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The coking plant 'Kaisertuhl III' has been in operation from 1992 until December 15, 2000. The 
generosity of it's owner company, the 'DSK', made the following photographs possible. No trace 
is left of it's predecessors 'Kaiserstuhl I' (closed 1895) and 'Kaiserstuhl II' (1926 - 1991). The 
plant differs from other abandoned industrial installations: it is clean and shiny and looks almost 
like new. The ultra-modern coking plant has been constructed by a syndicate at a cost of about 
700 million Euros. The coking plant was equipped with a dry quenching installation, an ecologi-
cally beneficial and efficient way to quench the coke by use of an inert gas. Two batteries, each 
consisting of 60 ovens (inner dimensions 18 m x 7.64 m x 0.61 m), produced about 6000 tonnes 
of coke per day, which was primarily used in the adjoining blast furnaces of the 'Westfalenhütte'. 
Most of the coal originated from the mine 'Heinrich Robert'. 



Losers and Winners 
A documentary by Ulrike Franke and Michael Loeken Germany 2006, 96 mins

For one and a half years, filmmakers Ulrike Franke and Michael Loeken watch as a gigantic industrial site is 
dismantled, documenting the stories accompanying its disappearance: how the coke workers in the industrial 
Ruhr Region experience the arrival and working methods of the Chinese, their feelings upon seeing their pride 
in their work vanish along with what was the most modern coke factory in the world, but also the strain and 
conflicts the Chinese workers face during their 60-hour work week far away from home and family, caught 
between euphoria and doubts about their future.

Two worlds collide. But who is ultimately the winner and who the loser when jobs and the “economic miracle” 
that made them possible leave their country of origin and a whole region of Germany experiences first-hand 
the impact of the phenomenon of globalization, while in the Middle Kingdom new visions come and go with 
each passing day?

Spring 2003: A Chinese worker dressed in the traditional blue labourer's overall surveys the vast factory 
grounds, making marks on steel beams and walls. A new microcosm has sprung up in northern Dortmund, a 
small Chinese outpost – dynamic and efficient. A village of housing containers has been set up for some 400 
Chinese – with community rooms, an industrial-size kitchen with giant woks, and satellite dishes so they can 
watch TV shows from home. Hungry for wealth and the status symbols of western industrial culture, scores of 
Breakdown workers have joined the Chinese project manager Mo Lishi in Germany, along with a young Inter-
preter and a few Cooks, in order to bring back to their homeland yet another “steel souvenir”. Highly motivated 
citizens of a low–wage country come face-to-face with financially better-off workers in an industrialized nation 
who are now suddenly bereft of future prospects – since the former are about to transfer the latter’s erstwhile 
source of power and prosperity to their own homeland.
The dismantling of Kaiserstuhl proceeds at breakneck speed, driven forward by constant pressure from cor-
porate management and the promise of a few perks: Every four weeks the Chinese select the seven hardest 
workers amongst their ranks as “Workers of the Month”. Their reward consists of a photo decorated with a 
sash of red paper flowers, hung on a canteen wall together with a few flowery, but in any case politically cor-
rect, words of praise.

Meanwhile, the German “shutdown managers” stand by and watch helplessly as their workplace is broken 
down into moveable sections. At Kaiserstuhl, where up to 800 people used to work, the last 30 employees are 
now supervising the so-called Shutdown Department – including electricians Rainer Kruska (53) and Werner 
Vogt (52). Among the Germans, who are supposed to provide logistical support for the dismantling process, a 
mood of scepticism and a distanced stance prevail with regard to Chinese colleagues and what they view as 
their careless methods. Communication between the two groups is difficult, misunderstandings a daily event. 
By 10 o’clock in the morning, half of the shift is already over for the German workforce. During their breakfast 
break, they talk over coffee and rolls about the financial losses they will suffer due to their enforced early retire-
ment, and they speculate about the Chinese workers’ attitude toward life, their working techniques and their 
cooking. The dismantling forges ahead, unstoppable, daily parading before their eyes the loss of Germany’s, 
and indeed Europe’s, industrial work base. For the Ruhr Valley workers, this is a stab in the heart, for they have 
worked all their lives in the coke industry.
The workday for the Chinese is considerably longer: they toil sixty hours a week, live in common quarters and 
save every penny for home. Some want their children to enjoy a better education. Liu Guo Heng is saving for 
a yearned-for, but expensive, wedding. The cook wants to purchase shares in his employer’s company, in-
creasingly convinced of its prospects for success. But first, their mission abroad must be completed – entailing 
one and a half years without a visit home. Chinese television and infrequent phone calls to wives and children 
constitute the men’s only contact with their homeland. “Say ‘Daddy’ to me one more time”, requests one man, 
and thousands of kilometres away a child sings a song for his much-missed father. All in a desperate attempt 
to feel somehow closer to loved ones so far away.

The Chinese have neither the time nor the money to get to know Germany, or even Dortmund; a bus ticket into 
town seems far too expensive, even with what is by Chinese standards a bountiful monthly pay check of 400 
euros. Only project manager Mo Lishi is in a position to visit the city once in a while. His favourite destination is 
the Mercedes dealership, where he can marvel at steel in what is for him its most perfect form. “This car is very 
good”, he remarks with satisfaction, grinning from ear to ear. “I’m going to take one home with me.” His tiny 
cubbyhole at Kaiserstuhl, in which he both lives and works, is adorned with a Mercedes poster showing both 
an older and newer model by the German automaker. Inspired by its message, Mo Lishi has written a few per-
sonal lines about those who depart and the new ones who come and can look forward to a life full of promise. 
After all, Mo Lishi is convinced that he will soon be sitting behind the wheel of a new car and driving off into a 
better future – just like all of China. During his next visit to Germany, Mo Lishi says, he would love to be able to 
take the German Airbus factories back home with him.
There is rarely any contact between the German and the Chinese workers; they merely eye each other war-
ily from a distance. The tools of the trade favoured by the Germans are rules and regulations for safety and 
environmental protection – just the things the newcomers like to ignore. They use tricks to try to circumvent 
the rules – after all, the “old foreigners” are hardly present at the site for more than eight hours at a time, and 
what they don’t see won’t hurt them. But the remaining German workers at Kaiserstuhl insist on asserting their 
authority – right up to the bitter end. With his expert background, Kruska makes sure that the Chinese don’t 
simply “do whatever they want to”. Improvised electrical connections are dismantled again, ladders precari-
ously connected by wire are pulled away from the ceiling and disposed of, welding regulations are cited for 
the umpteenth time. It seems as though the Germans are unable to let go, as if they unconsciously want to 

A few rusty signs are all that is left of what was once the heart of the German coal and steel industry – with the 
decommissioning of the Dortmund coking plant at Kaiserstuhl one of the last relics of the age of coal, iron and 
steel in the Ruhr has disappeared. Deutsche Steinkohle (DSK), a subsidiary of the RAG Group had big plans 
for this facility when it opened its doors in 1992 after a five-year construction period. The plant cost 650 million 
euros to build and was the most modern of its type in the world. It was to supply the neighbouring steelworks 
of the former Hoesch AG with coke for many years – according to a long-term contract which envisaged that 
German steel works would buy German coke. When the contract ran out in 1999 however and Hoesch was 
swallowed up by the Krupp Group, the local industry changed direction and faced East: from that point on 
the coke was bought from China and Poland – where it cost fifteen euros less per ton. This was the begin-
ning of the end for Kaiserstuhl. The final nail in the coffin came at the end of the ‘90s when Thyssen and Krupp 
merged and decided to concentrate their joint production in Duisburg. The Dortmund location was then retired: 
after only eight years of operation, the furnaces of Kaiserstuhl were shut down and the 450 or so workers were 
moved to other DSK plants or sent to join the ranks of the unemployed. 

In the centre of the Ruhr Valley the famous “heartbeat of steel” has gone silent. Almost imperceptibly, nature 
is reclaiming the once-busy factory halls and industrial sites. The conveyor belts have come to a standstill, the 
cooling towers are empty – after only eight years in operation, the ultramodern coke plant at Kaiserstuhl, built 
at a cost of 1.3 billion DM, was shut down in December 2000.



Postscript

The company the workers are employed by in the film is the Yankuang Group, whose core business is coal 
mining, chemicals and aluminium – mission statement ‘Creating value and Dedicating light & heat to society’. 
It’s also involved in engineering construction (and deconstruction as shown here in the diagrams). It’s still very 
much an SOE, but that doesn’t stop it being listed on the New York, Hong Kong and Shanghai stock exchang-
es (hence one of the workers in the film talking about being able to buy shares in his employer). It employs 
something like 100,000 people and claims to be the 115th biggest SOE in China. So we are talking about a 
state-majority-owned heavy industrial Chinese company and so it's not surprising that it's culture is still some-
what Maoist.

Yacht Kaiserstuhl Postscript

In 2000, the “Kokerei Kaiserstuhl” (an industrial coke plant in Dortmund) became no longer profitable, despite 
being the most advanced of its kind. Consequently, it was sold and disassembled over several months by 300 
Chinese workers. In pieces, it was then shipped to Shandong and rebuilt, advancing China's heavy industry 
into the 21st Century.

The project Yacht Kaiserstuhl by Echo Ho and Lasse Scherffig references this enormous transfer of material 
and information, and turns it around. In China, a yacht is constructed from rice straw taken from fields near 
the new Shandong coke plant. After the yacht is built, it is dismantled again, packed in crates and put on the 
next container ship bound for Germany, the reverse route that the coke plant had previously taken. On arrival, 
it is placed in downtown Dortmund where it becomes a reincarnation of the vanished factory. Both the method 
of transportation and material used for building the yacht, reference the history of the coke plant. In contrast, 
the (yacht) form alludes to the expectations of a post-industrial society evoked by the structural changes in the 
Ruhr area. Remarkably, these expectations are very similar in China and in Germany: While with the Kokerei 
hard and possibly dangerous work has been exported, Chinese workers expect from it something different. 
Namely a good education for their children and a life with more comfort. In Dortmund, similar expectations 
manifest themselves in the ongoing construction of Lake PHOENIX – an artificial lake at the site of an aban-
doned steel plant, which will eventually host a marina.
  
August 22nd, 2011: Yacht stolen 

Yacht Kaiserstuhl has been stolen from its location at Dortmunder U. Exact circumstances are unclear and 
charges against person or persons unknown will be filed. It is quite possible that scrap metal thieves have sto-
len the Yacht in order to stage its re-entry into the global circulation of steel.
Remarkably, this happened almost exactly one year after its arrival in Germany (on August 23rd, 2010).

delay the dismantling and simply cannot resign themselves to their final loss of power and the reversal of roles. 
The view of the German’s fastidiousness when it comes to following rules changes, however, when a Chinese 
worker almost dies in an accident – a “small work mishap” for which the only remedy proffered by the Chinese 
consists of quotations from Mao.
The last time he walks through the field of rubble that once was the grounds of the coke plant, Kruska opens 
circuit boxes and doors, presses switches that have long lost their function, gazes into disembowelled ca-
ble shafts and tries to uphold the appearance of a routine check – but he and his German colleagues have 
changed during these final weeks of the breakdown. The confidently triumphant proclamation “They’ll see – it 
will never work!” is no longer heard. The Germans are increasingly tense and sad – along with their workplace, 
they are also losing a piece of their homeland. Creeping insecurity can be felt as to what concrete impact the 
impending changes will have on their own lives. How is it possible to keep busy when no longer working, and 
what will it be like to be at home with the wife all day long? Even before the plant is completely disassembled, 
Kruska and Vogt are changed to a status called “Short-time work 0”, then to “Adjustment” and finally to early 
retirement. None of these terms is sufficient to describe the fact that there is no longer any work for them in 
this society; there seems to be no need for them anymore, nor indeed for their entire occupation. What they 
cannot foresee is that all the economic forecasts will prove wrong and the sale of the coke plant a tragic mis-
take. Today, there is spiralling demand for coke on the world market, spurred not least by the booming econ-
omy in China itself. The price per ton of coke went up in the years after Kaiserstuhl shut down from 30 to 550 
dollars - as if globalization had a bitter sense of ironic humour and had chosen Dortmund-Mitte of all places as 
its punch line. 



The German Model 

Between the first 'oil crisis' and the second a combination of neo-mercantilism, strong currency and further 
segmentation of the working class developed in Germany, promoted by chancellor Schmidt's SPD (Social-
Democratic) government as 'the German Model'. The Bundesbank reacted to the strong wage increases of 
the early 1970s with measures intended to slow economic growth. These measures focused one-sidedly on 
price stability and slowing down internal demand. The trade unions supported this export-oriented policy of 
increased productivity and 'modest wage rises'. Thus unit labour costs remained stable.
In social terms this 'German Model' worked by giving security to the core workforce while lowering the stand-
ards of the rest. From the Kohl government of the 1980s to the Green Party-SPD coalition of the 1990s this 
tendency became ever more pronounced: legal changes allowed the expansion of temporary work, companies 
were taxed less heavily, state spending and welfare services were reduced. During the current crisis the Merkel 
government and employers have driven this policy further.
Since crisis struck at the beginning of the 1990s the relation of power between the classes has shifted in 
general. Since1993 labour's share of total national income has decreased persistently, with the total volume of 
wages distributed more and more unevenly (widening 'wage differentiation'). Initially the decreasing proportion 
of income going to labour resulted from the increase in part-time work, but since 2003 actual hourly wages 
have decreased, mainly because of the expansion of so-called 'atypical employment relations' (temp work 
etc.). We can summarise this process neatly in one sentence: "Between 1998 and 2008 the number of people 
in 'atypical employment' increased by 2.4 million, while 'normal employment' decreased by 0.8 million jobs." 
(Logeay/Weiss). Current statistics state that 7.6 million workers are employed 'atypically', which is a quarter 
of the total workforce. On average the wages in temporary jobs and 'mini-jobs' are only half of the wages in 
'normal employment relations'. This wage difference "remains even if studies take into account as explanatory 
factors the usual social, demographic and economical characteristics (type of profession, size of company, 
sector, age, gender, qualification, seniority, region)." (Logeay/Weiss)
The German export model

The adjustment pressure exerted by the EU on labour markets led to a 'race to the bottom' in terms of im-
posed labour 'flexibility', lowering of wages and expansion of 'atypical employment relations'. The working 
class lost ground everywhere, but the 'race' was won by Germany: here workers were squeezed the most. Be-
tween 1996 and 2006 the number of full-time jobs fell by 1.36 million; between 2000 and 2008 labour produc-
tivity increased by 35 per cent while wages grew by only half the wider EU rate. 
There are three main reasons behind this. First the precondition: the sharp economic slowdown imposed by 
the Bundesbank in 1993 led to high unemployment in East Germany, creating an industrial reserve army. Sec-
ond, the euro: the low interest rates attached to the new currency resulted in a boom in the peripheral Europe-
an countries, which mainly benefited the bigger German corporations. At the same time the European Central 
Bank provided 'monetary stability' (a 'strong euro'), which also favoured German industry. German machine 
manufacturers need not boost sales through low and lower prices of their commodities (special machinery is 
not a 'cheap mass product'); if the currency is strong their employees can be cheaply provided with textiles 
and food from the world market; raw materials such as crude oil, paid for in US dollars, remain relatively cheap. 
Third, thanks to the industrial structure (export sector!) in Germany, it was easier to enforce the general drive to 
lower wages and standards. While wages within the export sector continued to rise, the low-wage sector was 
expanded rapidly.
The lowering of the wage level was accompanied by an economic policy fostering deregulation of the finance 
sector and significant tax relief for employers. Since the tax reform of the social-democratic regime of chancel-
lor Schroeder, Germany has become a tax haven for capitalists. As early as 2005 company tax accounted for 
only 0.6 per cent of GDP, while the EU average was 2.4 per cent. After the corporate tax reform of 2008 the 
rate fell to less than 30 per cent, below those of Belgium, France, Italy and Malta. As a result of these two tax 
reforms the state has missed out on around 100 billion euros so far.
An OECD study of October 2008 briefly summarises the social consequences of these policies: "Since 2000 
income disparity and poverty in Germany has increased more than in any OECD country. The increase be-
tween 2000 and 2005 exceeded the increase recorded during the preceding 15-year period (1985 to 2000)". 
The HartzIV reform (unemployment and social benefit reform), introduced on 1st of January 2005, did not 
initiate this development but consolidated and aggravated it. One of the main reasons the reform could be 
enforced politically was the export strategy and related class division described above; HartzIV fortified this 
division in turn.
HartzIV and a rapidly expanding low wage sector – by now employing nearly a quarter of all workers – have 

put further pressure on the general wage level (while the wage of permanent workers remained stable or 
increased slightly). In 2005 labour unit costs were lower than in 1995. During the period from 2000 to 2010 
they increased by 6 per cent in Germany and by 20 per cent in the other euro countries. In the highly pro-
ductive industrial sectors they only rose by 1 per cent, against 10 per cent in the wider eurozone. 
The export sector was the main beneficiary of this these 'below average' wage developments. Today 
around a third of all working hours are performed in the export industry. The share of export goods in total 
GDP has more than doubled since 1993! German industry exports half of its total output. It is only in this 
export-oriented industry that wages increase at the pace of inflation and labour productivity. The average 
hourly wage is 33.10 euros (this includes all wage costs, such as employer's contribution to health insur-
ance or pension funds) – which is the third highest wage in the EU. The competitive advantage of the Ger-
man export economy is based on the extreme income gap between this type of industry and the service 
sector. The difference is about 20 per cent, which is way above the average in the rest of Europe. Industry 
has the advantage of being able to buy cheaper services. Thus industry benefits most from the low wage 
sector.
The German export strategy was an effective 'beggar-thy-neighbour' policy in relation to most of the other 
EU countries - on the basis that the latter were the first to plunder their workers. From the mid-1990s to 
2008 of all EU countries Spain (3.8 per cent), Greece (3.9 per cent) and Ireland (6.8 per cent) grew the fast-
est. Portugal's GDP grew 2 per cent on average during the same period, which is faster than the German 
GDP growth (1.8 per cent). It was first of all due to these growing markets that the German managed to 
leave the stagnation of the 1990s behind. In 2007 German exports to Portugal, Ireland, Greece and Spain 
accounted for 17 per cent of the German export surplus; including Italy this rises to 27.5 per cent, with a 
total EU figure of 63.4 per cent. The persistent German trade surplus was matched by the trade deficit of 
the peripheral European countries. Their growth was not only attached to imports, it was also financed by 
credit. And not just the (imported) commodities but also the credit came mainly from German corporations 
and banks.
The intra-European European trade surplus was the precondition for the German export of capital to China. 
Geopolitically Germany positions itself between Eastern Europe (where a lot of manufacturing capacity has 
been relocated) and the attempt to replace the shrinking domestic market by exporting goods to the middle 
classes of the peripheral European countries. The advantage of 'German capital' is that – in contrast to Italy, 
France and Great Britain – the German industrial structure has remained stable, allowing relocation of some 
industrial activity to other countries while still cashing in on the productivity gains. 
Class recomposition during the crisis 



From May 2010 to May 2011 the DAX (German stock market index) grew by 53 per cent; this was certainly 
not fully backed up by the growth of the 'real economy', but it expressed the 'mood' prevailing in the Ger-
man economy. For the rich, the employers and the banks, the course of the crisis so far has definitely been 
V-shaped (the net profit after tax of the 30 DAX corporations in 2010 was 63 billion euros, of which 25 billion 
was distributed in dividends). For the rest of population the crisis is L-shaped (more and more temp work, high 
price inflation for basic goods, financial crisis of the local state and its social services). Wage increases settled 
through collective agreements were 0.9 per cent on average in 2010, while official (!) inflation ran at 2 per cent.
Since the crisis of the early 1980s registered unemployment in Germany has always been above the 2 million 
mark (apart from the exceptional 'reunification boom' of 1990). Now official unemployment has fallen back be-
low 3 million; this is partly the result of an increase in part-time and 'mini' jobs (the total labour volume distrib-
uted among more people) and partly because the criteria used for official unemployment statistics have been 
changed constantly, so that they now include only some of those actually unemployed: serious calculations 
give a figure of 5 million (the 'employment gap'). Arithmetically speaking there are ten unemployed for each 
vacancy ('official' jobs subject to social insurance contributions). Germany has the world's highest proportion 
of long-term unemployed: of the 3 million officially unemployed, 1.4 million have been unemployed for a year or 
longer.
During the course of the crisis since 2008 jobs have been cut in the industrial sector and created in the service 
sector. In part this reflects the shift from permanent jobs to temporary jobs: temp agencies are often statistical-
ly reported as part of the 'service sector' even if the actual work is in manufacturing. Temp work has increased 
heavily: in November 2010 around 900,000 people were employed as temp workers, a record figure in Ger-
man history. A full-time temp worker earns 52 per cent of the average wage for full-time employment. Around 
100,000 temp workers have to supplement their wages with HartzIV benefits . The number of people having to 
supplement their wages with social benefits has increased by 400,000 between 2005 and 2009 to about 1.3 
million, of whom 390,000 work full-time.
Nevertheless it must be said that during the crisis the core of the 'German Model' – the close collaboration 
between capital, trade unions and state in support of the export economy – has even been strengthened. In 
2009 around 1.5 million (permanent) workers were put on Kurzarbeit ('short-work': reduced hours or tem-
porary redundancy with the state partially covering the lost wages) and around 1.2 million jobs were saved 
through general reduction of working time. Those actually sacked were the temp workers. Chancellor Merkel 
not only sought to protect Opel workers (personally offering support when Opel's parent company General 
Motors announced job cuts), she also opposed the European Commission in its attempt to 'liberate' the 
Volkswagen corporation from state and trade union influence. The state shareholding in Volkswagen blocked 
Porsche's strategy of using cash-flow from Volkswagen itself to finance a takeover of VW. (Porsche is a rather 
small automobile company, but its substantial stock market profits might have allowed it to swallow the 'gi-
ant' VW). Instead Porsche was taken over by VW and the VW works council kept its strong position (VW and 
the VW works council are the symbol of German 'social partnership' and of technocratic collaboration with the 
state). Since the end of 2009 VW has boomed: the collaboration seems to have paid off. More broadly, since 
the economic recovery the core workforce (for example at Siemens) has been rewarded with extra payments 
for loyalty, while temp workers and workers in the non-export sectors miss out and welfare benefits are further 
cut. 
But it was not just Kurzarbeit that divided the working class into those 'whose job is saved' on one hand and 
(sacked) temp workers and unemployed on the other; the division was also proclaimed in the assurance by 
Merkel and finance minister Steinbrueck in October 2008 that all savings accounts would be guaranteed by 
the state; this helped all those who 'have saved something', while HartzIV claimants are not even allowed to 
save money (there is an upper limit on savings for benefit claimants). The 'scrappage-bonus' (extra money for 
those who own a car and who are able to buy a new one) had a similar political dimension. The fact that this 
class division actually works well in political terms depends on the prior success of the export strategy. 
The boom in Germany

In 2010 the global economy grew by about 5 per cent in real terms and German GDP by about 3.6 per cent. 
In summer 2011 German GDP growth will reach the pre-crisis level again, but in this 'recovery' the govern-
ment and employers have had more "luck than system" Though their economic stimulus package of 60 billion 
euros was socially very effective (short-time work, pampering the small trading companies (small construction 
companies etc.), 'scrappage-bonus'), quantitatively it was much less significant compared with the economic 
stimulus programs of the US and above all China, which spent 7 and 14 per cent of GDP respectively (Ger-
many spent only 2.5 per cent). It was the state-run economic programmes that helped Germany to recover. 
Current studies show that the US is de-industrialised to such an extent that the 'cheap money' spent by the 

US state for economic recovery actually flows out of the country. Even more than the US programme it was the 
Chinese stimulus policy that benefited the German economy: in 2010 German exports to China grew by 40 per 
cent, despite the fact that exports hardly declined during the previous (two) years of crisis. The boom of the Ger-
man automobile industry almost exclusively depended on the BRIC states (Brazil, Russia, India, China), and again 
mainly on China, while in Europe car sales declined by 5.1 per cent.
The economic upturn in Germany is solely based on exports, while internal demand is sluggish. The boom is not 
'self-sustained'. According to preliminary data from the Federal Statistics Office the annual growth rate of 3.5 per 
cent in 2010 can be broken down as follows: external trade contributed 1.1 per cent, the inventory cycle (goods 
stockpiled and have not yet on the market) 0.8 per cent, state consumption 0.4 per cent, capital investment and 
private consumption only 0.3 per cent respectively. The inventory cycle and exports accounted for more than half 
of the growth – but you can only fill your storage once, and according to the calculations of international banks 
external trade will generate only a small amount of growth in future.
In 2010 71 per cent of German exports went to the EU, 40 per cent to the eurozone. Exports to non-European 
markets increased by 26 per cent, while those to the debt-ridden euro members grew only by 12.7 per cent 
against 2009. In March 2011 German exports beat all records, reaching a volume of nearly 100 billion euros, the 
highest level since the beginning of statistical records in 1950. In April 2011 this declined to a considerably lower 
level of 84.3 billion. By now the volume of orders in key branches is generally and perceptibly declining.
Translator's note: for a short report written by someone who worked in what was probably a very typical 'German 
Model' machine manufacturing company on the outskirts of Berlin, see: prol-position" 



External and internal militants: 
Workers autonomy in Porto Marghera seen from West Germany 
1971-1974
  
Karl-Heinz Roth
 
Introduction

This text recently appeared in French in the recently published book Pouvoir ouvrier à Porto Marghera - Du 
Comité d’usine à l’Assemblée de territoire (Vénétie – 1960-80) [Workers’ Power in Porto Marghera – from the 
Factory Committee to the Territorial Assembly (Venetia – 1960-80)], Les nuits rouges, 2012.
Therefore, this version has a somewhat long translation history: German to Italian to French to English! How-
ever, thanks to a German-speaking comrade, the English version has (I hope) been dragged firmly back into 
line with the German original (more or less).
Republished from: http://libcom.org/library/external-internal-militants-workers-autonomy-porto-marghera-
seen-west-germany-1971-1974-

EXTERNAL AND INTERNAL MILITANTS:
Workers autonomy in Porto Marghera seen from West Germany (1971-1974)
Karl-Heinz Roth
I
In Germany we learnt about the workers autonomy of Porto Marghera for the first time towards the end of 
1970. We were a group of young teachers, doctors, engineers, doc tors of law, students of natural sciences, 
psychologists, sociologists and historians who had participated in the student movement of the 1960s and 
now found ourselves at the beginning of our various professional careers. But we had only participated in stu-
dent strikes and occupied the university. We had also read Marx — above all the Gründrisse and the prelimi-
nary manuscripts of Capital — and we wanted to continue the struggle. But we didn’t want to find ourselves 
amongst those that Marx described as individuals disappointed from “sowing dragons and reaping flees”. We 
wanted to reconnect the revolutionary subjec tivity of the “anti-authoritarians” with the present reality of class 
composition. This decision meant taking a distance, after intense internal arguments, from the two dominant 
tendencies coming out of the New Left. In the first place, we took a position against the cadres of the national 
liberation movements who returned to their countries of origin straight after getting their degrees, and in whom 
we could glimpse the future elites of development. In addition, we opposed ourselves to the return of various 
fractions of orthodox Marxism-Leninism, a burlesque repetition in the history of the workers’ movement. In the 
beginning we were only about 50 people, of which almost half were women. Later on there were three times 
as many of us. We were militants who acted within the autonomen scene in West Germany and in West Berlin 
and who, as “Operaisten” in the network of “Wir wollen Alles” (“We want everything”)1 groups, gave the scene 
a particular shape.
We started from ourselves as the points of subjective reference of a new mediation between practice and 
theory, in our quality as highly qualified segments of the new class composition in formation, that of the third 
phase of the real subsumption of labour power (Arbeitsvermögen) under capitalist command, in the stage of 
transition brought in by the appearance of computers. We had already contributed to the extension of student 
struggles to the colleges for engineers and technicians and we had had the experience, during the strikes of 
September 1969, of a new alliance between worker-technicians of the German steel industry and unskilled 
workers migrated from various other countries, in the mining industry and manufacturing sector, which was 
opposed to the trade union policy of social partnership. How could these different segments of the class in ef-
fervescence be homogenised in the long term? The decisive means for achieving this result was something we 
saw in the opening up of wage struggles: it was necessary to invert the direction of orientation — downwards 
— of the relative wage to turn it against the capitalist cycle. The equalisation of wage incomes of all levels of 
professional qualification had to subsequently follow a new process of class formation. This process had to be 
accompanied, according to the model of base democracy, by a self-organisa tion of the class in which our own 
organisational initiative — the Proletarische Front (PF) — would finally be dissolved.
This was the stage of our debate when some Italo-German historians who worked with us — Germans who’d 
studied in Italy and Italians who’d studied in Germany — attracted our attention to Potere Operaio. What im-
mediately fascinated us about Potere Ope raio was the concomitance between the conceptual approach and 
the practical approach: the political wage was conceived in a much more systematic manner than the struggle 

against the fall in the relative wage that we proposed to homogenise the struggles against capitalist command. 
We had also understood quickly enough that the workers of Porto Marghera were the principal concrete point 
of reference of Potere Operaio within the working class. It was above all a question of the worker-techni cians of 
Petrolchimico and of Châtillon, in other words of an industrial sector typical of the path of the third stage of the 
real subsumption of labour power, a stage characterised by the growing integration of science in the process 
of production.
II
In the years that followed, a close collaboration developed between Potere Operaio and ourselves. In ad-
dition to the numerous personal contacts the collaboration was coor dinated by the international bureau of 
Potere Operaio in Zurich. Above all it had the objective of homogenising the struggles of the multinational mass 
worker, starting from the European auto industry, which seemed to us to be an indispensable point of refer-
ence for the cycles of struggles in the lower seg ments of the class, the immigrant workers from the South and 
the South East of Europe, proletarians of the lowest wage categories, young people and German apprentices. 
The cycles of struggle were subsequently crushed in West Germany at the end of August 1973, by the coor-
dinated action of the management, the works councils, the unions and the police. In terms of political strategy 
we looked beyond these segments of the class and their struggle. The worker-technicians of the highly scien-
tific sectors of capital — chemicals, metalworking, transport network, the capital goods industry and the then 
nascent computer industry — along with the intellectual labourers in the factories of education and science, 
always constituted a decisive point of reference for us. This point of reference was linked to our day-to-day 
engagement in the struggles of the multinational mass worker by means of the political wage.
For this reason we followed the events in Porto Marghera between the end of 1970 and the beginning of 1971 
with close attention. We kept ourselves informed thanks to several channels of communication. In the Potere 
Operaio monthly journal and their weekly publication, we could read about the programmatic position taken 
and the reports of the Workers’ Committee and, starting from the end of 1972, of the Autonomous Assembly. 
The externals of the first few years, who were then active in Padua and Milan, reported to us on the develop-
ment of the Workers’ Committee since its foundation in 1967. A militant of Potere Operaio who was active 
between Trieste and Porto Marghera, and who had studied with us in Hamburg, informed us about the split 
between the internals and externals, starting in 1972, but he also told us how they had succeeded in maintain-
ing a level of effective cooperation. Then Porto Marghera presented itself to us, little by little, as an exceptional 
laboratory of northern Italian workers autonomy. It was a laboratory which completed, in certain important 
aspects, the experiences of the mass workers of Turin and Milan, even if it was not perceived that way in Italy 
or outside. We studied the dynamic and the extension of the struggles of those years: the success obtained 
in 1968 with the slogan of 5,000 liras for everyone; the other slogan, coming from Châtillon the year after, of 
the reduction of the hours of work with the wage maintained; the struggle against outsourcing by subcontrac-
tors and for the integration of casual workers in July 1970 (which culminated on the first of August in a regional 
revolt); the growing importance of the struggle against the most unhealthy conditions of work in the factories, 
against the devastating effects of chemical production for the workers and the envi ronment; the strategic im-
portance of rejecting the new collective agreement in the chemical industry at the end of 1972; and finally the 
progression of struggles on a territorial level — squatting houses, rent strikes, self-reduction of electricity and 
gas bills, up to the creation of neighbourhood and self-reduction committees.
We were interested even more in the question of knowing how to translate the experiences and the learning 
processes into structures of self-organisation which excluded all delegation of res ponsibility (and thereby the 
appearance of a bureaucratic layer of function) along with any step backwards by the unions. We were very 
conscious of the fact that struggles had to be organised in a race against the growing attempts at restructura-
tion and against the unions which lagged behind the struggles. It is for this reason that the attempts made by 
the Workers’ Committee of Porto Marghera to centralise the organisational structures, but in a manner which 
did not permit the appearance of a new intermediate body of mediators and political leaders, seemed perfectly 
coherent to us. The fact that these attempts did not all succeed and that strong ten sions existed between the 
internals and externals during this period was something that did not escape our notice. The Political Com-
mittees particularly promoted by Augusto Finzi in 1971 turned out to be a failure. They were not capable 
of preventing the dissociation between workers’ autonomy and the groups of the radi cal left. We therefore 
considered the founding of the Autonomous Assembly of Porto Marghera, after the rejection of the collective 
agreement in the chemical industry at the end of 1972, as a logical step in that direction. We equally appreciat-
ed the subsequent efforts to put in place a regional workers’ coordination, a project which influenced attempts 
at creating a European association of multinational mass workers in 1973.
To sum up, we were relatively well informed on the development of the laboratory of workers’ autonomy born 
from the coordination of the Workers’ Committee of Industrial Zone I of Porto Marghera. We were impressed 
by the subjective integrity of the worker avant-gardes, which was deeply politically rooted. The militants of the 



Workers’ Committee were not driven by personal interests – they did not want to become the inheritors of 
the traditional worker bureaucracies. They preferred to refuse any lasting delegation of responsibility and were 
always looking for ways which allowed the reinforcement of the self-activity and self-responsibility of all those 
who belonged to the class. On average, they were more likely to belong to the category of skilled workers, but 
they were not motivated by their own sectional interests. They involved themselves exclu sively in gaining the 
sort of material improvements which held out the prospect of homogenising different groups of workers in the 
form of the collective worker. The material improvements therefore benefited first of all the unskilled peasant-
workers and casualised workers. For the militants of the Workers’ Committee, these two prin ciples were more 
important than any other consideration. This is why their call to overthrow the command of capital — a task 
which had to be carried out by the class of workers who stepped outside of this command — was not only 
justified but also credible.
As externals — in the double sense of the word — our way of seeing the militants inside Porto Marghera was 
therefore one filled with ad miration. But we also did justice to the externals, with which they kept their dis-
tance in the course of 1972, but without cooperation ceasing. Today it’s fashionable to harshly criticise the 
externals. I do not want to give in to this fashion, and for three reasons. In the first place, the years 1973-1974 
were really marked by a capitalist/trade union counter-attack, and it was, to say the least, understandable that 
the externals insisted on “harder” action, an option which lacked a basis in the real development of workers’ 
autonomy. Was it an unsolvable problem, one of those inevitable errors, which we might be able to see but 
nevertheless not be able to avoid? In the second place, the externals in Porto Marghera, the only ones with 
which we were durably in contact, always spoke to us openly. They never hid from us the criticisms that the 
internals expressed towards their own impatience: they also were honest. And in the third place, which was 
the decisive element, there was a great lack of informa tion. We knew nothing at the time about the incuba-
tion phase of workers’ autonomy in Porto Marghera, a phase which began at the beginning of the 1960s and 
concluded with the formation of the Workers’ Committee in 1967. Yet, without this phase of inquiry and con-
ricerca [“co-research”] in which workers and intellectuals collaborated, the southern peasant-workers and the 
worker-technicians of Industrial Zone I of Porto Marghera would probably never have been catapulted, in such 
an exemplary manner, into the start of the global revolutionary movement of 1967-1973.
III
We’ll take account of the importance of this phase of incubation, workers inquiry and conricerca, when I talk 
later on about our efforts to develop workers’ autonomy in West Germany. The perception of the expe riences 
of Porto Marghera, and the reflection which they gave rise to, played a very important role in the initiatives 
taken by the Proletarische Front. In this context the programmatic declaration of the Workers’ Committee of 
Porto Marghera on the refusal of work in 1970 proved to be particularly important. We became aware of it in 
the autumn of 1971, when it was distributed as a discussion document for the third congress of Potere Oper-
aio. Taking notice of this declaration could certainly not take the place of the phase of inquiry and conricerca. 
From the beginning of the social revolt in West Germany, that is to say starting in 1965-1966, many of us had 
got to know the world of workplaces in the course of work experience in the factories as part of our educa-
tion. We made contact with the young workers and with the immigrant workers. But in no case did this lead to 
a collaboration comparable in its systematic character and seriousness to the approach of Quaderni rossi or, 
after 1963, of Classa operaia as the external (to the workers) component which was inseparable from con-
ricerca. In the years 1971 to 1974 we felt the lack of this preceding incubation phase. There were no practically 
and conceptually mature internals who could have made themselves independent from us in the same way as 
Augusto Finzi, Germano Mariti, Bruno Massa, the brothers Gianni and Italo Sbrogiô or the other militants of the 
Workers’ Committee, to go towards workers’ autonomy. These worker political militants, as Toni Negri called 
them during the October meeting2, did not exist where we were, and it wasn’t possible to invent them out of 
nothing. We had nevertheless tried to do it — and we had failed. I would like to illustrate this setback by three 
examples, clearly, without any underestimation a posteriori of our little intervention group.
The first example is that of a workers’ inquiry which we began — with the help, among others, of a mili tant of 
Potere Operaio who had been sent to us — at Volkswagen  Hanover, a factory producing vans. The result of 
this inquiry was absolutely demoralising. In 1959, following a wildcat strike, more than a hundred militant work-
ers were sacked with the active participation of the Betriebsrat (works council) and the union. The employees 
— of 25,000 workers, 3,000 were women and 5,000 were first generation immigrants — were then passed 
over to the control of a social-democratic Betriebsrat supported by the management by means of extra wage 
payments in addition to the wage paid according to the general sectorial collective contract. The prin cipal en-
emy of this Betriebsrat was constituted by the multinational mass workers, the women and the young people 
who worked on the seven assembly lines. They practised a silent and informal resistance, reaching the levels of 
resistance of the Italian and French auto workers, thanks to their absenteeism and mobility. There were some 
forms of open self-organisation, but they were suppressed in a Draconian fashion. The productivity of labour 

was in free fall, and that is the reason that the Betriebsrat came to take the initiative of imposing the arrival of 
the first homogenous teams on the assembly lines, offering higher wages as an incentive to join them. It would 
have been certainly worth the effort of pursuing and deepening the inquiry. But how many years would we 
have had to do it before there appeared from the conricerca a new group of militant workers who had found 
the key for transforming silent workers’ resistance into declared revolt for antagonistic self-organisation?
I will talk more briefly about my second example. From the beginning of our inquiry we had met up with a 
group of avant-garde workers already equipped with a certain amount of experience. They had already ana-
lysed the labour process and zones of conflict in their metalworking enterprise and they therefore knew exactly 
in which place to stop production in the manner which is the most effective to obtain increases in wages and 
a reduction in working time. The worker-technicians of the Klôckner works in Bremen were already known for 
their mili tancy during the strikes of September 1969. They were happy to collaborate with us. They made use 
of our external support when they considered it as sensible and they noticed with a certain interest the exist-
ence of a neo -Marxist approach which provided a certain argued legitimacy to their desire to cause serious 
and lasting harm to the company. Up until the end of the strikes in the summer of 1973, they had succeeded 
fairly well in escaping the control of the union, by having brought under their control the company shop-stew-
ard body of IG Metall. But they did not want to definitively break with the union by creating an Autonomous 
Workers’ Committee. Finally, their affiliation to the Gruppe Arbeiterpolitik, a successor to the KPD (Opposi-
tion)3, which went back several decades, proved itself to be stronger than our Operaist offer. On this point, 
there was nothing to do, even though we had already known them very well since 1969, the year which was 
the peak of a campaign against the raising of prices of public transport.
The third example indirectly relates to the attempts by Augusto Finzi to reinforce the avant-garde workers by 
bringing them together with the groups associated with them on a local level in Political Committees, to accel-
erate the process of extension of the factory struggles towards a regional “diffuse factory”. In fact, Finzi exer-
cised a certain influence on us at the time when we participated, at the turn of 1973, in a coordination between 
various autonomous groups working above all with Lotta Continua (an organisation which had a solid founda-
tion amongst Italian migrant workers): Arbeiterkampf in Cologne, Arbeitersache in Munich, Klassenkampf in 
Switzerland and Revolutionârer Kampf in Frankfurt. Contrary to us, these groups were “entryist". In addition 
to their struggle in the neighbourhoods, for some time they sent student or ex-student militants to work in the 
assembly shops of car factories and the metalworking industry. This initiative was in contradiction with our 
approach for two reasons. In the first place, we saw ourselves as externals who cooperated with the internals 
— in the construction sites of Ham burg and in the Phoenix tyre factory in Hamburg-Harburg, for example —, 
trying to improve their possibilities for ac tion through the occupation of immigrant workers’ hostels or by inter-
ventions on the trains taking the workers on holiday, but without any attempt to tell them what to do on their 
own terrain. In the second place, we were involved in our own spheres of action. There, we were the internals 
and we were happy to benefit from the advice given by external proletarians concerning neighbourhood strug-
gles and occupations of housing, in the infirmaries in working class neighbourhoods, in the schools. And in the 
uni versity sphere within which we were ready to develop the alternative approaches of workers’ science in our 
capacity as a highly skilled segment of the new class composition. From the beginning these choices restricted 
the influence that we were able to
exercise over this important network, which published the journal Wir wollen Alles from the spring of 1973. 
We remained a foreign body inside this plurinational counter-culture, whose members differed from us “North 
German ascetics” who had very little free time, by knowing how to live and how to party well. We exercised no 
influence over the most strategic choices like those made in spring 1973, when they decided to dissolve their 
workplace intervention groups and to focus fully on the housing struggle. We protested vigorously against the 
decision to step back at that particular moment, when a new wave of multinational mass strikes was imminent 
— the last in the cycle of struggles in West Germany from 1969 to 1973. But we were not able to impose our 
position.
The consequence of these impasses in our political practice was that our conceptual approaches also re-
mained almost completely ignored. Or they were violently criti qued, as with for example our historical essay on 
the “other workers’ movement”4, written very rapidly and with too global an approach to the subject. Unfortu-
nately, the conceptual approaches from the first phase of our Operaist discourse were absent from this essay 
– because our prime concern was the subversive continuity of the cycle of struggles of the multinational mass 
worker which had just been crushed. Because of this, even today they ignore to what extent certain of our 
arguments were close to those of the section of Potere Operaio in Porto Marghera. We also considered the 
refusal of work to be absolutely central, and for two reasons. First of all because all work activity, if it creates 
value, rebels at the same time, as living labour and non-value, against its valorisation. Secondly, because the 
growing "scientificness” of the productive and reproductive process always reduces the quantity of necessary 
labour, thus creating the preliminary material conditions necessary for the elimination of work from social life.



IV
What remains from the history of workers’ autonomy in Porto Marghera? I’ve thought a lot about this question 
while preparing this presentation, and I consider that this experience represented an extraordinary moment of 
revolutionary prologue between 1967 and 1973. Because the ex perience of the Committee and the Autono-
mous Assembly conserves a very particular relevance for today. Their decisive objective — the revolutionary 
transition towards the abolition of work — has not been achieved. In a certain sense, the following genera-
tions had to start again from zero. But they can refer to the collective memory accessible in these archives5. 
I became aware of how important it is to take up inquiry again when I visited, a few months ago and in the 
presence of the former internals — today they draw their pensions and have therefore also become externals 
—, this same metalworking factory where we intervened thirty five years before. It was unrecognisable. The 
stress-causing control panels at the head-ends of the rolling-lines had disappeared, along with the last and 
life threatening places for manual intervention in the productive flow, from the steel foundries to the presses. 
Total automation has been achieved. Small groups of workers watch over production with the help of complete 
systems of sensors from inside computer rooms isolated from the noise and polluted air. These are the highly 
skilled, multilingual — here second generation immigrant — workers, and it is on the basis of a new technique 
of analysing the productive process, Total Productive Management, that the production teams are merged with 
the maintenance and repair teams. Also, is it not even more the case today that the worker-technicians, who 
drive the production cycle in relation with the workshop engineers and the computer specialists, could just as 
easily stop it or self-manage it? But this latter possibility has been systematically eradicated thanks to the same 
technological operation by which the labour of the workers has been revalorised as we’ve never seen before. 
They work in the framework of a global information network inside the Mittal-Arcelor company, which continu-
ally compares the results of their work, the costs, the damages and the recurring incidents with the corre-
sponding data relating to the other establishments on the same or on other continents. This competition even 
within the same company compels the workers to not only supply their labour power in such a way that it cre-
ates value, but increasingly to hand over their subjectivity, their vital being as non-value, to the objectives of the 
company. This also appropriates their creative capacity, their imagination and their informal structures of self-
organisation by means of regular group meetings in order to use them for the permanent optimisation of the 
production process. On the posters you can read “I am Arcelor”. In the recruiting and consultation rooms of 
the various workshops, where their position in the global productive battle is constantly displayed, TV screens 
continually show publicity videos in which directors of the company and members of the Betriebsrat talk about 
the new community of the company. This is how the hell of progress presents itself today. The discussion led 
to a strong controversy between the workers from days gone by and those of today. It is still too soon for the 
question of rupture or of a new stage of conricerca.
But the workers’ autonomy of Porto Marghera will always be there where, in the future, research is done on 
the history of workers’ struggles in the chemical industry. Also on the — external — terrain of workers’ sci-
ence we will have difficulty in considering it as having passed. Toni Negri gave the reasons for it at the Octo-
ber meeting. This is why I will restrict myself to pointing out a few comparative aspects in which the history of 
workers’ autonomy in Porto Marghera must be integrated. The “cathedrals”6 of high pressure synthesis which 
appeared at the beginning of the twentieth century and then developed ceaselessly, have always expressed 
in various ways the destructive power of capitalism. They have ruined the health of generations of workers 
and have killed a good many of them. They express the techniques of production developed in the framework 
of research into high explosives and weapons of mass destruction. This fundamental and doubly destructive 
characteristic has provoked rebellions from the start and revolts among the workers. The reply from capital and 
the state has always been, comparatively, violent. A comparative historiography must focus on this fundamen-
tal characteristic. It must follow the arc from Ammoniakwerk Merseburg (Leunawerke) in the centre of Germany 
— an important centre of workers’ revolts in 1918-22 — all the way to Porto Marghera. For all that, we mustn’t 
ignore the catastrophes of Oppau, Seveso and Bhopal7. And it should also take a look at the IG Farben plant 
at Auschwitz-Monowitz, where the process of annihilation took on a further dimension: the direct destruction of 
enslaved work machines. In Monowitz plastic polymer materials were supposed to be produced on the basis 
of hydrogenating coal, as soon as the demand of the Nazi Wehrmacht for synthetic fuels, synthetic rubber 
and poison gas had been satisfied. Augusto Finzi managed to escape the Shoah when it was extended to 
the regions of Northern Italy occupied by Germany by fleeing to a temporary camp in Switzerland. Primo Levi 
was deported to Auschwitz-Monowitz as a Resistance fighter, because his captors failed to notice that he had 
Jewish parents. The slave labourer Levi began a workers’ inquiry to find an answer to the question: “Why has 
this factory of destruction been constructed?” This preoccupied him after he was freed and for his whole life. 
He didn’t find the answer. A comparative history of the working class in the chemical industry and the struggles 
against annihilation by work must take up the thread of this investigation.

Footnotes
1. This network consisted of the groups Arbeitersache, Munich; Arbeiter kampf, Cologne; Revolutionärer 
Kampf, Frankfurt; Lotta Continua, Frankfurt; Proletarische Front, Hamburg, Bremen and Bochum; Rote Fahne, 
Saarbrücken; Klassenkampf, Zurich; Marxistische Gruppe, Erlangen. It published a monthly journal from 1973 
to 1975 in German, Italian and Greek. 
2. The author is referring to the conference in October 2007 “The 1970s. The suspended years”, organised by 
the Comitato Archivio operaio Augusto-Finzi and the Venice municipality. 
3. The KPD (Opposition), or KPO, was founded by two former leaders of the KPD (Communist Party of Ger-
many) at the end of 1928, after they were expelled from the KPD for criticising corruption within the party. The 
Arbeiterpolitik group carried on its work in West Germany after 1949. 
4. See: Karl Heinz Roth, L'Altro movimento operaio. Storia della repres sione capitalistica in Germania dal 1880 
a oggi, Feltrinelli, Milano, 1976 (“The other workers movement. A history of capitalist repression in Germany 
from  1880 to the present day”). There is an abridged version in French, only covering the period 1945-1978, 
which appeared in 1979, published by Christian Bourgois. There is no English edition. 
5. The author is referring to the Archivio operaio Augusto-Finzi, in the municipal library of Marghera. 
6. This expression designates the big chemical plants using high pressure in their manufacturing processes. 
7. “Catastrophes” which respectively took place in September 1921,at BASF killing 561 people and destroy-
ing the town; in July 1976, at ICMESA killing 193 people and 3,300 animals and in December 1984, at Union 
Carbide killing between 3,500 and 12,000 people. 



Reform of State-owned enterprises in China
Prior to China’s economic reforms of the late 1970s, the central government in Beijing exerted strict controls 
over the economy, all enterprises were publicly owned and managed, and all staff deployed according to the 
political and economic interests of the state. Enterprises were required to submit profits to the central govern-
ment, and workers’ salaries were determined by the state. In 1978, following the turmoil caused by successive 
waves of political campaigns and social unrest from the 1950s onwards, the Communist Party’s new leader-
ship under Deng Xiaoping, sought to rebuild the shattered economy by making economic reform and opening 
(gaige kaifeng) their top priority. In 1980, four coastal cities (Shenzhen, Zhuhai, Shantou in Guangdong and Xia-
men in Fujian) were designated as Special Economic Zones in order to attract foreign investment, and in 1984, 
this so-called “open-door policy” was extended to 14 coastal cities. At the same time, efforts were made to 
reform poorly managed, inefficient and wasteful state-owned enterprises (SOEs). The process of SOE reform 
has taken over two decades, and although it is now largely complete, the effects of reform are still being felt all 
over China. The reform process can be divided into three stages, progressing from mild changes to fundamen-
tal overhaul. 
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1. Stages of reform

The first stage: management reform, 1978-1984

The initial attempt to increase economic incentives for SOEs was to give management greater autonomy. 
In October 1978, the Sichuan provincial government, spearheaded by future Party Secretary Zhao Ziyang, 
launched a pilot project to expand enterprise autonomy in six selected enterprises. Instead of submitting all 
profits to Beijing, these enterprises were allowed to keep a proportion of their profits, and when they produced 
more than the state-set quota, they were free to use that profit to re-invest in production and technical innova-
tion, provide workers and staff with individual bonuses and collective welfare, or to use the profit to maintain a 
reserve fund. Following the success of the pilot programme, in July 1979, the State Council released a series 
of documents, such as the Provisions on Enlarging the Decision-Making Ability for the Operation and Man-
agement of State-Run Industrial Enterprises, to encourage local governments to implement similar projects 
designed to increase economic incentives for SOEs. By the end of 1979, about 4,200 enterprises nationwide 
were selected for this new programme. In 1980, the experiment expanded to include 6,600 large- and medi-
um-sized SOEs, which accounted for 60 percent of the national budgeted industrial output and 70 percent of 
national industrial profits.1

The second stage: The Dual Track System, 1984-1992

The next stage of reform was marked by the promulgation of the Provisional Regulations on Expanding the 
Autonomy of Enterprises in May 1984. Under the new provisions, if they exceeded their production quotas, 
enterprises were allowed to sell their products outside the state plan at as much as 20 percent above the 
state price. This was referred to the Dual Track (Plan and Market) System.  In terms of personnel management, 
enterprises were allowed to appoint technical and mid-level staff and to hire or fire middle-level administrative 
staff, to offer rewards and bonuses, and to establish direct links with suppliers. At the same time, profit tax was 
introduced to replace profit remittance. However, enterprises still didn’t have the freedom to recruit or terminate 
staff simply based on business considerations.

In the next few years, further market-orientated reforms were initiated with the promulgation of the Regulations 
Concerning Deepening Enterprises Reform and Increasing Vitality of Enterprises, issued in 1986, and Provi-
sional Regulations Concerning the Contract Operational Responsibility System in State-owned Industrial Enter-
prises, issued in 1988.  In this stage, traditional administrative relations between the state and enterprises were 

replaced by contractual relations, such as the Contract Responsibility System, the Share System, the Capital 
Assets Management Responsibility System, and the Leasing System.

Third stage: ownership reform, post-1992

Between 1988 and 1992, SOE reform slowed due to concerns about the social and economic impact of re-
form, such as high unemployment, increases in the cost of living, and political unrest.  However, the economic 
performance of the majority of SOEs remained at a very low level. For example, in Zhucheng city, Shandong 
province, 103 of the 150 SOEs were running at a loss at the end of 1992, with total losses amounting to 147 
million yuan – equivalent to the municipal government’s entire revenue for 18 months.2 It was not until Deng 
Xiaoping’s now famous Southern Tour in early 1992 that the reform process got back on track. Deng called 
for an intensification of reform and urged officials to think less about ideological correctness and more about 
economic development. In Deng’s own words: “It doesn’t matter if a cat is black or white, as long as it catches 
mice, it is a good cat.” 

In July 1992, the government issued Regulations on Transforming the Operational Mechanism of State-owned 
Industrial Enterprises.  These regulations allowed inefficient, under-performing enterprises to completely over-
haul their structure. The government also allowed some SOEs to be leased or sold to the public or the employ-
ees.

As with other reforms, change of ownership was first carried out at the local level before it was adopted and 
promoted by the central government. The first SOE change of ownership occurred in 1986, when three people 
put up 34,000 yuan as collateral to lease the Wuhan Motor Engine Factory. In the same year, private share-
holding was introduced in three Guangzhou based SOEs where the employees bought 30 percent of their 
firms’ shares. In May 1988, the State Council issued regulations on the leasing of small SOEs, which officially 
established the legal grounds for this practice. In 1990 and in 1991 respectively, the Shenzhen Stock Ex-
change and the Shanghai Stock Exchange opened, enabling a limited number of SOEs to issue shares to the 
public.

In 1995, ownership reform was significantly accelerated when the central government decided to retain the 
ownership of between 500 to 1000 large-scale SOEs and to allow smaller SOEs to be leased or sold (zhuada 
fangxiao).  In 1997, the 500 largest state firms held 37 percent of the state’s industrial assets, contributed 
46 percent of all tax revenue from the state sector, and generated 63 percent of the state sector’s profits. 
By 1998, a national survey showed that one quarter of China’s 87,000 industrial SOEs had restructured and 
another quarter planned to restructure in some way.  Among the restructured firms, 60-70 percent had been 
partially or fully privatized. By the end of 2001, 86 percent of all SOEs had been restructured and about 70 per-
cent had been partially or fully privatized.3 The number of SOEs fell from 64,737 in 1998 to 27,477 in 2005. At 
the same time, industrial output increased (Statistics: Number of SOEs and industry output 1998-2005).
As the public sector shrunk, the private sector expanded. The number of private enterprises increased from 
440,000 in 1996 to 1.32 million in 2001, 16.9 percent of all enterprises to 43.7 percent.4 The public sector’s 
share of all industrial output dropped from73.4% to only 11.1% between 1983 and 2003 (Statistics: Percent-
age of SOEs in all industry output 1983-2003).5

SOE reform improved economic performance, but it also created serious social problems. From 1998 to 2004, 
six in ten SOE workers were laid off.6 The proportion of SOEs employees in all employment also dropped from 
16 percent in 1994 to eight percent in 2005 (Statistics: Percentage of SOE workers in all employment).  Based 
on Ministry of Labour and Social Security (MOLSS) figures, 21 million workers were laid-off from SOEs be-
tween1994 and 2005 (Statistics: Yearly increase of laid-off workers), and when laid off workers from collective 
enterprises were included in the calculations, the total number increased to 30 million laid-off between 1998 
and 2004.7

Although the most intensive phase of SOE reform has passed, reforms designed to improve economic perfor-
mance continue. In 2006, the State Council’s Development and Reform Commission estimated that in the next 
three years, a further 3.6 million SOE employees would be laid off and another 3 million employees would be 
redeployed amidst the restructuring of subsidiary businesses.8



2. Re-employment of SOE workers

In attempt to mitigate the potentially serious social and economic problems caused by mass lay-offs, local 
governments adopted a number of methods to encourage re-employment. When SOEs were sold, buyers 
were required to sign a contract arranging for the redeployment of employees. Government funds, such as the 
state asset exit fund and the SOE bankruptcy provisional fund, were established to finance compensation and 
re-deploy workers. The funding usually came from the transfer of ownership rights, sale or lease of state assets. 
The government would also offer discounts, and in some extreme cases the free transfer of ownership rights, in 
return for the new owner’s commitment to redeploy more workers.  In some cases, the government would pay 
extra subsides to cover the redeployment of employees. In addition, tax holidays were offered to former SOE 
employees starting their own business who hired laid-off workers. Yet, despite all these preferential policies, 
new owners often complained that the discounts were insufficient, while workers complained that state assets 
were being sold too cheaply and suspected widespread corruption.9 Re-employment centres were established 
to assist laid-off workers to find jobs and to distribute monthly subsidies.  Yet, despite these efforts, the re-em-
ployment of laid-off workers through official channels never reached one hundred percent, and by 2003 it had 
decreased to just 30 percent (Statistics: Yearly decrease of laid off workers through reemployment 1998-2005). 

3. Compensation

According to China’s Labour Law, employers should “give a certain amount of economic compensation to 
employees made redundant, according to the relevant provisions of the State” (Article 28). But there was no na-
tional standard to decide the exact amount of compensation that workers were entitled to, and very often, how 
much the laid-off workers received depended on the bargaining power of the workers and on the resources 
available to enterprises and local governments. For example, the 2,400 laid-off workers of the Inner Mongolia 
No. 2 Machine Factory received only 6,000 to 12,000 yuan in compensation; whilst laid-off oil workers at China 
Petrochemical received on average around 100 000 yuan each.10
 
According to a survey by Garnaut, et al (2006) of 11 cities across China, most workers received a redundancy 
package equivalent to three years’ salary. However because workers usually had to contribute to their own pen-
sion and insurance schemes, after these contributions were deducted, they only received a small proportion of 
their designated compensation. In enterprises with limited resources, poor or corrupt management, it was not 
unusual for laid-off workers to get no compensation (See CLB news article “Elderly females workers demand 
their rightful redundancy and pension benefits”). This was especially common in provinces with a high concen-
tration of SOEs, such as Liaoning, Heilongjiang, Sichuan, Chongqing and Hebei, where traditional heavy indus-
tries were based. Many workers were cheated or coerced into giving up their jobs for only a meager sum of 
money, and in these cases, dissatisfaction and resentment spilled over into large-scale protests and unrest (See 
CLB research reports on the workers’ movement). 

In addition to one-off compensation payments, laid-off workers were entitled to a monthly subsidy (the basic 
living subsidy, BLS) for up to three years as a transitional arrangement with their enterprise.  When this period 
expired, they were transferred to unemployment insurance (UI) for up to another two years. The BLS level was 
lower than the minimum wage, but higher than the UI level. If a worker failed to get a job after five years, and 
their family income fell below the minimum standard of living benchmark set by the local government, they were 
transferred to means-tested income support benefit. By 2004, all laid-off workers who no longer had an em-
ployment relationship with their former employers, were transferred directly to UI.  

In an attempt to further clarify severance compensation levels, the Labour Contract Law promulgated in 2007, 
clearly states: “An employee shall be given economic compensation based on the number of years they have 
worked for their employer at the rate of one month’s wage for each full year of employment.” (Article 47). The 
Labour Contract Law provides a legal basis for how severance packages should be calculated, but, given that 
all too often laws are not effectively enforced in China, how much protection this new legislation will provide 
workers remains to be seen. 
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