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After World War II, and the rise of socialism, it became a political imperative to improve workers’ incomes. However, as 
the world moved from socialism in the 1970’s and 1980’s to globalisation, US average per capita income growth has 
slowed from 10% a year to around 3% a year. 
 

 
 
US food inflation showed a similar dynamic:  
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“If Chinese policymakers are looking 
to promote growth, they could look 
at the US in the 1930s for ideas.” 
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The transformation of China from a socialist to a capitalist economy has been one of the most fundamental changes of the 
last thirty years. In the 1990s, everything was cheaper in China, and as a rule China industrialised through export led 
growth. In recent years, Chinese export growth has slowed appreciably, and from a political point of view, growing 
exports to the Western World looks problematic.  

 
 

 
 
 

For Chinese policymakers looking to promote growth, they could look at the US in the 1930s for ideas. Solving for 
the slow growth of the Great Depression, policy makers focused on raising wages via strong unions, trust busting and 
minimum wage increases. Ever since, US Food CPI and minimum wages have followed each other closely.  
 
 

 
 
 

In the 1930s, the US was the dominant economic power, if not quite the superpower it is today. In 2020, China is in many 
ways the dominant economic power, but not quite the superpower. Like the US, China is too big to export its way to 
growth, which leaves only one option to grow, which is to promote domestic consumption. Minimum wages and food 
inflation have risen much more sharply in China than the US. Food prices have tripled since 2001, and the minimum 
wage is up 5 times. Over the same period, the US has seen a 50% increase in minimum wages, and a 22% increase in food 
prices.  
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The implication would be that food prices would be more likely to rise in China than in the US. If we look at corn, the 
largest and most traded of the grains, it has been trending above US prices since 2013.  
 
 

 

 
Despite higher prices for corn in China, it was a net exporter of corn as recently as 2006, and only in the last year has 
China become a large importer of corn.  
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It is also noticeable that Chinese authorities are beginning trustbusting actions against its erstwhile tech champions. While 
food inflation and wage inflation are highly correlated, it is very hard for the West to conceive of wage growth driving 
food inflation. But if we focus on Chinese wage growth driving food inflation, then the story becomes easier to see. The 
interesting question will be whether food inflation emanating from China is enough of a shock to drive wages higher in 
the West.  
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