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FOREWORD

According to the prevailing line of bullshit, the Berlin Wall fell
when Ronald Reagan blew on it and Margaret Thatcher hit
it with her iron bag. In this idyll of the Western elite, failed
socialist economies, converted to capitalism, boomed and
bloomed, albeit after a bit of a “transition” rough patch.

With the end of the Cold War, the comparative advantages
of free-market capitalism were laid bare for all to see, and the
loser, Karl Marx, was dragged through the streets of Prague,
Krakow and Hanoi while the rich and happy citizenry pelted
his theoretic corpse.

It’s a lie, of course, but a useful one. When we see China
soar economically, the West likes to think it’s obviously
because China joined the capitalist club. We don’t want to
confront the cold fact that, as Loretta Napoleoni tells us here,
the West got its ass kicked economically by a hard-core Com-
munist, centrally planned state.

But that’s the bitter truth. It’s unpleasant, as is China itself:
the prison camps and terror state remain, “reformed” in that
the thought police have learned how to Google.

Thomas Friedman and other true believers in free-market
globalization like to think that the brutality of the Chinese
(and economically successful Vietnamese) government is a
mere vestigial echo of Leninism past. As soon as Walmart
opens another hundred stores in Chandong Province, liberal
democracy will flower.

Napoleoni wants to wake you from this dangerous dream.
The remaining nastiness of the Communist states is part and
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parcel of the marketizing and globalizing of these economies.
Walmart produces cheap products there not just because some
of the junk is manufactured in prison factories but because
capitalism à la chinoise requires maintaining an imprisoned
society.

I am not one for subtleties, but thank God that Napoleoni
is a subtlety connoisseur. With her hands on China’s skull, she
can map the phrenology of a billion and a half Chinese minds
as they struggle with the complex contradictions of this new
and still-churning mix of capitalism and communism.

I’m not sure I agree with everything Napoleoni has to say;
but we ignore the information provided here at our peril. As
I write this, America owes each Chinese family about $7,000
and China will doubtless replace the European Central Bank
as the lender of last resort to the shriveling Euro nations.
Hard currency, not hard bullets, will shape the politics of the
coming century; and China is buying the future.

If you want to understand the force that will direct your
children and your children’s children, read this book. Twice.

—Greg Palast, forensic economist,
BBC reporter and bestselling

author of The Best Democracy
Money Can Buy and Vultures’ Picnic.

vi FOREWORD
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PREFACE

Can the extraordinary events that took place in North Africa
and the Middle East in 2011 provide the framework for a
much-needed critical evaluation of the Western economic and
political system? And can this analysis be conducted using the
Asian model of development not as an alternative to the tra-
ditional Western socioeconomic paradigm, but as something
different, new, unique? From the outset of globalization this
new formula has proven successful in all the emerging coun-
tries that have embraced it.

This unusual exercise could help us to understand our mis-
takes and find reasonable answers as to why our economic
model suddenly seems out of sync with the world we live in.
And perhaps it could also shed some light on the murky com-
plexity of a globalized economy. As we sail toward a
multipolar world, it becomes apparent that no ideal develop-
ment model exists, no single economic or political system fits
every country. Complexity breeds uniqueness.

Thus, a comparison between the economic performance of
two distinct models of development, the Western and the Chi-
nese, is a much needed exercise, one that opens a window
upon the new world because it offers a sneak preview of the
future. Indeed, while the West struggles to recover economi-
cally and the Middle East is on fire—an explosion caused by
social and economic injustice—Asia is booming. For the first
time in generations wealth is empowering people: economic
growth brings better living standards and new business
opportunities, and breeds a higher degree of independence.

vii
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However, only a few of us seem conscious of the slow-motion
movement toward political participation that the Asian eco-
nomic growth propels; even fewer people are aware of the
fundamental shift in the socioeconomic paradigm known as
“capitalism and democracy” that is taking place in Asia, a
political earthquake not caused by a revolution, but by main-
taining a centralized form of government, which many still
define as communism.

As the freedom bug infects North African countries ruled
by fake democracies and dictatorial regimes, as the masses
attempt to depose oligarchic leaders whom the democratic
West has backed for decades, the formula of Eastern author-
itarianism, coupled with economic freedom that we in the
West have for so long criticized and misunderstood, becomes
an appealing alternative to an obsolete Western socioeco-
nomic model of development. Ask yourself a fundamental
question: if I were an Egyptian today, which economic system
would I want to emulate, the Western or the Asian? Would I
trust Western leaders and corporations, which for decades
have been doing business with the oligarchic elite that
oppressed and robbed me? Or would I look to politicians and
firms from emerging countries, people who until a few
decades ago were as poor and dispossessed as I am today?

The propaganda machine that blinds the world would like
us to believe that the Middle East ordeal has nothing to do with
our political and economic model and that we have not fos-
tered repressive and dictatorial regimes disguised in the cloth
of economic freedom and democracy. In 2010 the European
Union sold almost !400 million worth of arms and armaments
to Libya’s Gaddafi alone—weapons that in 2011 he used
against his own people. The price of our democracy could well
be the defense of undemocratic regimes in far away countries
such as Saudi Arabia, a repressive kingdom where women have
fewer rights than men. Imagine the economic consequences of
the fall of the House of Saud, the second-largest oil producer

viii PREFACE
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in the world after Russia, and the biggest exporter to the West.
Our comforts could vanish in the blink of an eye.

The credit crunch and the recession have outlined the
endemic instability of our economy, exposing its idiosyn-
crasies and contradictions; the Arab uprising may well reveal
the fragility of our democracies when deprived of endless
cheap energy supplied by oligarchs and dictators who also
keep our defense industry afloat. In a society truly ruled by
democracy, an ideal world, who would buy our arms and
political protection?

The world is changing fast, too fast for those who desper-
ately cling to a past long gone. Once again, in the space of a
decade, the West has been taken by surprise by perfectly pre-
dictable events. And we feel once again deeply exposed. As
stories of the atrocities that modern Arab dictators inflicted
on their population reach our living rooms, as the media
unveils the true nature of North African democracies and
Gaddafi morphs back into a bloodthirsty madman, Western-
ers watch their certainties vanish. Egypt is a democracy and
yet it was ruled by a dictator; China is a communist country
and yet it champions capitalism.

The propaganda machine hid the gathering political storm
in North Africa and the Middle East. Constantly focusing on
China’s atrocities and lack of democracy, our leaders and
media ignored the abysmal human rights record of Mubarak
in Egypt, the ruthless repression of opposition by Gaddafi,
Ben Ali’s theft of Tunisia’s wealth, and so much more. The
propaganda machine also hid from us both the true nature of
the Chinese economic miracle and the difficulties of our own
model.

The world is changing fast and we must open our eyes if we
want to avoid ending up crushed under its wheels. Demogra-
phy is reshaping the Middle East. Over the last three decades,
a population boom has taken place in this deeply volatile
region. A youth explosion coupled with economic pressures—
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not Islamist terrorism—has brought down ruthless dictatorial
regimes. There were no swords brandished against the West in
Tunisia or Egypt, no bearded man preaching the Sharia, but
young people armed with iPhones and Blackberries. They
defied the traditional media propaganda thanks to Facebook,
YouTube and Myspace, forcing us Westerners to confront a
new, deeply uncomfortable reality.

In Asia a different revolution is taking place and we are
totally unaware of its nature and objectives. Billions of Asian
people are catching up with our standards, and soon they will
be the driving force of major economic and financial changes
that will impact our everyday lives. We may never see Chinese
youth challenging the status quo; those images may never
reach our screens, but our destiny is deeply intertwined with
theirs. And to understand what awaits us around the corner,
we must rise above the propaganda and look at China and
Asia with humility and hope, not with arrogance and bigotry.

x PREFACE
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INTRODUCTION

Nearly a quarter century after the end of the Cold War, West-
ern democracies are struggling to cope with the first real
economic crisis of globalization. Communist China, mean-
while, has not only managed to limit the impact of the crisis,
but is taking advantage of shrinking world demand to set in
motion revolutionary social and economic reforms. Among
them are greater security for workers and the drafting of a
new international monetary system, potentially pegged to the
Chinese currency.1

Economic stability’s “true north” is relocating to China
thanks to a series of financial cataclysms that are reshaping
the macroeconomic structure of the planet. The latest, the
credit crunch and the recession, has catapulted China into the
ranks of the most powerful nations in the world. Today no
one can deny that the Chinese “New Deal” has provided an
anchor of salvation in this perfect storm of a recession and
prevented the world from plunging into a new Great Depres-
sion. Many are convinced that the changes now underway
will precipitate the end of the United States’ economic
supremacy.

The transformations in China are not, however, limited to
the reshaping of the economy according to the principles of
free trade. Gross domestic product (GDP) growth goes hand
in hand with social and political reforms unthinkable under
Maoism, an odd couple in a still-communist country. From
the defense of human rights to the development of renewable
energy, going so far as to include respect for the rules of the

1
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World Trade Organization (WTO) and aspirations to partic-
ipatory democracy, this nation seems fully committed to
producing a new model of society. Even if for the moment
Western-style democracy does not appear to figure among
China’s aims, it is nonetheless true that for at least a decade
the nation has distanced itself from its postwar totalitarian-
ism and looks solely to a bright economic future. Can we
speak of a capitalist-communism, or capi-communism? A
political and economic hybrid that could very well become the
model for the twenty-first century?

A visit to a city like Shanghai or Beijing offers a preview of
the metropolises of tomorrow and a sense of what China’s
new modernity means. The dynamism of these cities is a drug
intoxicating for everyone, especially foreigners. Thousands of
young Westerners choose to live in Shanghai because there
they feel on the very edge of a new world. Those who have
lived in China for some time are well aware of the imminence
of the future and know they are participating in its creation;
for them, China represents a breeding ground for socioeco-
nomic transformations as well as political ideas.

Western metropolises, still mired in postmodernism, proj-
ect an entirely different image. A sense of decadence
permeates their institutions; the political machine is rusty with
age and the effects of deregulation. We’re old, say the faces of
commuters, each day boarding ever more crowded and ineffi-
cient transport systems. We’re old, say our young people
destined for precarious work or unemployment. We’re old,
and the future wealth of Europe could be reduced to the his-
torical and cultural patrimony of the continent, transformed
into the world’s largest museum.

Our economy too is old, and even our democracy shows
signs of dementia. The young Westerners who do find work
draw salaries too low compared to the cost of living; their
parents, the golden generation of the baby boomers, continue
to support them. Discrimination against immigrants perform-

2 INTRODUCTION
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ing the most menial tasks is the order of the day; they have
become the scapegoats for the mismanagement of our politi-
cal class, an elite no longer the expression of the popular will
but a caste working exclusively to remain in power. And the
press seem incapable of exercising the liberty that inspired so
many struggles and cost so many lives in the past.

Looking closely, it becomes clear that the origins of West-
ern senility coincide with those of China’s socioeconomic
rebirth: the fall of the Berlin Wall.

Who really did win the Cold War?

THE PYRRHIC VICTORY OF THE WEST

Let’s go back to that fateful year, 1989, marked by two osten-
sibly opposing events: the violent repression of the Tiananmen
Square protests and the fall of the Berlin Wall. Both set the
process of globalization in motion and influenced the planet’s
future economic policies. The Western Left imploded and
neoliberalism became the triumphant socioeconomic and
political model for the entire planet. In the euphoria of that
neoliberal victory, few suspected that globalization repre-
sented the end of Western economic supremacy. Twenty years
on, as the epochal reforms and readjustments produced by
these two events redraw the geopolitical map in favor of com-
munist China, it’s easy to regard the victory as a Pyrrhic one.
But twenty years ago expectations and the official interpreta-
tion of such traumatic changes were quite different.

To this day, the West sees in Beijing’s armed response in
Tiananmen Square the violent repression of Western-style
democracy, and in the pulling down of the Berlin Wall its tri-
umph over the communist world. And the West maintains
that the Cold War ended with a clear victory for the demo-
cratic system, considers the former Soviets who embraced
democracy the lucky ones, and the still-communist Chinese
the unlucky. In this scenario China replaces the Soviet enemy:

INTRODUCTION 3
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a dictatorial regime without respect for human rights, a hyp-
ocritical country that falsifies economic data and wickedly
exploits its workers, a nation far from being able to aspire to
the role of the globalized world’s first superpower. All of this,
naturally, is attributed to the absence of democracy, without
which there is no well-being or progress.

Too bad that this line of reasoning rests on several errors, if
not out-and-out myths.

In terms of economic objectives achieved in the last twenty
years, China has handled the process of globalization much
better than Western democracies. Since that distant 1989,
China’s average standard of living has radically improved,
while in Eastern Europe and in the territories of the former
Soviet Union, where Western-style democracy has taken root,
poverty and illiteracy are again on the rise. Not to mention
Iraq and Afghanistan, where the exportation of democracy by
force of arms has lead to civil war.

One of the powers that supposedly emerged “defeated”
from the Cold War in that distant 1989 today declares its can-
didacy for leader of the globalized economy. A paradox? No.
An error of interpretation, rather, born from the political
shortsightedness and arrogance of the West, accustomed to
seeing in every manifestation of dissent coming from the com-
munist world—a system perceived as antithetical to the
West—the desire to replicate its own model of society. An
error that, twenty years later, stands in need of correction.

THE DIVERSE MEANINGS OF DEMOCRACY

With the cry for “democracy” in Tiananmen, as in Berlin, the
people were not calling for a government identical to our
own. They were demanding, rather, access to our living stan-
dards. In 1989 neither the Chinese nor those trapped behind
the Iron Curtain knew much at all about Western democracy,
possessing only a romanticized vision distorted by both West-

4 INTRODUCTION
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ern and communist propaganda. What they wanted was a dis-
tinct improvement in economic conditions, which, given the
visible wealth of the democratic West, they confused with a
change in political paradigm. The idea that to become rich
one needed to embrace democracy was very widespread.

“It’s not elections the people are dreaming of, but economic
freedom,” the chief of the national bank of Hungary often
used to repeat when I worked for him in 1981. “On the scale
of communist desires, private property is worth more than the
right to vote.” And in the name of these economic conquests
people were willing to do anything.

What went missing in the communist bloc was not so much
ballot boxes as the profit motive, the very thing Karl Marx
described as the fulcrum of the entire capitalist system and
that, as we all know, has worked well under democratic gov-
ernments. With the exception of China, no communist
country has understood the force and the importance of this
economic need.

One of the startling truths to emerge from reexaminations
of the past twenty years is that the Berlin Wall didn’t fall
because the West’s favorite form of government won the Cold
War, but because so-called real socialism didn’t understand
Marxist theory. The Soviets’ error was to remove profit from
the economic equation, thinking such an amputation was
enough to give life to the dictatorship of the proletariat—the
only part of Marxist analysis based not on the observation of
facts but on a series of hypotheses. This error in interpreta-
tion is paradoxical because the best analysis of capitalist
profit is precisely the one produced by Marx. Anyone who
studies it closely knows that Marx would never have dreamed
of removing the fulcrum of the production system; on the con-
trary, his objective was to have the working class take
possession of it and benefit in proportion to its own contribu-
tion, i.e., according to the surplus value produced.

Marxist theory is fundamentally an economic doctrine, not

INTRODUCTION 5
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a form of government, but first the Soviets and then, soon
after, the Americans transformed it into the antithesis of
democracy. Distorted by Leninist political ideology, then
turned into a repressive dictatorship by Stalin, and finally
deprived of a sense of proportion by Cold War rivalries,
Marxism in the USSR became something else: a totalitarian
regime. In turn, that regime became a synonym for commu-
nism as the antithesis of capitalism. Is it any wonder, then, if
that part of the world where it was applied, where the loss of
the profit motive also removed any incentive for growth, was
reduced to an economic desert?

Even if, twenty years later, we continue to celebrate the vic-
tory of the democratic West over the totalitarian East, the
truth is that the Soviet economic adventure fell apart on its
own. As we will see, the ideological rhetoric of Reagan and
Thatcher, along with the foundations of neoliberalism and the
democratic framework that the West built around it, have
absolutely nothing to do with the fall of the Berlin Wall. West-
ern propaganda manufactured what is still today the
prevailing opinion: the equation that links the disintegration
of the USSR to the triumph of democracy.

This certainty is an inexhaustible source of political secu-
rity for us all, leading us to believe that “our democracy” is
superior not only to Marxism as synonymous with Soviet
totalitarianism, but also, and above all, to the current version
of Chinese communism. However, China’s success confirms
that Marx is not the one whom history has proven wrong.
Unlike the Soviets, the Chinese have managed to create a form
of communism that works economically, that evolves, one
that guarantees progress and well-being more than other sys-
tems as confirmed by startling economic data: from 2009 to
2010 the average Chinese per capita income increased in real
terms, and the GDP rose by 9 percent during a period of high
unemployment and zero growth in Western democracies.

Critics challenge this data with an ideological objection:

6 INTRODUCTION
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China is a corrupt dictatorship without respect for human
rights. Even this criticism is rusty and old because it refers to
a different nation than contemporary China, and, therefore,
is only partly accurate. In the matter of human rights, for
example, China has taken giant steps toward an ever-greater
respect for the individual. We are still far the from the finish-
ing line, but no one, from the United Nations (UN) to the
World Bank to the most respected nongovernmental organi-
zations (NGOs), denies that the Chinese are on the right
track.

The West, on the contrary, appears to be moving in the
opposite direction, along a path paved with hypocrisy. We are
the incorruptible champions of international justice, even as
we export our ideas with B-52s and cut deals daily with
organized crime. How can we explain the armed intervention
in Iraq on the basis of false information? Or the use of tor-
ture, the “extraordinary renditions” approved by the Bush
administration and employed by the English as well, the
Guantánamo Bay detention camp? These are institutions in
clear contravention of the Declaration of Human Rights and
the Geneva Conventions.

Sadly, examples of how the West violates human rights are
countless, everyday occurrences. And the same goes for the
corruption and fraud that can be found everywhere: from
Madoff on Wall Street; to the Central Intelligence Agency
(CIA) in Afghanistan paying Karzai’s brother in order to
maintain contact with the warlords; to Blackstone, the US
company of contract mercenaries implicated in corrupt deal-
ings in Iraq; to the daily scandals of the Berlusconi
government; to the appropriation of government funds by
British members of parliament; to Sarkozy’s links to donations
from the heiress of L’Oréal. Like old people affected by
dementia, we are going backwards, along the way losing
memories of our loved ones—of the values that we have won
for ourselves over centuries of social struggle.

INTRODUCTION 7
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China, on the contrary, is moving forward, improving day
by day. But, according to our criteria, these conquests are
meaningless because China is not democratic. And here we
arrive at the heart of the problem: this estimate of the Chinese
population’s lack of political freedom is once again the fruit
of a conceptual misunderstanding. For the Chinese who occu-
pied Tiananmen Square in 1989, beneath the giant poster of
Mao, democracy was synonymous with economic equality,
and thus equal opportunity for growth, something that in the
last twenty years a large segment of the Chinese population
has obtained.

Unlike their Soviet comrades, for the Chinese, “democ-
racy” was not a new word, or an “imported” political
concept like elections. In his speeches, Mao had used the word
democracy hundreds of thousands of times to explain that the
government exists to promote the interests of the people,
deliberately opposing himself to “other” leaders who oppress
the people, as the Western colonizers did prior to the Chinese
Revolution of 1949. Now, the idea that the state “serves the
people” is still profoundly rooted in Chinese society. Can we
say the same of our own democracies, rocked almost daily by
political scandals?

There is yet another key element: for the Chinese, the ori-
gin of democracy is revolutionary, not elective. Zhou
Youguang, who at 103 years old has lived through a sizable
slice of China’s turbulent history, reminds us of how Zhou
Enlai always maintained that the Chinese Communist Party
(CCP; also known as the Communist Party of China, or CPC)
was a democratic party.2 There is nothing more democratic,
in their collective imaginary, than a revolution that ousts those
who govern badly. And the criteria by which they assess the
negligence of governments are nearly all economic. Dynasty
after dynasty, for five thousand years, China has lived accord-
ing to these principles.

Today, just as twenty years ago, democracy comes within

8 INTRODUCTION
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the purview of the Party; it does not exist outside it and it cer-
tainly does not exist in opposition to it. In the book Out of
Mao’s Shadow,3 which reexamines the events of Tiananmen
in 1989, the lawyer Pu Ziquiang, one of the participants in
the protests, described the students’ motivations in the follow-
ing manner: “We wanted to help the government and the
Party to correct the mistakes they had made.” Not overthrow
it or substitute it with another political system. The Chinese
students and workers in that square were calling for an open-
ing of the entire system, one that would offer an improvement
in living standards. “Democracy” was simply the name of this
liberalization, an instrument for guaranteeing the opportuni-
ties that belonged by right to the Chinese population.

Could it be that the significance of the fall of the Berlin
Wall and of the events of Tiananmen were entirely lost in the
political translation? Nothing could be simpler. The Soviets
and the Chinese, in fact, knew little to nothing about our form
of government; at the same time the West was completely in
the dark about the different interpretations of communism.
Democracy for us is a political animal that feeds on regular
changes in government, and if we were obliged to choose a
term to define it, we would opt for “universal suffrage.” The
Chinese, for their part, would choose “capitalism.”

Here it is necessary to take a step back and remember that,
in Western political culture, economics and well-being have
nothing to do with a system of government. Born in a society
where slaves oversaw the economy, Athenian democracy
belonged to free men, who built it upon the basis of free dis-
cussion of political and philosophical values, far, far away
from the demands of commerce and agriculture. When eco-
nomic expansion became a necessity justifying military
aggression, Athenians turned to ideology, as they did in pre-
senting the colonization of Magna Graecia as an expression
of generosity, the export of Athens’s model of liberty and jus-
tice. This is a rhetorical move that modern democracies still

INTRODUCTION 9
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employ today, just as the invasion of Iraq became a generous
gift of Western democracy presented in military gift wrapping.

Prosperity and democracy are so disconnected in our world
that in a system rocked by ruinous crises nobody dreams of
overthrowing the ruling class, or even of admitting it is part of
the problem. Everyone knows that standards of living in the
West in the last twenty years have deteriorated, but rather
than turn to the government with demands for concrete poli-
cies we ask them to excel in the art of persuasion. Historically,
in Europe, as in America, it was free trade that brought
wealth, not government by elected representatives. The
Founding Fathers themselves were devoted free traders,
preaching free markets and the noninterference of the state in
commerce.

In Europe the connection between prosperity and democ-
racy was forged in the aftermath of World War II, as the
continent was rebuilt according to the democratic model with
funds from the Marshall Plan, the cocktail that created the
economic miracle. Once again free trade and reconstruction
gave birth to prosperity, but the Cold War narrative developed
by Western propaganda lead us to believe that democracy
generated economic growth.

Words such as “democracy” and “prosperity” lose their
meaning in the political translation between two opposite
ends of the earth: in the West “democracy” is synonymous
with good governance, even when history indicates otherwise,
whereas in the East democracy and prosperity become two
aspects of the same phenomenon.

HAPPY AND UNHAPPY COUPLES

In the global village the marriage of democracy and prosper-
ity is therefore an unhappy one. Here, then, is the greatest
limit of what Churchill called “the worst form of government,
except for all those other forms that have been tried.” And
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this maxim, which might have been true in a Europe preyed
upon by dictatorial regimes, torn apart by World War II and
then by the Cold War, today sounds out of place in the con-
text of a globalized economy and the rise of China. In a
system in which the financial elite decide the fate of the world
and divide up among themselves the majority of the wealth
produced, while the politicians line up behind them, what
does the word democracy mean?

Europe’s abundant corruption, and the scandals that
involve our politicians, are all attributable precisely to this:
the anachronism of our form of government today. In the last
twenty years democracy has not managed to evolve, instead
maintaining that safe distance from the economy, so dear to
the Athenians, that Plato severely criticizes in The Republic.
Since the fall of the Berlin Wall the neoliberal theory, whose
mantra says the market regulates the economy better than
governments do, has kept politics and economics at bay. It is
no wonder that globalization has turned out to be a winning
proposition for China, a country in which the state still guides
economic transformation, and a losing one for us in the West,
where guidance of the economy is instead delegated to the
market, so often a source of corruption. Global capitalism’s
latest crisis seems to tell us that, at least in this phase of evo-
lution, there is a need for the presence of a strong state. The
Chinese experience demonstrates that the economy functions
better if guidance remains in the hands of those who repre-
sent, to the greatest degree possible, the interests of the people
and not those of the elite. The word “communist” is not a
synonym for politburo but for the vigilant presence of the
state in the economy as a guarantor of the interests of the
population.

The capitalist-communist pair or capi-communism, for us
an absurdity, is for the Chinese a fact of life. And it is a happy
coupling, blessed by Karl Marx. Why? Because the Chinese
leaders read Marx’s Das Capital and understood it to be an
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analysis, not the destruction, of capitalism. Marx never wrote
about bringing down the system of production in order to
replace it with another one; didn’t exhort people to burn fac-
tories and return to an agricultural economy; didn’t talk
about protectionism or the end of international trade. Rather,
he described the replacement of capitalism’s leadership with
the dictatorship of the proletariat as the natural evolution of
this system toward its highest point: the classless society. And
this is the direction in which the Chinese are moving.

In 1989 Deng Xiaoping knew that the real motivations
behind the protests in Tiananmen Square could be traced to
the population’s confusion about the true meaning of capital-
ism and democracy. His response, therefore, was to open up
the country economically, to make the profit motive available
to the people and encourage production. “Get rich” became
the mantra, one that echoed across a China still shaken by
bloody repression. As we will see, farmers who had barely
managed to survive were granted mobility and the right to sell
what they produce; others who lived in the countryside were
given the possibility of becoming migrant workers and to earn
enough in a few years to return home and start their own
businesses. These revolutionary political and social changes
had begun to take shape already in the late 1970s, just a few
years after Mao’s death. Thus 1989 constituted an interrup-
tion that lasted until 1992, when Deng won the battle within
the party, and the experiment took off again, soon gaining
greater momentum and producing success.

History tells us that capitalism naturally evolves toward
globalization, because the engine of growth is the progressive
exploitation of new resources. Democracy, too, tends toward
globalization. But the numerous economic disasters of the last
few centuries are there to remind us that the capitalism-
democracy pairing is dysfunctional during this stage of
globalization, whereas capi-communism could be better
equipped to exploit both the ascending and descending phases
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of the globalized economy.
Behind the credit crunch and the recession, therefore,

looms a profound revolution that is breaking down the
assumptions of the past, including the social, economic, and
political preeminence of the Western democracy as the ideal
form of government—an epochal upheaval that above all
redefines the concept of modernity.

Could it be that Marx won the Cold War?
What is certain is that in order to understand the changes

underway there is a need to reread Marxist theory in the con-
text of Beijing. So far, the Chinese model could provide the
right lens through which to analyze the decadence of Western
society and the decline of our capitalism, a lens that could
help us to correct the mistakes of the last twenty years.
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PROLOGUE

DEPRESSIONS IN PROGRESS

The specter of depression stalks the planet—but not every-
where. From Beijing to Cape Town, from Singapore to Rio de
Janeiro, it’s not the entire world that is on Prozac. In the East
and below the equator, people are happier, or at least more
content: they spend less, save, and enjoy life. The depressives
live in the West. Here the uncertainty of tomorrow torments
and corrodes the capitalist democracies and the economic cri-
sis transforms entire continents into sanitariums for the
anxious. Afflicted with this psychosis are primarily those
between the ages of eighteen and thirty-five, whose future
prospects appear darkened by a series of discouraging reali-
ties.

In China, on the other hand, people are living with a higher
rate of not only growth, but of happiness as well.

Why is it that East and West react differently to the prob-
lems of globalization? At the root of this psychological and
economic disparity are expectations for the future and the
influence of the past.

We in the West are too easily overwhelmed, crippled by
memories and stupefied by dreams, to the point of being
unable to live in the present. And according to psychiatrists,
the way in which we most successfully avoid facing up to
daily life is to consume—shopping as therapy.

Those living in the global South have no need of such assis-
tance to make it through the day and instead live under the
banner of carpe diem. Their magic words are “today” and
“now.” Not only are the less rich happier than us, but the
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economies of the countries where they live are growing while
our own show no signs of ceasing to contract.

Recession and depression, then, travel in tandem. It doesn’t
take much to fall into the abyss. What the statistics are say-
ing is clear: the number of suicides is once again on the rise in
Western countries, the first increase since the beginning of the
1980s, during the last recession. And yet it wouldn’t take
much to reassure us, some stable point of reference, a sliver
of hope, one simple fact—the end of the crisis, for example.

The psyche and the market, globalization and anxiety,
would appear to be connected. And psychoanalytic theorists
such as Zygmunt Bauman describe the complete absence of
stable points of reference in which the globalized individual is
obliged to live as “liquid modernity,” a limbo whose horizon
is pure survival, and which presupposes the adaptation to the
practices of the group and the disappearance of the individ-
ual into the multitude. No wonder we’re afraid to face up to
everyday reality.

As chance would have it, “liquid modernity” is also one of
the central aspects of consumerism, a by-product of the mass
market, fertile ground for the advertising campaigns with
which the multinationals ceaselessly bombard us. The most
successful, once again, are the perfect union of psyche and
economics. They push the right buttons, the ones that control
crowd behavior, that make us automatically stretch out our
arms to grab a specific product from the supermarket shelf
and not the one next to it.

Many psychoanalysts identify consumerism as the primary
cause of the malaise gripping the wealthier areas of the planet:
the individual struggles to deal with daily consumption, which
turns out to be an inexhaustible source of stress. In short, a
dog biting its own tail. Trapped in a vicious cycle, we con-
sume to escape the stress of everyday reality, and this very
activity is a source of constant stress. The solution? Prozac.

Since 1988, the year Eli Lilly launched Prozac, more than
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forty million people have taken it as an antidepressant. The
results? Meager. A 2008 study published in the Journal of the
Public Library of Science by Professor Irving Kirsch of the
department of psychology at the University of Hull, along
with other American and Canadian psychologists, finds that
patients who swallow Prozac are no happier than those who
are administered a placebo.1 And where Prozac fails, so do
Paxil and Zoloft. The source of the malaise afflicting the West
isn’t the kind that antidepressants can treat, but rather our
style of life.

According to the World Health Organization (WHO), since
the beginning of the 1990s the number of depressives has
increased precisely in the countries in which indebtedness has
assumed biblical proportions—the rich nations—and roughly
in proportion to the average increase in individual debt load.
Depression and defaults, therefore, are multiplying where
wealth and democracy reign, starting with the United States,
the richest and most democratic country in the world, and
spilling over into the stock markets of the global village, while
we obsessively ask the economists when and how GDP and
employment will start growing again. But neither psycho-
analysis nor economics is an exact science; they lack the
instruments to give us this type of certainty.

Falling into this crisis we have learned the hard way that
unbridled consumption, far from being the engine of growth,
is the cause of the recession, causing individuals—and with
them the banks—to go into debt in order to live beyond their
means. In other words, we live in a mirage in which lines of
credit have been mistaken for wealth. And the mantra that in
the Roaring Nineties resounded throughout American busi-
ness schools—“I’m worth as much as I can borrow”—has
become the anthem of globalization. The code of conduct to
which we have conformed is absurd, one that ends up falsify-
ing the assessments of financial risk.

And yet our governments urge us to use our credit cards
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with the same abandon as before the crisis. Consumer spend-
ing is our economy’s lifeblood, without it we’ll never get back
on track—this is the substance of the message. Is it possible
that those who should be helping us back up the slope are in
fact the ones pushing us further down? A paradox of the con-
temporary economy? It would seem so.

There is, however, a significant difference between econom-
ics and psychology. Whereas the latter seeks to treat and avert
psychic disturbances, identifying their causes, the former
seems incapable of preventing the financial disasters that have
occurred with ever-greater frequency in the last twenty years.
Indeed, globalization seems to go hand in hand with financial
crisis. Why?

As opposed to the discipline of economics, the study of the
human mind keeps pace with the times, and has thus taken
on a great deal of modernity. In the past fifty years, psycho-
analysis has fiercely criticized classical Freudian theory. No
longer does anyone outside of Woody Allen films lie down on
the couch to talk over traumas and childhood sexual fan-
tasies. Today the discipline embraces a full spectrum of
approaches and Prozac is combined with not only classic psy-
chotherapy but also yoga and, if necessary, even video games.

Whereas psychoanalysts, thanks above all to the contribu-
tion of Carl Gustav Jung, succeeded in escaping the cage of
Freud’s theory of the unconscious, economists are still today
shackled to Adam Smith, the father of classical economics.
And yet the model he describes is based on a reality that no
longer exists. Few today believe that the selfish behaviors of
the multitude produce the wealth of nations. It is difficult to
find a link between the billion dollar bonuses of high finance
and the growth of GDP; indeed, the opposite is true. And yet
from 1989 up through the onset of the crisis, every Western
democracy, along with a great many of the new democratic
regimes, has applied—has embraced in toto—the ideology of
the market. None have cast doubt upon the extraordinary
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powers of its “invisible hand,” even when it created profound
disparities in income, social injustice, abuses, and even colos-
sal fraud.

Today the majority of politicians encourage us to spend
money we don’t have because, when it comes to getting the
economy moving, none of them can call on an alternative to
the now-obsolete consumerist model. Since the fall of the
Berlin Wall the economy has become monothematic. And as
the West confronts the greatest economic revolution since the
days of Adam Smith, the globalization process, it remains
constricted by neoliberalism.

Rather than rendering it more flexible and suitable to the
demands of a present in constant movement, financial dereg-
ulation has made the capitalist economy more susceptible to
abuse. For twenty years no one concerned themselves with
studying or creating a new model and no one criticized the
current one. How did the euphoria of the victory over com-
munism blind the West to the point of convincing us that our
flawed economic system was already perfect? Because neolib-
eralism won the Cold War, everyone imagined the “solution”
was valid forever. Instead, just at that moment, to use
Fukuyama’s terms, the discipline of economics came to the
end of the line and abuses soared.2

And so we have remained stuck with an economic theory
born out of the Industrial Revolution, prisoners of a dream,
of a trick of the unconscious, of psychological repression. The
Western economy, like the psyche, is trapped within the vise
of our expectations of the future and dogmas of the past. For
twenty years the deflationist policy of the Federal Reserve has
acted as financial Prozac, allowing the West to ignore the eco-
nomic crisis by suppressing its symptoms. Both recession and
depression have been kept under control by antidepressants,
which act on the signs without removing and treating the
sources of the problem. Now, however, they’ve stopped work-
ing.
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But what is the alternative? Has there ever existed a Jung
of the economy capable of overturning the dogmas of Adam
Smith’s classical liberalism and freeing this discipline from its
cage?

Yes, in fact, and his name was Karl Marx.
Marxism, like Jung’s theory, is born of empirical observa-

tion. Its object of study is the production system, the behavior
of the labor force, and the concentration of capital in the
hands of the elites, a deterioration that imperils civil society.
Marx, like Jung, distanced himself from the prevailing inter-
pretation of his time, and the formulation of his critical
approach is so similar to that of the Swiss psychiatrist that we
can indeed call him the “Jung of economics.” His analyses,
going completely countercurrent, offer a different way to read
economics, breaking with traditional methods; but at the
same time they speak to the best possibility for capitalism’s
development, not to its destruction.

Now, the modernity of psychoanalysis derives precisely
from the dichotomy between its two founding fathers, Freud
and Jung, a tension that has not diminished with time. In eco-
nomics, on the other hand, this dialectic underwent a historic
shift. Marx, like Smith, is one of the founding fathers, but
Marxist theory, considered a radical alternative rather than a
constructive criticism of the liberal capitalist model, ceased to
influence Western economic thought.

For this reason the world today no longer has at its dis-
posal an economist like John Maynard Keynes, whose
thought was formed within a vibrant and constructive dialec-
tic. His exchanges with the Marxists at Cambridge were
fundamental to the formulation of The General Theory of
Employment, Interest, and Money, his masterpiece. Thus the
Bretton Woods Agreements and the economic and financial
system that framed the postwar economic miracle owe as
much to Marx and the critique of capitalism as to the “invis-
ible hand” of Adam Smith. But after the fall of the Berlin
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Wall, Marx was swept away along with the Soviet regime and
real socialism, and his books have ended up collecting dust in
libraries. The dynamic relationship that existed between clas-
sical liberalism and Marxism deteriorated and with it the
economy’s modernity. This explains why in the West econom-
ics has become monothematic, celebrating a single model.

But not in the East.
After 1989, it was only in China that Marxism continued

to be studied, along with all the other economic theories. This
work led to the creation of a new, modern model, stamped
with the most severe pragmatism. Like psychoanalysis,
“Made in China” capitalism uses everything that works (from
private enterprise to capital controls) and is therefore more
flexible and up to date than the Western version. The Chinese
model is capable of adapting the economy to sudden, epochal
changes such as the globalization process, and this flexibility
helped China become the global village’s superpower and
redefine the parameters of modernity.

How it could have happened that, from the theoretical
scrap heap of Western capitalism, the Chinese miracle was
born? At the heart of the story is the prodigious rise of a coun-
try that, whether out of pure ignorance or outdated ideology,
we continue to misunderstand, a country that frightens us
because it’s different. At the same time, this book warns of the
equally prodigious collapse awaiting our system if we con-
tinue to insist on celebrating an exhausted economic and
political model. However, a cure does exist, and it could be
effective against the economic and psychological depression
afflicting the West. Call it Chinese capitalism or Chinese med-
icine; all that’s required is that we find the will to adapt it to
the physiology of our democracies.
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PART ONE

GLOBALIZATION
AND COMMUNISM
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CHAPTER 1

EXPLOITATION FACTORIES
CHARLES DICKENS IN SHENZHEN

The workers’ charred corpses are everywhere: pressed up
against the four emergency exits, all bolted shut; atop metal
ladders, melted in the blaze; along the assembly line; and even
in the second-floor bathroom, where a few desperate individ-
uals, to no avail, sought refuge. In just a few minutes, flames
transformed the factory into a furnace.1 On that afternoon of
November 19, 1993, most of the 135 workers rushing to ful-
fill Christmas orders died inside, burned alive.

The fire destroyed everything, from machines to materials,
stacked up against the emergency exits because the plant does-
n’t have warehouses. This is where the flames started, a short
circuit set fire to a pile of raw materials, which exploded,
launching burning fragments more or less everywhere. In just
a few minutes, the entire assembly line was swallowed up by
the fire. Anyone who found themselves on the ground floor
ran for the only exit, but for the others, those who work on
the second floor, there was no way out, and they died in the
blaze.

Only the metal window bars survive intact, above the piled
bodies of the unfortunates who tried in vain to force them
open.

WESTERN CAPITALISM ENCOUNTERS CHINESE SOCIALISM

Let’s begin our journey, then, with a tragedy from the 1990s
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in Shenzhen, the most important Special Economic Zone
(SEZ) in China. Not far from Hong Kong, in Guangdong, the
area has been called “Communist China’s capitalist labora-
tory,” a definition that sums up its experimental character
well. The 1990s are an exceptional period in China, when the
“open door” policy, the opening to capitalism promoted by
Deng Xiaoping, begins to bear fruit and to shape a new
nation. These are, then, years of radical change, of great sac-
rifices and incredible economic growth, during which the
country patiently weaves the fabric of its future modernity.

But let’s return to the fire at the industrial facility, a toy fac-
tory called Zhili, belonging to a Hong Kong industrialist. An
apocalyptic spectacle awaits the inspectors and Chinese jour-
nalists who arrive a few hours later. Everyone has the sense
they’re confronting a tragedy that could have been avoided.
The management, also from Hong Kong, has in fact violated
every security measure imposed by Chinese law: from the ele-
vator without fire doors, which could have saved the lives of
dozens of workers trapped on the second floor by the flames,
to the single entrance, an extremely narrow corridor, a chan-
nel eight meters long and just eighty centimeters wide that the
workers were forced to pass through one at a time. Not to
mention the iron bars on the windows and the lack of an
evacuation plan in the event of a fire. The managers, located
in a separate building from the assembly line, did not even
rush to help the poor people as they burned alive, instead
watching from a safe distance.

Inspectors and journalists well know that Zhili is not the
only foreign factory in Shenzhen to economize on the backs
of its workers. The practice is sadly widespread in the region.
Just months before this fire, a group of inspectors had
denounced fully eighty-five industrial facilities, including
Zhili, and fourteen companies located in the same district.
The report stated that they were all at risk of fire because they
did not observe the security measures required by Chinese
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labor regulations.2

In the 1990s, such citations are the order of the day. Secu-
rity measures cost money, and the first foreign industrialists
to try their luck in China don’t want to invest money to pro-
tect the local labor force, as they would have been obliged to
do in their own countries. They are here precisely in order to
cut labor costs. Although the local press periodically launches
campaigns against their abuses, denouncing also the corrup-
tion of local officials, and Chinese public opinion is shocked
by the news, resistance is minimal. Foreign capital is untouch-
able. The reason? China’s desperate need for foreign
investment.

“Profit is more important than the workers who produce
it”: an adage that resonates with the unscrupulousness of the
English factory “bosses” during the Industrial Revolution,
which in the 1980s and ’90s became the mantra of industrial
pioneers in China. But we’re not in the English Midlands of
the end of the eighteenth century any more. We don’t have
before us a situation like that described by Marx in Das Cap-
ital, in which the proletariat, devoid of class consciousness, is
unaware of its own strength. And we certainly can’t compare
the Chinese Communist Party (CCP) to the eighteenth-cen-
tury English Parliament, which had only a vague idea of what
was happening in the factories, and an even hazier one of the
consequences of the Industrial Revolution.

The Chinese workers know as well as the politicians that
the foreign industrialists are exploiting the local labor force,
but they know, too, that above all it’s a step both necessary
and inevitable if China is to modernize. And to achieve this
result they are ready to do anything, even to risk their lives in
factories.

Even if, more than a century since the Industrial Revolu-
tion, identical conditions of exploitation appear to be
emerging in China, it’s important to underline some funda-
mental differences. As we will see, it is these differences that
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make the Chinese modernization process unique.

DENG’S SPINNING JENNY

Notwithstanding the fact that twenty years of Maoism in
China produced an annual growth rate of 4.4 percent and
quadrupled GDP,3 at the end of the 1970s the Chinese econ-
omy is in chaos. State-owned enterprises are failing to absorb
the millions and millions of young people entering the job
market every year, and the agricultural sector struggles to feed
the population.4 This is Mao’s paradoxical legacy: socialism
threatens to burst under the pressure of poverty and hunger
because there are so many Chinese, perhaps too many. The
economy’s growth is insufficient. If the Marxist economic
model is to survive, it needs to modernize.

In the Eastern Bloc as well, real socialism struggles. And
both systems look to the West, where the postwar economic
miracle has brought peace and prosperity. But Chinese com-
munism will offer evidence of an intrinsic dynamism that
Russian communism never knew.

Deng Xiaoping, the man who must preside over the post-
Mao period, is an astute and pragmatic politician. He senses
that foreign capital represents the only hope for the survival of
Chinese socialism, and that in order to attract it, it will be nec-
essary to make use of cheap local labor. Deng is convinced,
therefore, that the Marxist model will be modernized by none
other than its archenemy—Western capitalism.

“The economic reforms served to consolidate the single-
party system,” confirms Zhao Ziyang, general secretary of the
CCP from 1987 to 1989, describing the aims of the “open
door” policy.5 On paper the strategy seems absurd: to create
in China the conditions for the exploitation of workers on the
part of industrialists from beyond its borders, and to do so in
order to save the socialist system. But economic history is full
of paradoxes—and it works.
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