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I have turned Hegel on his head and for the first time he is right side up.
Karl Marx

In a twist on the Marxian dialectical process, capitalism may have brought
forth communism as its antithesis, but Communist China’s version of
capitalism is a synthesis of exquisite irony. While it is often observed that
modern China bears some similarity to a nineteenth-century capitalist
economy (with access to twenty-first-century technology), the comparison turns all assumptions about capitalism and colonialism on their head.
Capitalist Communist China, because it now generates enormous surplus
savings and exports them to maintain macroeconomic balance, is the
world’s great imperial economic power. The US, because it provides the
reserve currency and accepts those savings, is the crown jewel of China’s
empire.
There, however, the similarities end. China’s imperial system is not
based on military conquest. It is based on free access to the US capital market. Should the US decide to limit China’s access to America’s
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rial system will collapse. Ultimately, the US owns the ‘off switch’ for
China’s export machine, and China is in the vulnerable, dependent
position.

Hobson and the two manifestations of excess savings:
recessions and imperialism
Two of the characteristics of late nineteenth-century capitalist industrial
societies were serious, periodic recessions and a renewed interest in acquiring colonies. The work of the iconoclastic English economist, John A.
Hobson, a leading theorist of the ‘Underconsumptionist’ school, provides
a unifying theory to these phenomena. The work of Hobson, arguably the
world’s most important forgotten
Should the United States economist, inspired two far more
decide to limit China’s access famous works.
Hobson and his co-author,
to America’s financial markets
and its accumulation of dollar Albert F. Mummery, laid out their
reserves, China’s imperial system business cycle theory in 1889 in
will collapse. The Physiology of Industry: Being
an Exposé of Certain Fallacies in
Existing Theories of Economics. The basic idea is that oversaving causes
insufficient demand for economic output. In turn, that leads to recession
and resource misallocation, including excessive investment in marketing
and distribution. This was a direct challenge to a core thesis of the classical economists: ‘Savings are always beneficial because they allow greater
accumulation of capital.’
Keynes, almost 50 years after The Physiology of Industry, found there
the essential ideas of the General Theory (first published 1936): the
determinants of aggregate demand and the significance of savings–
investment imbalances. In Chapter 23 of the General Theory, ‘Notes on
Mercantilism etc.’, he lauded Hobson and Mummery for bringing the
issue of excess saving to the fore. But Keynes disagreed with Hobson’s
theory that excess saving leads to unnecessary investment. Instead,
Keynes believed that ‘a relatively weak propensity to consume helps
to cause unemployment by requiring and not receiving the accompaniment of a compensating volume of new investment’ (Keynes 1964, p.
370). Keynes attributed Hobson’s error to the lack of an independent
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