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Abstract. The subject of the study is economic relations between USA and China. The aim of the study is to characterize the dynamics
of the world-system status of China in the XX-XXI centuries and the economic characteristics of its mode of production at present. The
main idea of the article is to substantiate the untenability of considering the real state of the economic system of China as “socialism with
Chinese characteristics”. Currently, China is integrated into the world-system according to the Beijing Consensus model. The model of
China is a specific Asian capitalism, in which a special mode of capital accumulation is formed - with a higher role of the state in the
process of capital accumulation than in the fourth cycle of capitalist accumulation. Its world-system status can be characterized as a
strong semi-periphery, which entered the competition for hegemony in the next system cycle of capitalist accumulation. If the motion
path leads China to the goal, it will be for the first time a specific non-Western hegemony. This research result allows determining the
prospects for changing relations in the world economy as a result of the completion of the fourth system cycle of capitalist accumulation.
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1. Introduction

Currently, the global economy has seen a downward trend in economic growth. According to the Organisation
for Economic Co-operation and Development, “global economic growth will slow to 2.9% in 2019 and to 3%
in 2020, which is the lowest annual growth rate after the 2008 financial crisis. Economic growth prospects
were revised downwards for almost all G20 countries” (World Economy Review - September 2019, 2019).
The growth rate of large economies has a significant impact on the dynamics of world GDP: the USA, China,
Japan, etc. This dynamics also directly depends on the relationship between the United States and China, the
nature of which is determined by the approaching completion of the fourth system cycle of capital accumula-
tion (Arrighi, 2010), in which the process of transition to a new technological order and the struggle for a future
new leadership in the world-system are intertwined. These relationships increase trade tension and worsen the
investment climate. According to experts unrelated state activities may significantly hamper the innovation
performance (Naama, 2001; Naama, 2011; Musaripov et al., 2019).

I Without taking into account the impact of the coronavirus pandemic.
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Economic relations between the USA and China are on the agenda that defines the 21st century. It is very
relevant to clarify the development path in the world-system coordinates of one of the subjects of this relation-
ship - the People’s Republic of China (hereinafter the PRC). Economic strategy should be based on the reality
of the economic characteristics of both China itself and the essence of relations between the participants in the
world economy, which may emerge as a result of the completion of the fourth system cycle of capitalist accu-
mulation. This determines the theoretical and practical significance of this study.

The central category in world-system analysis is the capitalist world-economy. The hegemonic state derives
the largest share of world-system rent from the world economy. It is a country that plays a major role in the
functioning of the specific accumulation mode characteristic of each cycle and has a quasi-monopoly on lead-
ership and control in the interstate system. It has advantages in all three main economic fields: agro-industrial,
commercial and financial, as well as global military force.

At present, there is an intensification of the US-China leadership competition (Nuruzzaman, 2016; Sun, 2019)
in the current system cycle. The dynamic development of the Chinese economy puts the following questions
on the research agenda. What are the prospects for this development? What quality of relations in the global
economy will it lead to?

2. Dynamics of Economic Development of China in the XX Century

The Celestial Empire entered the 20th century as a periphery. By the middle of the century, China proclaimed
building socialism, which was carried out under the patronage of the USSR, taking into account the programs
of Soviet economic transformations adapted to Chinese conditions. What are the real successes in building
socialism in China?

The basis of the ideology of the PRC was Maoism, which developed under the influence of Marxism-Leninism
and traditional Confucian ideology. According to the theory of the unique stability of Chinese traditions (B.
Schwartz, R. Solomon), Communism best represented the Chinese tradition and, in fact, was a revival of tradi-
tional authoritarian China in new forms (Lukin, 2011). L. Pye wrote: “the Communists again gave the Chinese
a political system concentrated around a bureaucratic hierarchy, this time in the form of a communist party,
and again integrated with an all-pervasive ideology - Marxism and Maoism ... It is important that the imperial
bureaucracy and the communist party in procedural practice, like Confucianism and Maoism in the ideological
content, clearly emphasized issues of power and order” (Pye, 1992).

After the death of Mao in 1976, the reforms of Deng Xiaoping began, which were based on the implementation
of the “policy of four modernizations”: in industry, army, agriculture and science (Deng Xiaoping and His
Economic Reforms, 2016). His visit to the United States in 1979 marked China’s intention to return to the world
capitalist scene. “In other words... Deng Xiaoping came to “sell” a huge reserve of Chinese labor at a low price
to transnational US corporations; in response the latter had to introduce technologies into China’s industry”
(Estachy, 2015). In the course of the aforementioned transaction, the United States sharply increased the scale
of world-system rent drawing, associated with obtaining a huge amount of goods at a low price, as well as a
massive influx of Chinese capital (due to the surplus of the Chinese trade balance) in US Treasury bonds.

It should be emphasized that until the end of the 80s. XX century, the private sector as a separate form of pro-
duction was absent in China. Since the 80s XX century in China, the process of economic liberalization was
carried out, manifested in the attraction of foreign capital and the expansion of private capitalist production.
The corporatization began to spread; the law on corporations was adopted, which implied the transformation
of most of the state-owned companies into corporations. In the 21st century, the development of a system of
private banks began, which is an innovation for the Chinese economic system, since for a long time it relied
on large state-owned banks. At present, the public sector in China is already smaller than the private, with the
exception of large processing enterprises, which have asserted themselves on the world market and have estab-
lished ties with foreign companies and suppliers of raw materials.
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In 1978, when Deng Xiaoping’s economic reforms were just beginning, the public sector accounted for 78%
of the gross domestic product, and by 2008, non-state enterprises produced 72% of GDP, and state-owned 28%
(Semin, 2011). Gradually, private capital is being expanded in sectors that are mainly occupied by state-owned
companies, including the banking sector, mining, transport, telecommunications, construction, medicine, edu-
cation, and utilities. In 2016, every 13th of the eight millions of Chinese graduates opened own business (Kon-
onovich, 2017).

In the 1990s, a Shanghai group came to power in the PRC, which rid the project of socialist China of ideo-
logical bias with the term “socialist market economy”. Is it correct to consider the social system of modern
China “socialism with Chinese characteristics” in terms of ideology and economics? Opinions on this point
are controversial. “The Chinese themselves call their formation socialist, while developing private enterprise
and growing capitalist corporations” (Kononovich, 2017). S. Glazyev attributes to China the formation of a
new world economic structure, which he called integral. This structure is characterized by a combination of
elements of the communist and capitalist systems, and, according to the researcher, the former prevails. The
institutional systems of the countries which have such a structure “protect public interests and subordinate to
them the regulation of capital reproduction processes”, ensuring “the priority of public interests over private
ones” (Glaziev, 2016). In all official speeches and reports of the highest party leaders, the term “socialist mar-
ket economy” is state capitalism, a turn to which was carried out by Deng Xiaoping, and then the Shanghai
group brought it to its logical conclusion.

Chinese labor laws more or less comply with central European standards, but are systematically ignored. Ex-
perts note the rather difficult working and living conditions of most workers in China. The country has an im-
pressive “reserve army of labor”, which has a negative impact on wages. In 2007, “surplus labor” in rural areas
ranged from 150 to 170 million people.

In the 50s of the last century, the hukou system (Colas, Ge, 2019) - a strict registration system in which the
distribution of food and other resources was tied directly to the place of registration and restricting the mobility
of most Chinese - was introduced in China. Only a small number of Chinese were allowed to live in cities. It
gave rise to a system of internal migration and the workers “Minggong” or “Mingun”, i.e. “peasants-at-work”
with a temporary residence permit in the city, usually for a period of one year. They do not have the same rights
and opportunities as the owners of a permanent city residence permit; they cannot apply to many social services
of the city. They account for 57.5% of the workforce in industry, 37.0% in the service sector, and most of the
20 million domestic workers. About half of the Minggong are women. Their most significant problems include
low salaries and their delays, 10-12 hours a day (many still have overtime), neglect of work safety and accident
rate, lack of social protection, poor living conditions, isolation and discrimination. The Minggongs have been
struggling a lot, but it is very complicated by the joint opposition of company leaders and local administrations.
China has a system of state trade unions, but it often does not resolve workers’ disputes to the extent that they
would like to.

3. PRC’s Entry in Competition For Hegemony in the World System

At present, China is increasing its economic indicators, claiming to be a leader of the world system. In fact,
it has already won an advantage in the sphere of production and trade. China produces the world’s largest
industrial output, exceeding the United States by more than 2 times and reaching leading positions in many
traditional manufacturing industries. China has the largest turnover in the world and occupies a fairly high place
in the ranking of Global Innovation Index. China also appears to undertake economic leadership in its capital
export (Tvaronavic¢iené, 2019). A number of key economic indicators of the USA and China are presented in
the table 1.
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Table 1. The USA and China in the global economy in 2018

The USA China World total

Nominal GDP, billion USD 20412 14092 84740
World GDP share and ranking 0,24 (1) 0,16 (2) 1
Population, million people 329 1433 7713
GDP per capita, USD 62042 9833 10986
Industrial production volume, billion USD and world ranking 3601 (2) 8414 (1) -
Turnover , billion USD 3956 4105 35754
Turnover,% of world 11,1 11,5 100
HDI ranking and points 13 (0,924) 86 (0,752) 0,728
Gini coefficient 37,8 51,0 -
Global Innovation Index, ranking 6 17 -

Source: compiled by the authors according to (Global GDP of the World: 1980-2018, 2019), (Global Innovation Index 2018, 2018),
(Human Development Indices and Indicators, 2018), (Shuvalov, 2020), (The Leading Nations in World Trade, 2018),

(World Economies Ranking 2019, 2019), (World Population Prospects 2019, 2019)

China’s development trends are such that it is actively improving its position in value chains with the goal of
turning from a large trading power into a powerful one. China is increasingly consolidating its position in world
trade in goods and services. According to the data of the General Administration of Customs, Chinese exports
grew by 9.9% in 2018, imports increases by 15.8%, and the surplus in foreign trade reached $ 546.8 billion
(China’s foreign trade, 2019). This is ensured by the increasing level of industrial development that allows of-
fering the world market new competitive products with high added value (see Table 2). Over 90% of the goods

in the export structure are finished products.

Table 2. China’s export structure in 2018

Commodity line | In total
No Commodity line cost, million | export,
dollars %
1 | Transmitting equipment for broadcasting or television, whether or not incorporating receiving, sound 197 033 789
recording or reproducing equipment; television cameras, digital cameras and camcorders )
2 | Computing machines and their blocks; magnetic or optical readers, machines for transferring data to
. . L . . . . 173 424 6.95
information carriers in encoded form, and machines for processing such information
Electronic integrated circuits 85969 3.44
4 | Telephones, including telephones for cellular communication networks or other wireless
communication networks; other equipment for transmitting or receiving voice, images or other data, 54 070 2.16
including equipment for communication in a wired or wireless data network
5 | Parts and accessories (except for cases, covers for transportation and similar products) intended
. . . 45570 1.82
exclusively or mainly for automobiles
6 | Petroleum and petroleum products derived from bituminous rocks, other than crude; products containing
. Lo . 35752 1.43
70 wt% or more of petroleum or petroleum products derived from bituminous rocks; waste oil
7 | Parts and accessories of motor vehicles 34 850 1.39
Lamps and lighting equipment, including searchlights, narrow-beam lamps, headlights and parts
thereof; light signs, light plates with a name or title, or address and similar products having a constant 30 586 1.22
source of lighting
9 | Diodes, transistors and similar semiconductor devices; photosensitive semiconductor devices,
including photovoltaic cells, assembled or not assembled into modules, mounted or not mounted in 29 055 1.16
panels; light emitting diodes; piezoelectric sensors
10 | Other furniture and parts thereof 28 090 1.12
11 | Traveling bags, suitcases, handbags, cases for business papers, briefcases, school bags, cases for
glasses, binoculars, cameras, musical instruments, guns, holsters and similar products; travel bags, 27 401 1.10
thermos bags for food
12 | Electric transformers, static electrical converters (e.g. rectifiers), inductors and chokes 26 695 1.07
13 | Other commaodity lines occupying less than 1.5% 1721 505 69.25
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The range of export goods totals more than 50 thousand items of goods and services and is constantly expand-
ing. Traditionally, China is a leading exporter of textiles, toys, clothes, shoes, etc., however, the country has
taken a leading position in the world in the export of electronics, office equipment, automobiles and other high-
tech products over the past decade. Machinery accounts for more than 57% of exports, high-tech products -
more than 27%. Seven types of labor-intensive consumer goods (textiles, etc.) account for no more than 20%
of exports. Thus, the commodity structure of Chinese exports becomes more similar to that of highly developed
industrial countries. China has achieved great success in exporting services - construction, telecommunications,
information and computer (Liu, Chernetsova, 2018).

The main goods of Chinese imports in 2018 were machinery and equipment, electronics, electronic circuits,
mineral and fuel resources (see Table 3).

Table 3. China’s import structure in 2018

Commodity line | In total
No Commodity line cost, million import,
dollars %
1| Electronic integrated circuits 313222 14.60
2 | Crude oil and crude oil products derived from bituminous minerals 239222 11.2
3 |Iron ores and concentrates, including calcined pyrite 75011 3.51
4 | Petroleum gases and other gaseous hydrocarbons 50 035 2.34
5 | Cars and other motor vehicles intended primarily for the transport of people (except
. . - . . 49610 2.32
motorcycles), including utility vehicles and vans and racing cars
6 | Gold (including platinum plated gold), unwrought or semi-wrought, or in powder form 45 806 2.14
Telephones, including telephones for cellular communication networks or other wireless
communication networks; other equipment for transmitting or receiving voice, images or other 42519 1.99
data, including equipment for communication in a wired or wireless data network
Soybeans, whether or not crushed 38 078 1.78
Computing machines and their blocks; magnetic or optical readers, machines for transferring
. . . 33776 1.58
data to information carriers in encoded form
10 | Liquid crystal devices 33772 1.58
11 | Machines and mechanical devices with individual functions 32818 1.55
12 | Copper ores and concentrates 32728 1.55
13 | Other commodity lines occupying less than 1.5% 1 143 403 53.91

Source: compiled by the authors according to (China. Import, 2019)

A little bit more than 1/5 of China’s total imports are raw materials: oil and oil products, gas, ores and con-
centrates, unwrought or semi-wrought gold. According to the World Atlas, the import of fuel and energy re-
sources is 17.5% in 2018, food imports is 6.3% (China. Data and statistics, 2020). The largest trading partners
to import goods to China in 2018 were: South Korea with a share of 9.58% in the total value of the import of
goods, Japan with a share of 8.44%, the United States with a share of 7.3%, Germany with a share of 4.97%,
Australia with a share of 4.92%, Brazil with a share of 3.61%, Vietnam with a share of 3%, Malaysia with a
share of 2.96% (China. Import and export, 2020). China imports planes, cars, semiconductor products, and
agricultural products from the United States, mainly soy, dairy, and pork. One of the leaders in the supply of
minerals to China is Australia, for which it is the main exporting country. These are various ores, including iron
and copper. Australia is also the largest supplier of liquefied natural gas to China with a 44% share (Khotimsky,
2019). China is also the main importer of Brazilian products, importing soybean flour, crude oil and iron ore
concentrate (Brazil’s foreign trade turnover, 2019). Obviously, China aims to gain the status of a core country
in international trade.

However, according to a number of indicators, especially in the socio-economic field, China cannot be at-
tributed to the core countries, from which the hegemon of the world system usually rises. First of all, it is an
indicator of GDP per capita (see Table 1). The per capita GDP of China is still less than the world average by
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$ 1,168, which does not allow ranking it among developed countries, and is 6 times lower than that of the US.
The Human Development Index, which combines information on people’s health, education and income in
one indicator, does not correspond to a group of countries with a very high development level. The degree of
income inequality in China is too high for the level of developed core countries. So, according to Table 1, the
Gini coefficient in China 1s 51.0, and in the USA it is 37.8.

Accordingly, the PRC is not yet able to demonstrate the most attractive lifestyle for the world’s population
(especially for the most developed countries), which is necessary for a hegemon. China now more likely has
the status of a strong semi-periphery, making a centripetal movement, and preparing for the role of the new
capitalist accumulation regime leader. However, the results of the applicant’s competition with the current
world-system hegemon are not yet obvious.

According to the world-system analysis approach, this means: firstly, the formation of systemic advantages in
the sphere of production and trade, finance and military power in order to derive the maximum possible amount
of world-system rent from the functioning of the world economy, and secondly, ensuring sufficiently powerful
positions in the interstate system, which also increases the amount of appropriation of world-system rent. These
activities have a synergistic effect, i.e. the achievements in one activity increase the position of the actor in an-
other activity. This is a long process with a number of stages, and the state is implementing a long-term project
to guide this process. China maintains its course, demonstrating the presence of not just strategic thinking, but
long-term strategic thinking and planning, calculated until 2049 (The Main Trends, 2019).

The PRC gradually creates the conditions for the world-system of economic leadership required by a hegemon,
while continuing to assert itself as a developing country. First of all, China faces the typical task of trade leaders
to reduce transport costs and improve transportation security. To draw more world-system rent from interna-
tional trade, it is necessary to create an efficient and controlled infrastructure for the delivery of goods. To this
end, China is actively building the architecture of new trade routes. The basis of such a system is the implemen-
tation of the “Belt and Road Initiative” (Huang, 2016), which combines the “Silk Road Economic Belt” and the
“21st Century Maritime Silk Road” projects launched in September, 2013. China is implementing innovations
in comparison with the global trade logistics in previous systemic cycles of capital accumulation in the world
economic system. In contrast to the dominance of the system of maritime trade routes in the previous cycles, the
PRC assigns the main role to land rail and road trade routes. The PRC is actively entering Europe. More than
170 cooperation documents have already been signed with 150 international entities, including developing and
developed countries, i.e. Italy and Luxembourg (Pirozhenko, 2019).

China is strengthening its position in the field of military power and arms production, actively cooperating not
only with the Russian Federation, but also with leading EU countries. According to the Stockholm International
Peace Research Institute (SIPRI), the PRC ranks second among the world’s largest military spending countries
after the United States. Its military budget in 2018 is § 250 billion, which is 1.9% of GDP. China’s military
spending is rising for the 24th consecutive year. In 2018, they were almost 10 times higher than in 1994. US
military spending is $ 649 billion. These two countries account for almost half of the world’s military spend-
ing, and the increase in world military spending is connected precisely with the increase in spending in these
countries (SIPRI, 2019).

The increase in military spending in China is associated with the announced reform of the national defense and
armed forces. Its goal is to increase the percentage of military equipment and weapons of Chinese manufacture
and the introduction of modern technology. However, in general, Beijing’s military capabilities, according
to experts, are still significantly inferior to the resources available to the United States, especially in the field
of nuclear weapons (China’s military budget, 2019). The Chinese signed a contract with French and Franco-
German companies to jointly conduct research on creating a promising fighter development program (Vavilov
and Peretolchin, 2019).
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4. Prospects for Changing Relations in the World Economy in the Case if the PRC Leadership Comes
True

What kind of economic relations is China trying to establish in the world? In production, it seeks to obtain a
world-system rent through specialization in more complex and profitable product creation operations, transfer-
ring simple assembly and packaging links in the production chain to the neighboring countries. At the same
time, it uses the channel for obtaining world-system rent by organizing production using cheap resources of the
capital recipient countries. Such resources, in particular, include bauxite, copper, nickel, beryllium, titanium
and rare earth elements. Already in 2017, China took first place in providing loans to African countries, the
total volume of which exceeded the 2010 level by 50 times. In the field of direct and portfolio investments, the
main partners of China are Egypt, Nigeria, Algeria, South Africa, Ethiopia, DRC, Zambia, Angola, Morocco,
Niger, Cameroon, Chad and some other countries. It is known that many African countries have a geographi-
cally favorable position, cheap labor and good conditions for trade. Investment policy is implemented with the
help of powerful investment funds created with the participation of state capital, for example, the China-Africa
Development Fund, created on the basis of the authorized capital provided by the State Development Bank of
China in 2007 (Belyaev and Makarova, 2018). China and France signed agreements on the development of
Africa. Since 2009, China has been the main partner of African countries in the field of trade and investment
(Chen, Dollar, Tang, 2018).

At the same time, China uses a model of the “debt trap” in the economic development and financing of projects
in developing countries in exchange for their natural resources and access to markets. Chinese state-owned
companies are building facilities in developing countries, increasing their debt dependence, and then, taking
into account the repayment, they take control over a particular infrastructure or raw material resource. This is
especially efficient for countries characterized by weak legal systems and authoritarian regimes. For example,
as a result of China-Africa fund project, the Chinese company Sinochem International acquired 24 rubber
plantations on the territory of 150 thousand hectares and plants in Cameroon, Cote d’Ivoire, DRC (Kinshasa),
Nigeria, Ghana and Gabon (Belyaev and Makarova, 2018).

Something like proletarian internationalism can be hardly supposed in the actions of modern China. The “Chi-
nese world” sees its civilization in relations with the rest countries, primarily with the Indo-European, Indo-
Aryan world, as “global competition”. The famous sinologist N. Vavilov notes: “The very definition of China
as Chung-go, “the middle state”, contrasts it with everyone else, an external alien world (Wai). Wai guo are
foreign countries, an alien world, unpleasant to the Chinese. The goal of China is to accumulate all the tech-
nologies in itself, to spin the whole world around itself” (Vavilov and Peretolchin, 2019).

Since the 80s of the last century, China, by the will of its ruling class, has integrated into the capitalist world-
system. This integration model was later designated as the Beijing Consensus, a concept introduced by British
economist Joshua Ramo in 2004. According to him, the sense of this category is contrasting the Chinese devel-
opment model denoted by the Washington Consensus category. The concept of the Washington Consensus was
introduced in November 1989 by the American economist John Williamson and includes the sum of the World
Bank recommendations on how to overcome the economic crisis in Latin America. They were used as strategies
for the transition of countries with an administrative-command economy to the capitalist system.

J. Ramo noted: “By “Beijing consensus” I meant the consensus of nations. Brazil, Russia, India and China are
all examples of such consensus. This consensus is that the Washington model is not the only possible one”
(Ramo, 2010). It should be emphasized that for all the differences in the paths of economic development de-
scribed by Beijing and Washington consensus models, they have a very important commonality - both of them
are the ways of integration into the capitalist world-system. Theoretically, the world-system is a category that
is immeasurably more substantial than the Washington Consensus and the Beijing Consensus, which describe
only certain options for the functioning of specific economies in the conditions of the beginning of the 21st
century of the existence of the world-system. The Chinese social and economic system is not specific Chinese
socialism and is Asian state capitalism.
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Currently, there are serious risks for the successful development of China, including the rapid growth of debts
in the Chinese economy. According to the McKinsey advisory company, China overtook the United States in
terms of relative total debt: in America it amounted to 269% of GDP and in China - 282%, according to which,
as company analysts argue, China can cause threat to economic and financial stability.

Conclusions

The study of the economic description of the PRC does not confirm the opinion that a special model of social-
ism with Chinese characteristics is being implemented in this state. The model of China is not specific social-
ism. Rather, at this time it is specific capitalism, that is, capitalism, in which a special mode of capital accumu-
lation is formed - with a higher role of the state in the process of capital accumulation than in the fourth cycle
of capital accumulation.

Trends in the Chinese state-economic system in the 21st century suggest that this is the authoritarian capitalism.
The country is steadily increasing the power and technological level of the economy in all aspects, including
military potential. To spread Chinese values and augment the appropriated world-system rent, China, along
with intensifying its economic influence within the existing world-system, uses new, China-oriented tools, such
as the “Belt and Road Initiative” and powerful investment funds created with the participation of state capital,
including the China-Africa Development Fund, etc.

China is carrying out a systematic process of “passing hurdles” on the path to economic leadership, but if its
path leads it to the goal, this will be the first time a specific non-Western leadership.
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