata@eovery in the rate of profit to the point wéét even exceeded that
achieved during the post-war boom (see graph 6ahelo

Graph 3 below demonstrates this policy of elimimgtregulation whole sale which enabled to lower wage mass as a
proportion of GNP by +/-10% internationally. Thiduction is no more than the concretisation ofsih@entaneous tendency
towards an increase in the rate of surplus valud®rate of exploitation of the working cld3s The graph also shows the
stability of the rate of surplus value in the yepreceding the 1970s. This stability, together veithignificant increase in
productivity, was behind the post-war boom. The driopped during the 70s as a result of pressare fhe class struggle,
which had reappeared massively from the end of 8&®s.

Graph 3 : Wages’ share in GDP : USA and European Unio6012005

Wages' share in GDP: USA and European Union, 1960-2005
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The reduction of workers’ wages as a proportioriotél production is really much greater than itreedrom the graph
because the latter includes the salary of all categ, including that of the bossé8. Although the differences between
incomes decreased during the post-war boom, itrbemiancrease again after them. Thereafter it \masantorkers who were
the most badly affected by wage reductions. In, fsigtistics compiled on the basis of social categbow that for many
sectors of workers - the less qualified on the whathis reduction was so great as to lower theiges to their 1960 level.

(9) The rate of surplus value is no more than the rate of exploitation which relates the surplus value (SV) appropriated by the capitalist to the
mass of wages (VC = Variable Capital) which he pays out to the wage workers. Rate of exploitation = Surplus value/Variable Capital.

(10) This graph is taken from the study carried out by lan Dew-Becker and Robert Gordon, Where did the Productivity Growth Go? Inflation
Dynamics and the Distribution of Income, Washington DC, September 8-9 2005. It is available from the internet at the following address:
http://zfacts.com/metaPage/lib/gordon-Dew-Becker.pdf. The graph shows the evolution of wages as a percentage of GDP. It includes all
wages for the European Union and all wages less the top 5% for the United States.




This was already the case for production workerthéUnited States (weekly income). Although theial wages almost
doubled between 1945 and 1972, they then droppeid &y stabilise at their 1960 level :

Graph 4 : Industrial workers’ weekly wages, USA, 1947-199990 dollars]

Industrial workers' weekly wages, USA, 19471999 (1990 dollars)
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Source : G. Dumeéenil & D. Lévy, Crise et sortie de crise, PUF, 2000

For a quarter of a century we have witnessed a imgassd increasingly generalised tendency towalds absolute
pauperisation of the workers internationally. Wae eatimate that average wages' share of GDP tthatically by between
15% and 20%. In addition to this, workers suffeaeserious decline in their living and working cdratis. As Trotsky said

at the 3rd Congress of the CITHe belief was held that the theory of the paup#ios of the masses had been eliminated at
the contemptuous whistle of bourgeois eunuchs ejagtheir university debates and by the oppogtimitellectuals of
socialism. Now we are experiencing, not only sogalperisation but also psychological and biologitapoverishment in

all its hideous reality. In other words, whaKeynesianstate capitalism conceded during the post-war bebecause real
wages more than tripled between 1945 and 198tregulatedstate capitalism is taking back at break neck gp@éth the
exception of growth after 1945, theal and above allastingreforms are not possible any more for the majooitythe
population during the obsolescence phase of cagital

This huge wage reduction had two consequencesh®arte hand, it made possible an enormous riserjiius value which
enabled to re-establish the profit rate. In faettiained, and even overtook, the level it hadhedauring the post-war boom
(see graph 6). On the other hand, by drasticatlyiceng wage demand by between 10% and 20%, it derably lowered
the relative number of solvent markets at an irtgonal level. This led to a serious intensificatmf the international crisis
of over-production and to a fall in the accumulatiate (the growth of fixed capital) which remainan historic low (see
graph 6).This two-pronged movement ; the search for greateprofitability in order to increase the profit rate and, at
the same time, the need to find new markets to gets production circulating, gave rise to the globalisation
phenomenon which appeared in the 1980s. Then, théobalisation is not a consequence of the dominatioof (bad)
unproductive finance capital over the (good) produtive industrial capital according to the left and "alternative-
worldists", financial capital that need to be regulated ay say.

The historic significance ofglobalisationtoday

In fact all that is written about globalisation, &ther by the right or the left, presents it asraaie of the conquest of the
world by means of trade relationships. Often welbwn passages from tl@mmunist Manifestare quoted, where Marx
refers to the progressive role of the bourgeoisit ta the global expansion of capitalism. It isgereted as a vast process of
dominating and commercialising all aspects of fifeough capitalist relations. We are even told thatill be the second
globalisation after that of 1875-1914.

According to this view of the current phenomenomylmbalisation, the whole period from the First \dowar to the 1980s
was no more that a huge interlude, either isol&tqi1914-45) or regulated (1945-80). It was aqubthat made it possible
to carry out social policies in favour of the wargiiclass - according to the lefts - or which prégdncapitalism from

entirely fulfilling its potential - according to ¢hliberals. Thelét's get back to the good old days the former is the mirror
image of the fet's get rid of regulatiohand 'let's liberaliseto the hilt' of the latter, who claimed that by givingdmplete

freedom and power to the marKetthe whole world would reach growth rates equathose in China. If we would only
accept the working conditions and the wage levekh® Chinese workers, we would throw open the g&tea paradise of
strong growth. The way the question is presentethbylefts or the liberals could not be furthemfréhe truth. There are



several reasons for this and they can be summéday ghowing that the roots of the present globabsaphenomenon has
nothing in common with capitalism's tendency teesggrinternationally in the 19th century :

1) The first period of globalisation (1880-1914)rresponded to the formation of the world market déinel profound
penetration of its commercial relations throughthg world. It expressed the geographic extensionagitalism and its
domination at a world level ; it constantly incredshe level of accumulation by raising wages ardrnational demand.
Whereas the dynamic of 19th century swept capitalip into a whirlwind of ever greater heights, giesent globalisation
is no more than a vicissitude of capitalism, whings run out of steam as far as its internationalimalation and growth
rate is concerned. It is in decline, it depressesvth and lowers the wage mass, so reducing solwenkets. Today,
globalisationandthe loosening of regulatioare just measures taken to palliate the devagtaffects of the historic crisis of
capitalism. The fieo-liberal' policies of slackening restraints agtbbalisationare no more than the umpteenth attempt to
overcome the failure of previous palliatives, wiegtieynesiaror neo-KeynesianToday there is no trace of the triumphant
capitalism of the 19th century ; the system is icwihg the slow agony that began in the 1970s. fHot that the new
international circle of accumulation since the 19&@cludes the local development of the Asian suftioent in no way
changes the perverted nature of this globalisatiecause the development involves only part of tleldy and is the
corollary of a vast and massive social regressi@manternational level.

2) The first period of globalisation marked the goest and penetration of capitalist relations @idpiction throughout the
world, drawing in its wake more and more new naiand strengthening the domination of the old dalgrowers. Today's

trajectory is essentially limited to the Asian stdntinent and weakens and endangers the econofmietiothe developed
countries and of other Third World countries. Wiaeréhe first globalisation marked the geographteresion and deepening
of capitalist relations, today it is no more tham aberration in the general process of worsenitgrrational crisis. It

develops only a part of the world - East Asia - leHeaving the other countries adrift. Moreoveiis timnterlude of very

localised development in the Asian sub-continentaaly last as long as the conditions that gendtaBy now its days are
numbered (see below and the following sectionsisfdrticle).

3) Whereas the first globalisation period was aqeamied by a general rise in the living conditiohshe working class with
a doubling of real wages ; the current globalisatioings with it massive social regression ; thedong of wages, absolute
pauperisation for tens of millions of proletariattee massive degradation of working conditionsugehincrease in the rate
of exploitation, etc. Whereas the first globalisatibrought progress for humanity, the current opeeals barbarism
throughout the world.

4) The first period of globalisation integratedaagler and larger mass of workers into relationgrotiuction based on wage
labour. However the current one eliminates jobswamtkermines the social tissue in those countridsaamong those sections
of the international working class that are the hmgerienced, even if it does give rise to a yoand inexperienced
proletariat in the peripheries. Although the fipgtriod of globalisation tended to unify conditicansd solidarity within the
working class, the current one increases competéitd ‘€very man for himsélfn the context of generalised decomposition
in social relations.

For all these reasons, it is quite wrong to preshat current globalisation phenomenon as a remédkidneo period of
capitalism's glory. It is also quite wrong to dolspquoting well-known passages from tBemmunist Manifestan which
Marx describes thprogressiverole of the bourgeoisie in his time. Capitalisns Im@w had its day ; it has produced the 20th
century, which was the most barbarous in the winidéory of humanity. Nor do its social relations mioduction work
towards human progress ; they rather drag humaloityn more and more into barbarism and the risklaba ecological
destruction. In the 19th century the bourgeoisis eprogressiveclass which developed the productive forces. Tatlasy
obsolete; it is destroying the planet and is spreadindnimgf but misery, to the point that it has even lacthe future of the
world. This is not really globalisation, it is mazerrect to call iperverted globalisation.

The political significance ofglobalisationand the loosening of regulatory restraints

The media and left critics characterise the pdiaarried out since the 1980s that are aimed akirg regulation and
liberalising, asleaning towards neo-liberalisrand asglobalisation In fact these labels are charged with an ideckigi
content that is a complete mystification. Firstlie so-called rieo-liberal loosening of regulation was enacted at the
initiative and under the control of the state, &noy no means entails avkak statéand control by the market alone, as is
claimed. Secondly, as we have shown abgl@halisationtoday has nothing to do with what Marx was deseghn his
writings. It corresponds to a stage in the deepggaofrthe crisis internationally and not to a read grogressive extension of
capitalism as was the case during the ascendandpefthe system : it is perverted globalisation. This obviously does not
exclude a brief and localised development of consiakrelations and an increase in the number ofenedgners (as in East
Asia, for example). The fundamental differencehiattthis process is taking place in a dynamic thatdically different
from that which prevailed during the ascendantqukdf capitalism.

These two policiesupregulatedstate capitalism angervertedglobalisation) are not the expression of a capitaénewal or
the setting up of a newiiance capitd| as it is claimed. Above all, they reveal the seming of the world economic crisis in
that they proclaim the failure of all the measwéslassic state capitalism that were used preljodd the same time, the
constant appeals to broaden and generalise thdiseepa@ven more, is equally a clear admissionhefrtfailure. In fact,



more than a quarter of a century wiregulatedcapitalism andpervertedglobalisation has proved unable to rectify the
economic situation internationally. For the whotee that these policies were in place, the intéonat per capitaGDP has
continued to decline decade after decade, evendflacal level and for a limited time, and thisstenabled East Asia to
benefit and so to experience spectacular growth.

The arrival of unregulated state capitalisrand perverted globalisatiolis a clear expression of capitalist obsolescence

The persistence of the crisis and the continudlifiathe rate of profit throughout the 70s has dgeththe profitability of
capital and of businesses. Towards the end of @isetive latter got badly into debt and many of tre on the brink of
bankruptcy. Together with the failure of neo-Keyiaasm to re-launch the economy, this situatiobarkruptcy obliged to
abandon Keynesian measures in favouuroegulated state capitalisand aperverted globalisationwhose main purpose
was to raise the rate of profit and the profitapitif companies and to open up the internationaketaThis re-orientation of
economic policy marked, more than anything, a staghe worsening of the crisis internationallywias not the beginning
of a new period of prosperity, made possible by"th@v econonly as the media is constantly telling us. The gyasf the
crisis was such that the bourgeoisie had no otheice but to return to mordilieral" measures, although in reality these
only accelerated the crisis and the slowing of ghowwenty-seven years ofiregulatedstate capitalism anglobalisation
have resolved nothing but have rather aggravatét¢bnomic crisis.

There are two pillars gferverted globalisationwhich accompanied the setting upuofegulated state capitalisfrom 1980
onwards. Firstly, the frantic search for places mghproduction can take place with low labour cogisprder to raise
companies' profit rate (sub-contracting, deloctilisa etc). Secondly, the desperate hunt by eadhtcy for demand that is
"external to it in order to attenuate the lessening of dedneoming from wages within the country, a demdrad has been
reduced because of the austerity measures aimediag the profit rate. This policy worked to theod of East Asia, which
was able to adapt and take advantage of this dewelnt. From then on, the spectacular growth in Ba#, rather than
helping to raise international economic growth, mafact been an added factor in depressing fieahahd by reducing the
wage mass world-wide. In this way, these two pefidiave greatly contributed to the worsening ofiiternational crisis of
capitalism. This can be clearly seen from the graplow, which shows a constant and coherent reiship between the
development of production and that of world traohee the Second World War. This is interrupted dnlyhe 1990s when,
for the first time in about sixty years, there iglimergence between world trade, which takes offf production, which
remains flat.

Graph 5 : Comparative world growth in volume of trade andduction (source L’invention du marchgPhilippe Norel,
Seuil, 2004, p.430)

Comparative growth in volume of trade and production

N e =
= 4] b '

1951-1960 1961-1871 1871-188( 1984%-1590 194072000

Trade B Production |

Therefore trade with the Third World, which hadveal during the post-war boom, took off again frdra 1990s following
globalisation. However it involved only a few cotes in the Third World, those that were transfotnmgo ‘workshops of
the world’ turning out goods with low wage co$ts.

The fact that the recovery of world trade and afcprtage exports since the 1980s is not accompédnyieth increase in
economic growth, is a clear illustration of what &re saying unlike the first period of globalisation in the 19t century,
which extended production and increased the wage rag, the current one igervertedin that it lowers the wage mass
and restrains the basis of accumulation internatioally. The fact that the currenglbbalisatiort boils down to a bitter
struggle to reduce production costs by savageletng real wages, shows that capitalism no longerdmything to offer
humanity except misery and growing barbarism. Tdwealed 'heo-liberal globalisatioh has nothing to do with a renewal
of world conquest by triumphant capitalism as ie 19th century, but reveals above all the bankgupfcall the palliatives
employed to confront an economic crisis that iglileg capitalism slowly but inexorably towards banicy.

(11) It is because these goods are "low cost" that exports, as a percentage of production, remained high between 1980 (15.3%) and 1996
(15.9%). In fact they are even higher if calculated, not in value, but in volume : 19.1% in 1980 and 28.6% in 1996.



Part Il : East Asia and the international cycle ofaccumulation

It was thus a twofold movement that enabled East As infiltrate to its own advantage the interoatil cycle of
accumulation from the 1990s. On the one hand, tomamic crisis forced India and China to abandairthespective
Stalinist and nationalist models of state capitali®©n the other hand, the development of globadisaiffered East Asia the
opportunity to re-enter the world market by offerim place for the investments and delocalisatiath@fdeveloped countries
that were looking for a low-cost workforce. Thisofield movement explains the see-saw evolution, rifesd above,
between world growth, which tends to ebb constaathyl strong localised growth in the Asian sub-cemit.

So it is the deepening of the capitalist crisig that the origin of this new cycle of accumulatithat has enabled East Asia
to find a place as workshop of the world. It acctisies this by accepting the investments, delogtidie and sub-contracts
coming from the developed countries, which are ilogKor pools of low-cost labour power. It then exis back to these
countries consumption goods produced with low wagéshe same time, the developed countries segh ladded value
goods in Asia, as well as luxury goods to ‘theuveaux richesin this part of the world.

The growth in East Asia signals the crisis and nahe renewal of capitalism

So the failure of the neo-Keynesian measures eragloyring the 70s in the central countries marksijaificant stage in
the intensification of the international crisis.iJ ffailure was behind the abandoning of Keynestatescapitalism in favour
of a lessregulatedvariety, whose main axis was a massive and fraitatk against the working class in order to réise
profit rate which had been halved since the enth®fl960s (see graph 6). This immense social reigrefook the form of a
systematic policy of international competition &rrhs of wage levels. By managing to infiltrate thisw international
division of labour and wages, India and China gaiinegreat deal from it. In fact, whereas capitas wathdrawn almost
totally from the peripheral countries during thespwar boom, today about a third is invested themd it is mainly
concentrated in a few Asian countries. This alldtese two countries to set themselves up as afbasiee production and
the re-exportation of goods assembled in factotieg are anyway fairly productive but whose soaahditions are
appropriate to the early years of capitalism. Thisasically what is behind the success of thesatcies.

Since the 1990s, India and China have receivedga hmount of capital and delocalised industry, Whiansformed them
into international workshops and inundated the @vanarket with their low cost goods. In the previgesiod the wage
differential in their obsolete factories, togethwith protectionist policies, made it impossible ftve produce of under-
developed countries to compete on the marketseotémtral countries. Today, however, liberalisatioekes it possible to
produce at very low wage costs in productive ddised factories and so to make inroads into a nunabgroductive
sectors of the western market.

Therefore, the spectacular growth in East Asiadisthe indication of a capitalist renewal but ithea a temporary upturn
within a slow international decline. The fact tlihis aberration has been able to dynamise a sigmifipart of the world

(India and China) is no more than apparentparadox when viewed in the context of the slowrimational development of
the crisis and the historic period of capitalissolescence. It is only by taking an overview aratiplg each specific event in
its global context that we can make sense of itamierstand the situation. Just because we finskebugs on a bend in the
river, it does not mean that we can conclude thasea flows towards the mount&fn

The conclusion that emerges from the evidence hadreeds to be stressed, is that growth in Eaist i8dn no way an

expression of a renewal of capitalism, it in no wergses the deepening of the crisis internatioratlg in the central

countries in particular. On the contrary, it istpafrits mechanism, one of its stages. The appa@rdox is to be explained
by the fact that East Asia was there at the righinent to benefit from a phase in the deepenindg@firiternational crisis,

which enabled it to become the workshop of the @voffering low wage costs.

Asian growth accelerates the depression internatiaily
This new cycle of international accumulation acoatgs the economic dynamic towards internationgieision because its
buoyancy greatly increases overproduction whilereleging final demand in the wake of a relative o#ida in the wage

mass world-wide and the destruction of numerousmnpetitive regions or sectors throughout the world.

Marx has taught us that there are fundamentally ways to improve the profit rate ; either from abdwy increasing
productivity through investing in new machinery grdduction processes, or else from below by redpwiages. As the re-

(12) This kind of upturn is hardly surprising and has even been a fairly frequent occurrence during the XX°™ century. Throughout this period
the essence of the state capitalism policies, has been to intervene in the operation of its economic laws in order to try and save a system
which tends inexorably towards bankruptcy. This is what capitalism did on a large scale during the 30s. At the time, hard state capitalist
policies as well as massive re-armament programmes created the temporary illusion that the crisis was under control and even that prosperity
was making a come-back: the New Deal in the United States, the Popular Front in France, the De Man plan in Belgium, the Five Year Plans in
the USSR, Fascism in Germany, etc.



emergence of the crisis at the end of the 1960swaessed in an almost uninterrupted decline aayctivity increases, the
only remedy to increase the profit rate was a masaitack on wages. The graph below shows thiediajy towards
depression very clearly. During the post-war bobm tate of profit and accumulation developed irafi@rand were at a
high level. From the end of the 60s the rate ofipemd accumulation halved. Following the switchunregulatedstate

capitalist policies from the 80s, the profit ratesse dramatically and even overtook the level athiduring the post-war
boom. However, although the rate of profit rose, ilite of accumulation did not follow it and rensdrat a very low level.
This is a direct result of the weakness in finahdad due to the huge reduction of the wage masshvidbehind the rise in
the profit rate. Today capitalism is engaged incavsrecessive spiral : its businesses are proétdhlt they work on a
foundation that is increasingly narrow because mnaetuction imposes limits on the base of accumnati

Graph 6 : Rates of profit and accumulation, European Unid@61-2007 (source : Michel Husson)
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This is why the present growth in East Asia cannbymeans be seen as an Asian version optst-war boonor as a
renewal of capitalism globally but shows rathet th& sinking deeper into crisis.

Conclusion

The origin, the core and the dynamic of the cilisis in the central countries. The slow down invgitg unemployment, the
decline in working conditions are phenomena tha&atly pre-date the development in East A$iawas precisely the
consequences of the crisis in the developed coumtsi that impulse a new international cycle of accuntation and so
enabled Asia to become the workshop of the worldThis new cycle in its turn contributes to the mmmic trajectory
towards depression in the central countries bec@usereases over-production world-wide (supplylddadepresses the
soluble markets (demand) by lowering the wage rimdssnationally (an essential economic factor) bydlestroying a large
number of the less competitive economies in thedorld (a factor that is marginal at an econofaieel but tragic at a
human one).

The re-emergence of the historic crisis of capstalifrom the end of the 1960s, its intensificatibrotighout the 1970s,
together with the failure of the neo-Keynesianisatligtives in operation at the time, cleared theyviar unregulated state
capitalism This, in its turn, produced theerverted globalisatiorof the 1990s and certain countries have beentahiay
the role of workshops offering low wages. Thishie basis of the spectacular growth in East Asialwhiogether with the
crisis of the Stalinist and nationalist model ofaaahic development, enabled it to infiltrate trewncycle of international
accumulation at the right moment.



