‘Chinese economy may matter more
- to B.C. than to the rest of Canada

China is moving away from sunple low—cost products to more advanced manufacturing

By NICOLAS SCHMITT |

he Paralympic Games in Bej-
jing are now complete and the -
images that have come from -

China since August are show-

inga cmmtry that is moving l‘orward at N

atapid pace. .

We knew this already, at léast inan -
. abstract way, from the financial reports: *
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* have contributed to social peace. .

“The recent study.by two American
cholars has shown that despite falling
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ot surprisingly, the rich spent
uich higher fraction of their income
g services, including financial ser-
fees; personal cate of services associ-

ted with leisute and culture; And the

 rich pay 4 muich lower fraction of their . ,f"p
-+ iricome on products such as food, .

.~ ¢lothing of footwear.

It matters because prices have
increased a lot on services and they
have generally fallen on many con-

- sumer products. When this difference

is taken into account, the significance-

_of the rise in inequality between rich

and poor in the U.S. that has taken
place over the last decade is reduced

f . dramatically. -

But why have prices of services and

of these consumer products evolved

differently? Precisely because a lot of
the products consumed by the poor are
coming from China. Indeed, an

i astounding 18 per cent of all U.S.
imports from China end up on the -
-shelves of Wal-Mart alone.

Some might argue that even f this is
true. the increase in income inequality

* is simply due to outsourcing jobs to
“China and is thus caused by globaliza-
- tion itself. Globalization has undeniably
. increased the-demand for skilled labor
_-around the world. The new book
; Unequal Democracy, by Larry Bartels,
‘shows in no uncertain terms that gov-
*“ernment domestic policies éritically
. influence how income distribution
evolyes in a country, Simply put, since .
-the Second World War, income

inequalities have on average increased
when the Republicans were in power

| and decreased with the Democrats. For

income inequality, like for many other
things, it is a matter of choice, not of

- economic fatality, ‘ .
These two examples show that eco-

_ nomic ties with China have already had

“deep effects on North American con-

sumers and they are evolving rapsdly It
is only the beginning,
What does this mean for Westem

+,- Canada? Only economic benefits and

more activities? What does this mean
for Vancouver and the mix of jobs in
the Lower ‘Mainland in 10 to 20 years?
" A better understanding and knowl-
edge of these and many other econom-
‘ic forces that are mkmg Canada and
B.LC. to China and Asiaare essential,
especially in Vancouver, the Canadian

» gateway to the Pacific,

~Thisis in part why Simon Fraser Um

~ cyersity, through its department of eco~
i+ *-*nomics, and the Asia-Pacific Founda;
‘tionate in the process of setting up the
" Jack Austin Chair in Asian Econormies.

Itis only a small step. But; right now,

" there is simply not enough general
- awaréness or research or puhhc dabate

on these issues.

7~ Moreover, we should not wait for

ttawa to do this for us. It should take
tace here.
* Nicolas Schmitt is « prafessor of eco-

 nomics at Simon Fraser University,




