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We have come to accept that trade among nations has been an important factor in
producing the wealth of the modern world. And certainly, trade has added to and remains
a critical source of prosperity.
However, the trading system that developed in the post-Columbus era with Western
nations in the lead was from the start an unequal system based on the colonial
asymmetric power relations that the West’s superior military power imposed on the
world.

The world’s currently largest container ship entering harbour

As globalization has taken hold, new structures of asymmetric relations have been
developing. Modern trade is increasingly conducted by a relatively small number of
multinational corporations, often as trade between divisions located in different
countries of the same corporation.
A main objective of much of modern trade is to take advantage of economic
differentials between nations, in particular differences in wages.

Zhengzhou - site of a new Foxconn factory employing 100,000 workers.

Since the mid-1980s, the corporations engaged in consumer goods sectors
have moved most of the West’s consumer goods manufacturing capacities to
China, where low labour costs have been exploited to the tilt by the
creation of a vast large-scale factory system, where underpaid worker
bunched together in crammed dormitories toil under conditions resembling
conditions in the early period of Western industrialization.

Abandoned Packard plant in Detroit

After manufacturing moved to East Asia, where estimates suggest that 70%
of all consumer goods now are produced, Western manufacturing is
disappearing. The pressure this has created on workers has squeezed many
to accept low-wage jobs. The claim that outsourcing free resources for more
productive and advanced industries has not occurred on a scale anyway near
what would be needed to maintain employment and average wage levels.

Social cost of externalities

It is important to understand the mechanism of social costs. In an
economy where firms are able to free ride and escape the cost of
activity externalities, sales prices will be lower and consequently sales
quantities higher than socially desirable. Economic externalities are often
connected to pollution, etc. In reality, all economic activities have
externalities and thus social costs.

Souvenir shop, Westport, Ontario. In such shops almost all items are
made in China, with a few from other LC countries. Made in Canada,
you have to be lucky. A major social cost of globalization is that
incomes from local creative arts and handicrafts have been killed off.

An aspect of how the modern economy creates social costs is the globalized
sourcing system that corporations have built up. We saw how exploitation of
Chinese workers has reverberated as job losses and downwards pressure on
wages in the West. Since unregulated markets under globalization are
trending towards the lowest common denominator, another social cost is
the disappearance of quality hand made goods and unique art handicrafts.

Shanghai c.1985

China started its switch from under-developed Maoist isolation to export-led
development strategy with a vast cost advantage. This cost advantage has been
assiduously boosted by a number of state-directed strategies: Currency
manipulation, large-scale government approved if not directly directed
technology thefts, and allowing foreign corporations and their contractors to
build up a vast manufacturing system, based on systematic exploitation of
desperate workers migrating to the cities from poor agricultural districts.

Same angle. Shanghai’s new financial hub across the river from the old centre.

At the start of the expansion, China’s economic policies were focused on
internal development. However, today it is sitting on a war chest of US$3.5
trillion in foreign exchange reserves, which its export success has created. It
is increasingly eyeing foreign expansion, in particular into countries that can
alleviate its need for resources. Canada’s oil sands has naturally also caught
the attention of the Chinese, as the Nexen acquisition by a Chinese state
corporation last February proved. Expect to see a lot more like this.

Signing of the Canada-China FIPPA in Vladivostok, Oct. 2012

The Chinese thirst for Canadian oil comes at a welcome time for Harper,
whose economic policies sees the Alberta-based Canadian oil industry as a
major asset. The Obama administration, which recently raised its long-term
forecasts for the social cost of extracting and burning oil appears increasingly
unlikely to approve the Keystone pipeline. Compensating for that, if Harper can
find a way to get the oil across the Rockies and to the Pacific coast, the
Chinese are not only ready to buy all the oil that Canada can ship, but also to
invest in the oil sands and infrastructures in order to speed the process up.

18th Congress of CCP, Nov 2012. The Hammer and Sickle is still there, but
Chinese workers are as downtrodden as in the worst capitalist countries.

What kind of place is China, now touted as such an essential economic
partner that we need to conclude a trade treaty that has binding supranational investor protection clauses? It is a country under tight political
control, legitimized as the ‘dictatorship of the proletariat’. Under this banner,
a new class society with extreme inequalities has emerged. Its elite is a
mixture of quickly rising entrepreneurs, who has profited from the free
enterprise system, and the upper crust of the party elite, who at all turns
siphon wealth off from the enterprises, state and private alike.

China has a pervasive system
of media Internet control

It is true that in particular the Internet has brought some modicum of open
public opinion spaces to China, and on certain matters the press is able to
investigate and raise critique. But as soon as critique gets too close to the
power system, or openly contravenes official positions, it is blocked out.
More insidiously, journalists and Internet users are still sentenced to “reeducation through work” camps with troubling frequency.

The political structure in control of government is still mainly build up by a
self-selective party system, a heritage of the Soviet era. The power struggles
within this system only rarely surface, but an exception was the recent trial
of politbureau member, Bo Xilai, a contender for the system’s top posts
known to oppose the sacrifice of workers on the alter on neoliberal policies.
Besides the usual charges of corruption and bribery, the case involved the
alleged murder of a British businessman by his wife!!

A forgotten hope: True democracy on Tiananmen Square, May 1989.

The Chinese system of political selection ensures that only people who are
extremely tough political operatives rise to the top. These attitudes spill
over to the way they steer China’s foreign policy, where positions to
international relations and conflicts situations often are uncompromising.
Moreover, self-capture of the long-standing anti-Western rhetoric
(increasingly converging on the farcical, considering actual internal
neoliberal trends) means that China struggles to participate with a positive
role in international politics and conflict resolutions.

With long-term economic interests at stake, it is grossly naive to assume that
FIPPA will smooth the way for Canadian interests in China in any meaningful
way. This far there is little evidence that foreign companies can effectively
protect their interests through the Chinese highly politicized courts.
Moreover, Chinese investments in Canada is already double of Canada’s in
China, an imbalance that only is going to rise when Chinese oil investments
rise. Thus, the real winners will be Chinese state energy corporations.
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