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Abstract: The research aims to analyze the national income function of the United States and China, 

considering them the most influential countries in the trade system. It also analyzes the factors 

behind the development of the Chinese economy over the past few decades. A time series of national 

income variables for both countries, spanning from 2000 to 2019, was reviewed. The researchers 

constructed a linear model to estimate both functions using the linear model. The research 

concluded that China's commercial dominance on the international stage is the result of several 

factors, including China's implementation of a planned market economy that combines the 

advantages of capitalism and socialism, as well as the Chinese government's complete control over 

economic management. Additionally, the flexibility of China's production system and its response 

to the devaluation of the local currency, the yuan, played a role. However, despite this, the 

dominance of the U.S. economy in international economic activity remains paramount due to the 

vast scale of economic operations and activities conducted by the United States. 
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Introduction 

The United States has dominated the global economy for more than 

seventy years, relying on free industries and investments, and attracting 

massive capital inflows. Additionally, it benefits from its currency, the 

dollar, which is considered an international standard currency. By 2023, the 

U.S. accounted for approximately 26.3% of global production. However, 

this commercial dominance has begun to show a trade deficit, particularly 

due to the increased commercial competition from East Asian countries, 

especially the Chinese giant, which holds about 17% of total global trade. 

Looking back at China's recent history, particularly in 1978 when 

Deng Xiaoping came to power, his policies that combined capitalism and 

socialism under the term "planned market economy" astonished the world. 

These policies encouraged foreign investments in China, which were 

previously considered a crime due to the strict adherence to the communist 

socialist principles upheld by the late Chinese President Mao Zedong. 

China's economic rise has amazed the world, and Deng Xiaoping's 

prediction that China would be among the advanced nations within 25 

years had a significant impact on Chinese policy. This continuous economic 
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growth has elevated China's status as a key trade partner in global 

commerce, reflected in repeated trade surpluses, while the U.S. has faced a 

continuous trade deficit. 

This situation has raised concerns in the United States, which strives 

to maintain its leading and influential position in the international system, 

especially with China's entry into competition with major international 

powers in areas such as space, cyber warfare, and the production of 

advanced and strategic weapons. China's success in establishing a 

transcontinental international economic network further exemplifies its 

growing power. 

The growth of the Chinese economy can be attributed to the ability 

of its markets, particularly the labor market, to respond to the currency 

wars it wages against its international trading partners. China's monetary 

policy frequently devalues its currency, the yuan, according to its economic 

indicators, which lowers the costs of Chinese industries. This devaluation 

is effective due to the labor market's adaptation to lower real incomes, 

which other trading partners struggle to match. Thus, in this research, we 

will economically analyze the U.S.-China national income function to track 

the economic developments of the function's variables. 

 

Materials and Methods 

Numerous reference studies have addressed the economic 

transformations in global trade and the rise of China as an economic 

superpower amidst the declining growth of U.S. foreign trade. We will 

review some of these studies. 

The study titled "The Chinese-American Economic War in the 

Trump Era"(1) by researcher Nazir Mahmoud Jalikhani highlights the rapid 

rise of the Chinese economy and the factors behind its success, presenting 

a historical sequence of events and factors that led to China's economic rise 

amidst the declining growth of U.S. international trade. The researcher 

concluded that cultural and social factors of Chinese society played a 

fundamental role in the rise of the Chinese economy, alongside China's 

trade relations with various countries and major alliances with key players 

in international trade. 

In contrast, Hamid Al-Jamili's study "Elements of Strength and 

Weakness in the American Economy with a Special Reference to American 

Debt"(2) aimed to analyze the strength of the U.S. economy, being the 
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world's largest in terms of GDP and a significant contributor to financial 

markets, as well as the dominance of the U.S. dollar as a trade standard and 

global reserve currency. The study also focused on the main weaknesses of 

the U.S. economy, including high debt levels, decreased demand for 

American technology, and the dependency of U.S. industry on exporting 

military equipment, or what is known as the U.S.-Russian arms race, which 

has negatively impacted U.S. foreign trade indicators. 

**Additionally, the study by researcher Ahmed Farouk Abbas titled "The 

Development Experience in China – Reality and Challenges"(3) aimed to 

analyze the factors that led to the rise of the Chinese economy, especially 

after 1978, and the key foundations of this experience in the context of 

international competition. The researcher concluded that the Chinese 

experience went through two phases: the first phase (1949-1978), during 

which the teachings of socialist-Marxist economics were applied, resulting 

in some tangible progress; and the second phase (1978 onwards), which saw 

China opening up to the outside world through the adoption of a planned 

market economy, combining the advantages of capitalism and socialism, 

marking the true launch of the Chinese economy. 

Dr. Mohammed Muthar Saleh's study, "Evaluation of the Economic 

Disparity Between the U.S. Trade Deficit and the Chinese Trade Surplus," 

(4)evaluated the determinants and potentials of the U.S. external trade 

deficit and the Chinese trade surplus in the context of exchange rate and 

interest rate fluctuations. The researcher concluded that balancing the trade 

deficit and surplus areas is essential for achieving global harmony and 

peace, promoting the concept of fair globalization. 

**2- The Concept of the National Income Function and International 

Trade** 

International trade is of immense importance as it is one of the most 

vital sectors for any economic community, whether advanced or 

developing. Foreign trade links countries and communities together and 

helps expand marketing capacity by opening new markets for a country's 

products. It also increases national welfare by broadening the range of 

choices for consumption, investment, and overall allocation of productive 

resources. Furthermore, it serves as a crucial indicator of a country's 

productive capacity and competitiveness in the international market, as its 

indicators are related to available productive capabilities, export capacity, 

export revenues, import capacity, and the impact on a country's foreign 

currency reserves, thereby affecting the trade balance.There are also close 
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relationships between foreign trade and economic development, which 

result in higher national income levels, affecting the volume and pattern of 

international trade(5). Changes in international trade conditions directly 

influence the structure and level of national income.International trade 

theories focus on analyzing the foundations of trade and addressing the 

most pressing question: why does trade occur between countries? They 

explore historical literature that has attempted to answer this question. 

Another key question is: what is the gain from international trade, and how 

is this gain distributed? on the terms of trade, thereby determining the rate 

of international exchange. On the other hand, the analysis of trade policy 

examines the reasons why countries impose restrictions on their 

international economic transactions, such as tariffs and import quotas, and 

their impact on the balance of international payments and the overall 

welfare of society. It also considers the global trend towards protectionism 

and its effect on the economies of various countries amidst intense 

international competition.  

International trade is defined as all import and export operations 

conducted by a country, whether visible or invisible(6). It encompasses the 

commercial exchange activities of goods and services between different 

countries to achieve mutual benefits, distinguishing it from domestic trade 

that occurs within the borders of a specific country(7). 

International trade is also defined as the exchange of goods and 

services between countries, as well as between companies and individuals 

at the international level. More broadly, it can be described as the system of 

commodity and monetary relations comprising the total external trade of 

all countries worldwide. It can be conducted by ordinary individuals, legal 

entities, governments, and various international companies on a global 

scale(8). 

Results and Discussion 

**1- Analysis of the U.S. National Income Function** 

The United States is distinguished by having the strongest economy 

in the world, one that numerous trade alliances have not been able to rival. 

The primary reason for its economic power lies in its liberalism or reliance 

on a free-market economy based on free investment and commercial 

competition. The U.S. is the world's leading nation in terms of gross 

national product (GNP), which reached approximately $14.072 trillion in 
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2006, equivalent to 30% of the global GNP(9). Additionally, the U.S. 

economic growth rate was around 3.2% in 2007. 

Looking back at the historical trajectory of the U.S. economy, 

particularly after the end of World War II in 1945, the United States adopted 

a financial strategy aimed at reintegrating the global economy by imposing 

a form of the international monetary system and asserting its influence at 

the Bretton Woods Conference. During this conference, it established 

several key institutions for the international economic system, such as the 

International Monetary Fund (IMF), the World Bank, and the General 

Agreement on Tariffs and Trade (GATT). At the same time, it ensured its 

dominance over these international institutions to serve its economic 

interests. 

What helped solidify this strategy was that these institutions, which 

control the international economy, tend to embody the principles of a 

liberal free market, aligning significantly with the tendencies and 

orientations of American society and the American liberal ideology. 

Despite economic considerations being the main focus in decision-making 

within these organizations, the United States has often managed to base the 

decisions of these organizations on political considerations to serve its 

broader interests and to confront countries with policies contrary to those 

of the U.S. For instance, the U.S. prevented aid to Chile between 1971-1973, 

and the World Bank refused any aid to Vietnam in 1979 

Additionally, the strength of the United States in managing these 

organizations stems from its voting power, holding approximately 17.73% 

of the total votes in the World Bank, compared to Japan's 6.18%, even 

though Japan has the second-largest share in the bank. To understand the 

strength and size of the U.S. economy(10), we refer to the data in the 

following table: 

**Table (1) Variables of the U.S. National Income Function** (Billion current U.S. dollars) 
**Source:** World Bank, World Development Indicators, United States, various years. Available at [link]  

https://data.albankaldawli.org/country/united-states?view=chart 

G.R M G.R X G.R I G.R G G.R C G.R Y years 

 1.452  1.096  2.804  1.437  6.762  10.38 2000 

-0.05 1.375 -0.06 1.024 -0.04 2.692 0.06 1.537 0.04 7.065 0.03 10.743 2001 

0.02 1.406 -0.02 0.998 0.00 2.705 0.06 1.645 0.03 7.342 0.02 11.054 2002 

0.08 1.524 0.03 1.036 0.04 2.816 0.05 1.746 0.05 7.723 0.04 11.53 2003 

0.15 1.778 0.12 1.17 0.07 3.037 0.05 1.852 0.06 8.212 0.06 12.313 2004 

0.12 2.008 0.10 1.305 0.05 3.207 0.05 1.962 0.06 8.747 0.06 13.169 2005 
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0.10 2.227 0.12 1.472 0.03 3.305 0.05 2.073 0.05 9.26 0.06 14.072 2006 

0.06 2.371 0.12 1.66 -0.01 3.252 0.05 2.198 0.04 9.706 0.03 14.543 2007 

0.07 2.561 0.10 1.837 -0.06 3.05 0.06 2.352 0.02 9.976 0.009 14.684 2008 

-0.25 1.987 -0.15 1.581 -0.1 2.543 0.03 2.43 -0.01 9.842 -0.01 14.398 2009 

0.17 2.375 0.15 1.846 0.09 2.809 0.03 2.51 0.03 10.185 0.04 15.126 2010 

0.12 2.698 0.12 2.102 0.04 2.928 0.00 2.511 0.04 10.6411 0.04 15.832 2011 

0.02 2.773 0.04 2.191 0.07 3.152 0.00 2.515 0.03 11.006 0.05 16.67 2012 

-0.00 2.76 0.03 2.273 0.04 3.3 0.00 2.532 0.02 11.317 0.02 17.175 2013 

0.04 2.876 0.04 2.371 0.04 3.445 0.01 2.565 0.04 11.822 0.05 18.057 2014 

-0.03 2.771 -0.04 2.265 0.04 3.618 0.01 2.607 0.03 12.297 0.03 18.704 2015 

-0.01 2.719 -0.01 2.227 -0.00 3.585 0.02 2.66 0.03 12.769 0.01 19.045 2016 

0.06 2.901 0.06 2.374 0.03 3.704 0.03 2.742 0.04 13.34 0.04 19.83 2017 

0.07 3.119 0.06 2.528 0.05 3.917 0.05 2.891 0.04 13.993 0.04 20.837 2018 

-0.00 3.105 -0.00 2.514 0.02 4.001 0.03 2.995 0.03 14.544 0.04 21.69 2019 

 

From the data in Table (1), we observe the upward trend in national 

income values. The total national income was $10.38 trillion in 2000, rising 

to $15.126 trillion in 2010 with a growth rate of 4%. This upward trend 

continued until 2019, when the national income reached $21.69 trillion, 

maintaining a growth rate of 4%. 

Regarding total consumption values, which registered the highest 

share of the national income, we note a steady increase during the period 

under review. Total consumption was $6.762 trillion in 2000, rising to 

$10.185 trillion in 2010 with a growth rate of 3%, and continued to increase, 

reaching $14.544 trillion in 2019 with a growth rate of 3%. 

National expenditure also showed an increase during the period 

under review, albeit with fluctuating growth rates. Expenditure was $1.437 

trillion in 2000, rising to $2.51 trillion in 2010 with a growth rate of 3%, and 

reaching approximately $3 trillion in 2019 with a growth rate of 3%. This 

increase in U.S. public expenditure is linked to heightened competition in 

the U.S.-Russia military race and increased allocations for space sciences. 

Regarding total U.S. investments, which characterize the nature of 

the U.S. economy, total investment returns remained between $3-4 trillion. 

In 2019, total investment was $4 trillion, reflecting the large scale of U.S. 

investments. Total export revenues also experienced significant expansion, 

with export revenues of about $2 trillion in 2000, increasing to $1.846 trillion 

in 2010 with a growth rate of 15%, and continuing to rise to $2.514 trillion 

in 2019. 

In terms of imports, the U.S. economy imports raw materials and 

electronics, especially from Chinese companies, which are integral to 

various industries. Imports amounted to $1.452 trillion in 2000, rising to 
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$2.375 trillion in 2010 with a growth rate of 17%, and further increasing to 

$3.105 trillion in 2019. 

U.S. Commerce Secretary Carlos Gutierrez attributed the growth in 

U.S. exports to free trade agreements, stating, "Although countries in free 

trade agreements account for only 7.3% of the world's total GDP, exports to 

those countries make up 42.5% of U.S. exports." 

 

 

 

 

 

 

 

 

 

**Figure (1) Variables of the U.S. National Income Function** 

**Source:** World Bank, World Development Indicators, United States, various years. Available at [link]  

• The figure was prepared by the researcher based on the data from 

Table (1). 

2- Analysis of Chinese National Income Variables 

The Chinese economy has witnessed tremendous growth over the 

past three decades, but an important shift in growth pattern occurred 

during the global financial crisis. However, the Chinese economy has been 

able to absorb financial crises because of its high investment rates, with 

investments accounting for about 41.5% of the Gross Domestic Product 

(GDP). These investments have led to an increase in housing, 

manufacturing capacity, and infrastructure such as roads and railways. The 

current account surplus rose to more than 10% of GDP. In the six years 

following the global crisis, the external surplus decreased to between 2% 

and 3% of GDP. Each sharp decline was accompanied by an increase in 

investment, resulting in a reduction in overall demand of almost 50% of 

GDP in recent years. 
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The growth has been impressive compared to the rest of the world, 

but what was astonishing was that the growth rate slowed to less than 8%, 

which is more than 3 percentage points lower than the pre-crisis period. 

Consequently, China has recently resorted to much higher investments to 

grow larger than in the past. This growth pattern reveals three problems. 

The first problem is the slowdown in technological progress, measured by 

the growth of total factor productivity. Total factor productivity measures 

the volume of output obtained, and secondly, the decline in the marginal 

output of capital requires more and more investment to achieve higher 

growth. The actual indicators of this decline in capital productivity are 

manifested in vacant residential apartments, unused airports, and idle 

factories in important manufacturing sectors such as steel - excessive 

investments generate little added value to GDP, especially household 

consumption, which declined and constituted only about 34% of GDP.  

The experiences of Japan, Korea, and the Chinese province of Taiwan 

provide some useful historical guidance on the current stage of 

development in China. When these economies were at this level of per 

capita GDP share, in the 1970s and 1980s, their investments accounted for 

35% of the world's total by global standards, and the economies of Asian 

countries were witnessing production growth, so they were growing at the 

same rate as China now, but with less capital. These countries tended to 

have a current account deficit at that stage of development, moving to a 

decline in investment and a gradual decline in returns on capital, and from 

there gradually shifted from deficit to surplus in the trade balance. The 

average consumption rate of household living standards in that stage was 

about 52%, 18% higher than the current rate in China. However, Chinese 

leaders are aware that the country faces a challenge and they must 

rebalance by reducing the investment rate and stimulating consumption at 

the same time. The third session presented a series of reforms to stimulate 

innovation, curb excessive investments, increase household income, and 

consumption(11). 

Several factors have contributed to the rise of the Chinese economy, 

the most important of which are: 

1- Unemployment wages: The labor market in China responds to prevailing 

wage levels, given its large population. This situation has led to an 

increase in profit margins and attracted foreign direct investment from 

American, European, and Japanese companies. 
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2- Female participation in the workforce: The workforce in China is 

characterized by a higher female participation rate than the average in 

the manufacturing industry. China's one-child policy has led to women 

participating in childcare for a shorter period, enabling them to enter the 

labor market. 

3- Political System: The implementation of planned economic policy has led 

to state control over economic activity and thus control over decision-

making processes. Since 1953, the government has followed a series of 

five-year plans, reflecting China's transition to a socialist market 

economy, during which it has been able to enact any necessary reforms. 

4- Strong Leadership: Strong leadership by the head of state is a crucial 

factor in economic success, especially as China began to move away from 

centralized authority in decision-making and planning since 1978. 

5- Export-Led Growth: Implementing import substitution strategy in 

addition to re-manufacturing policy. 

6-The response of the production apparatus to the mechanism of devaluing 

the local currency, the yuan, as well as the response of the labor market 

to the decrease in their real incomes(12). To understand the variables of 

the Chinese economy, we rely on the data in Table 2. 

 

Table (2) Variables of the Chinese National Income Function (Billion current U.S. dollars) 

Source: The World Bank, World Development Indicators, for China, available on the international information network at the 

following link: [link] https://data.albankaldawli.org/country/china?view=chart 

G.R M G.r X G.R I G.R G G.R C G.R Y years 

- 0.224 - 0.253 - 0.406 - 0.203 - 0.566 - 1.196 2000 

0.08 0.243 0.07 0.272 0.15 0.476 0.07 0.219 0.07 0.609 0.09 1.32 2001 

0.19 0.295 0.20 0.333 0.10 0.531 0.07 0.236 0.08 0.66 0.09 1.455 2002 

0.33 0.412 0.29 0.447 0.21 0.657 0.07 0.254 0.07 0.709 0.12 1.65 2003 

0.29 0.556 0.30 0.607 0.21 0.818 0.11 0.285 0.11 0.794 0.16 1.95 2004 

0.15 0.648 0.24 0.773 0.11 0.922 0.17 0.338 0.12 0.904 0.15 2.269 2005 

0.18 0.782 0.24 0.991 0.17 1.098 0.18 0.407 0.13 1.038 0.19 2.746 2006 

0.19 0.95 0.23 1.258 0.26 1.437 0.24 0.519 0.21 1.291 0.25 3.558 2007 

0.19 1.149 0.17 1.497 0.30 1.941 0.24 0.665 0.22 1.621 0.26 4.622 2008 

-0.09 1.042 -0.17 1.262 0.17 2.313 0.12 0.752 0.10 1.802 0.09 5.093 2009 

0.31 1.432 0.26 1.65 0.20 2.833 0.16 0.887 0.14 2.089 0.17 6.061 2010 

0.24 1.825 0.19 2.006 0.21 3.523 0.25 1.15 0.23 2.637 0.21 7.481 2011 

0.06 1.943 0.08 2.175 0.11 3.944 0.15 1.344 0.13 3.019 0.12 8.512 2012 

0.08 2.119 0.07 2.354 0.11 4.44 0.12 1.52 0.12 3.429 0.10 9.492 2013 

0.05 2.241 0.04 2.46 0.07 4.8 0.08 1.656 0.11 3.845 0.09 10.488 2014 

-0.11 2.003 -0.04 2.362 -0.00 4.782 0.07 1.793 0.08 4.178 0.04 11.019 2015 

-0.02 1.944 -0.07 2.199 0.00 4.788 0.02 1.838 0.03 4.344 0.01 11.188 2016 

0.12 2.208 0.09 2.424 0.10 5.295 0.08 2.009 0.08 4.744 0.09 12.3 2017 

0.14 2.548 0.0 2.655 0.13 6.085 0.13 2.297 0.12 5.352 0.11 13.819 2018 
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-0.02 2.476 -0.005 2.64 0.019 6.204 0.04 2.397 0.04 5.585 -0.14 11.960 2019 

From the data in Table 2, we observe that the total Chinese national 

income has taken an upward trajectory over the period under 

consideration, reflecting significant progress in the Chinese economy. The 

total national income reached around $1.196 trillion USD in 2000, rising to 

$6.061 trillion USD with a growth rate of 17% in 2010. Subsequently, the 

total national income continued to increase, reaching $11.960 trillion USD 

with a slightly declining growth rate of 14% in 2019. 

Similarly, total national consumption in China also witnessed clear 

progress. It amounted to $566 billion USD in 2000, increasing to $2.089 

trillion USD with a growth rate of 14% in 2010, as a result of consumption 

encouragement policies pursued by China at that time. Total consumption 

then continued to rise, reaching $5.585 trillion USD in 2019 with a growth 

rate of 4%. 

Regarding total public expenditure, it experienced an increase but 

remained lower than total consumption. This can be attributed to China's 

entry into the space world, expansion in supporting technological and 

electronic industries, and planned market expansion. In 2000, total public 

expenditure amounted to $203 billion USD, rising to $887 billion USD with 

a growth rate of 16% in 2010. It continued to increase thereafter, reaching 

$2.397 trillion USD in 2019 with a growth rate of 4%. 

Looking at total investments, China witnessed significant expansion 

both domestically and internationally, yet it still falls far behind the massive 

scale of American investments. Even in terms of other national income 

variables, the United States maintains a significant lead. Referring back to 

the data in Table 2, we note that total investment amounted to $406 billion 

USD in 2000, rising to $6.204 trillion USD in 2019 with a growth rate of 1% 

over the previous year. 

Furthermore, examining total exports and imports, we observe from 

the data in the table that China maintains a balance in its external sector 

operations. Total exports amounted to $2.64 trillion USD in 2019, with total 

imports reaching $2.476 trillion USD for the same year. 
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Figure 2. Variables of the Chinese National Income Function 

The figure was prepared by the researcher based on the data from Table 2. 

1- Measuring the National Income Function for the United States 

In this section, the growth model variables were identified to 

measure the national income function for both countries in order to 

compare the economic variables' impacts on national income for each. After 

inputting the values into the statistical program E-Views 10, the following 

results were obtained regarding the U.S. economy: 

The above results indicated the high capability of the model to 

explain the changes occurring in the national income as a dependent 

variable, due to the influence of the independent variables represented by 

the national income function. The parameter signs were consistent with the 

logic of economic theory, as consumption was positively correlated with 

national income. An increase in consumption (demand side) would 

stimulate production, thus reflecting an increase in the value of national 

income by a parameter of 0.81. Government spending, on the other hand, 

was negatively correlated, indicating that U.S. government spending is 

directed towards supporting defense and space programs, thus negatively 

affecting national income by a parameter of -1.61. Looking at investment, it 

showed a strong positive correlation, along with total exports, making them 

the most influential variables on national income. Meanwhile, total imports 

were negatively correlated with national income, as per economic theory, 
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indicating that an increase in imports would lead to a decrease in national 

income by a parameter of -1.52. 
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𝑷         𝟎.𝟎𝟏         𝟎.𝟎𝟎𝟎           𝟎.𝟎𝟑           𝟎.𝟎𝟎𝟎          𝟎.𝟎𝟎𝟎        𝟎.𝟎𝟎𝟎  

𝑺𝑬 = 𝟎.𝟎𝟗𝟒𝟐   𝑹𝟐 = 𝟗𝟗.𝟗%  𝑹⃛𝟐 = 𝟗𝟗.𝟗%    𝑭(𝟔,𝟐𝟎) = 𝟓𝟔𝟎𝟓𝟏%     𝑫.𝑾 = (𝟏.𝟖𝟖𝟔)𝟏% 

𝑭−𝒕𝒂𝒃𝒍𝒆(𝟓,𝟏𝟓)𝟎.𝟎𝟏 = 𝟒.𝟓𝟔        𝒅𝒖 = 𝟎. 𝟓𝟏𝟓 < 𝟏. 𝟖𝟖𝟔 < 𝒅𝒖 = 𝟏.𝟗𝟏𝟖  
 𝒕−𝒕𝒂𝒃𝒍𝒆𝟎.𝟎𝟏 = 𝟐.𝟔𝟐𝟒,𝒕−𝒕𝒂𝒃𝒍𝒆𝟎.𝟎𝟓 = 𝟏. 𝟕𝟔𝟏    

Considering the statistical tests, the model passed all tests with high 

significance for both the t-test and the F-test, as their computed values 

exceeded their tabulated values, indicating the significance of the 

relationships. Regarding the R-squared test, it indicated a high explanatory 

power of the model, as it explained 99.9% of the variance in the dependent 

variable. As for the test for autocorrelation between the residual errors, 

represented by the Durbin-Watson test, the results indicated no 

autocorrelation as the computed value fell within the non-rejection region 

between the upper and lower table limits. 

1- Estimating the National Income Function for China 

The results of estimating the Chinese national income function 

provided parameter signs consistent with economic theory and high 

statistical significance. According to the following results: 

 

𝒀 = −𝟎.𝟎𝟖    +   𝟏.𝟔𝟕 𝑪 − 𝟎. 𝟖𝟐 𝑮    + 𝟏. 𝟎𝟖 𝑰    + 𝟎. 𝟗𝟔𝑿   − 𝟎.𝟗𝟏𝑴  
𝒔𝒆.      𝟎.𝟎𝟑𝟓         𝟎.𝟐𝟏𝟔         𝟎.𝟔𝟏𝟏          𝟎.𝟎𝟗𝟑        𝟎.𝟎𝟗𝟗        𝟎.𝟏𝟔𝟔   

𝒕        (−𝟐.𝟑𝟓)𝟏%     (𝟕.𝟕𝟐)𝟏%     (−𝟏.𝟑𝟓)𝟏%    (𝟏𝟏.𝟔𝟐)𝟏%     (𝟗.𝟕𝟏)𝟏%        (−𝟓.𝟒𝟕)𝟏% 
𝑷         𝟎.𝟎𝟑         𝟎.𝟎𝟎𝟎           𝟎.𝟏𝟗             𝟎.𝟎𝟎𝟎        𝟎.𝟎𝟎𝟎        𝟎.𝟎𝟎𝟎  

𝑺𝑬 = 𝟎.𝟎𝟑𝟑𝟕   𝑹𝟐 = 𝟏𝟎𝟎%  𝑹⃛𝟐 = 𝟏𝟎𝟎%    𝑭(𝟔,𝟐𝟎) = 𝟔𝟖𝟓𝟒𝟏%     𝑫.𝑾 = (𝟏.𝟓𝟑𝟐)𝟏% 

𝑭−𝒕𝒂𝒃𝒍𝒆(𝟓,𝟏𝟓)𝟎.𝟎𝟏 = 𝟒.𝟓𝟔        𝒅𝒖 = 𝟎. 𝟓𝟏𝟓 < 𝟏. 𝟓𝟑𝟐 < 𝒅𝒖 = 𝟏.𝟗𝟏𝟖  

 𝒕−𝒕𝒂𝒃𝒍𝒆𝟎.𝟎𝟏 = 𝟐.𝟔𝟐𝟒,𝒕−𝒕𝒂𝒃𝒍𝒆𝟎.𝟎𝟓 = 𝟏. 𝟕𝟔𝟏    

The above results indicate that total consumption, investment, and 

exports are positively correlated with national income, while government 

spending and total imports are inversely related. The statistical tests were 

significant in explaining the relationship between the independent 

variables and the dependent variable. Both the t-test and the F-test showed 

that the computed values exceeded the tabulated values, indicating the 

acceptance of the alternative hypothesis and the rejection of the null 
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hypothesis, thus affirming the significance of the estimated model. As for 

the test for autocorrelation, the results suggested no autocorrelation, as the 

computed value of the Durbin-Watson test fell between the lower and 

upper bounds of the tabulated values. 

Conclusion 

Over the past two decades, international trade competition has 

intensified between the two major poles, the United States and China, 

especially as the economic status of Japan, the European Union, and Russia 

declined. This led to China's surpassing the United States by achieving 

financial surpluses in its balance of payments, while the United States 

experienced a persistent deficit. However, China's recurrent surpluses do 

not necessarily reflect the superiority of the Chinese economy over the 

American economy. Data indicate the massive size of the American 

national income, investments, and exports, which exceed the capacity of the 

Chinese national income by multiple times. Moreover, the Chinese 

economy is more resilient in simulating external shocks, especially with its 

exceptional ability to manipulate its local currency's value and respond to 

changes in the labor market. This is unlike the United States, which cannot 

resort to currency wars. Competitive warfare does not serve the interests of 

either party, especially within the international trade system. Therefore, 

there is a need to find a kind of trade understanding to achieve the 

principles of global trade and thus reach a fair international trade system. 
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