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CHINA IN 2022: STRENGTHS & WEAKNESSES 

This article is based on November data issued by the National Bureau of Statistics of China. It 

looks at various aspects of the economy and its trends, particularly the direction of profitability. 

It also goes on to address that vexing question as to whether or not China is an economically 

‘dominating’ country (imperialist) or an economically ‘dominated’ country. 

It is unlikely any missing data for December will disturb the data compiled for 2021 thus far. Thus it is 

acceptable to extrapolate the 11 months into the full year which this article does. Accordingly, all the 

graphs which report data for 2021, annualise the first 11 months of data. The first graph provides the 

complex rate of return for the whole of industry. Data is taken from the 2019 yearbook as well as monthly 

reports issued by the bureau. This is followed by the second graph which looks more closely at 2021. 

 

Graph 1. 

 
 

Graph 2. 
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We note in Graph 1 that there has been a >1% improvement in the complex rate of return. This is the first 

time since 2011 that this has happened. The term complex rate of return is used to denote the fact that 

the Bureau lumps in financial assets together with produced assets (including inventory) into the category 

‘Total Assets’ which forms the denominator in the rate of return. This means the complex rate of return 

underestimates the actual rate of profit and is not comparable to Western rates of return which exclude 

financial assets and inventory. The complex rate of return was 6.2% annualised in 2021. However, though 

it is difficult to see in Graph 2, the rate began to fall from 6.3% mid-year to 6.1% by November. This is 

downward trend I expect to continue into 2022.  

The improvement in the rate of profit was due to the increase in the mass of Industrial Profits shown 

below. Profits grew faster than investment in 2021.  

Graph 3. 

 
 

Graph 4. 
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How do we account for this improvement in profits. Here the reason differs from the USA. Unlike the USA 

where the boost to demand from Covid funds amplified profit margins, in China the reason was the spurt 

in exports as can be seen below. Exports rose by a third to $3.3 trillion emerging from the range of 2000 

– 2500. In contrast, the annual rise in retail sales in China amounting to 3.9% barely covered price rises.  

Graph 5. 

 

Which brings me an observation found in Carchedi’s and Robert’s article ‘The Economics of Modern 

Imperialism’ published in Historical Materialism, where they conclude that a country which haemorrhages 

surplus value through unequal exchange, loses more surplus value the more that country exports relative 

to the size of its economy. Though true in the general case this is clearly not the case for China currently. 

Instead the spurt in exports has led to a 30% jump in the mass of industrial profits, the main provider of 

Chinese exports. Clearly this has been good for China by increasing the sum of realised surplus value in 

the country. (I intend to analyse their paper in greater detail at a later date as there are admirable 

propositions in it as well as a number of errors.) 

The size of the Chinese export machine needs further elaboration. According to annualised figures up to 

November, Chinese exports in Dollars amounted to $3.255 trillion, while that of the USA (No. 2) was 

$2.236 trillion and that of Germany (No. 3) was $1.213 trillion. (TRADINGECONOMICS Data.)  In other 

words, China’s exports were nearly as large as the combined value for both the USA and Germany. In 2020 

when China exported $2.323 trillion its share of global trade was 16.7%. Its current share is likely to be 

closer to 20% and if we add in Hong Kong and factor in for the undervalued Yuan (CNY) in volume terms 

China’s global share is well above 25%. This is consistent with the fact that production and assembly in 

China consumes nearly 40% of global industrial inputs and 50% of material inputs. The last time when any 

country achieved over 25% of global exports, was the USA in 1953, before its share was whittled away by 

a resurgent Germany and Japan. 

It is worth examining this industrial profit in greater detail. In recent years state enterprises have produced 

between 20 and 30% of total profits. This is about the same as the profits produced by foreign firms. 

(Graphs 6 & 7 below). It can be argued that state enterprises have increased their share but as Graph 8 

shows that was a function of the collapse in privately produced profits after 2016. 
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Graph 6. 

 

Graph 7. 

 

Graph 8. 
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(The sources for the Graphs are Tables 13.3, 13.5, 13.7 & 13.9 for Total Profits, SOE profits, Private Profits 

& Foreign Profits respectively as found in the 2019 Yearbook and subsequent monthly reports.) The role 

of the state in the economy is seldom understood because of the prejudice in the West towards state 

involvement in the economy which is considered a negative. In China when the private sector expands, 

the state sector retrenches, and it is only when the private sector stalls as it did after 2016 that the state 

steps in with additional spending and investment. Hence the trajectory of the two graphs depicting the 

state and total profits. 

In Yuan terms, foreign owned firms produce the same amount of profit as do state owned firms. Between 

them they account for roughly half of all profits. The recent share of foreign owned firms’ profits has been 

static at around 25%. Interestingly enough in 2021 when profits and exports sparkled, this was not due to 

the efforts of foreign firms. Their share of total profits fell by 5%. 

The best graph has been left for last. It compares the mass of profits in China with that of the USA on an 

equivalent basis. Industrial profits in China are compared to the profits generated by the mining sector, 

the utilities sector and the manufacturing sector in the USA. (Data for the USA derived from NIPA table 

6.17D.) We note that as a result of the financial crash in 2008 Chinese profits overtook US profits and 

thereafter the gap grew. US profits peaked in 2014 while Chinese profits recovered to fall again from 2017. 

It is likely that produced profits increased in 2021 in the USA but there is insufficient data to extrapolate 

for the year. It unlikely that the increase in produced US profits was of the same magnitude as found in 

China. Industrially, China was the biggest winner from the fiscal proceeds driven by this unrelenting virus.  

Graph 9. 

 

Another way of examining the profits is to show them relative to each other. To begin with Chinese profits 

were half that of the USA in 2005. By 2016 they were roughly three times larger, a six-fold change in 10 

years. (I will deal with rebasing of the Yuan in the next section.) Of course this could be argued that this 

was a quantitative change driven by the growth in Chinese GDP. The final graph in the series below (Graph 
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Graph 10. 

 

Graph 11. 

 

Adjusted for GDP the rise of Chinese profits reduces from six-fold to over two-fold, still a sizeable growth 
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Before proceeding to look at rebasing the YUAN it is important to examine other developments in the 

Chinese economy. The annualised growth rate of the Industrial Sector slowed down to half the level found 

at the end of 2020. 

 Graph 12. 

 

Retail sales continued to disappoint running below trend. 

Graph 13 (Retail Sales). 

 

 



8 
 

And investment in real estate continued to decline. The lower the annualised rate the sharper the fall in 

month-on-month growth. 

Graph 14. 

 
http://www.stats.gov.cn/enGliSH/PressRelease/202112/t20211216_1825421.html   
 

Thus in sum the leading indicators in China were trending down in the second half of the year including 

the rate of profit (complex rate of return) while investment returned to the depressed growth of 2019. 

The undervalued Yuan 

One of the key factors Carchedi and Roberts (the authors) introduce for the transfer of value between the 

dominated and dominant economies (imperialist) is the transfer effected by prices of production as 

determined by the differing rates of capital composition between countries. They invariably find the 

average rate of composition to be below the global average in the dominated countries, while the average 

rate of composition in the dominant countries is above the global average, causing surplus value to flow 

towards the imperialist nations. This is an important observation and one worthy of consideration. 

Before proceeding it must be recognised that the regular form of exchange is unequal exchange and 

therefore what needs to be delineated are those forms of unequal exchange unique to the relation 

between dominated and dominant economies. In all cases money is used as the medium of transfer, which 

means, uniquely, the currencies of the dominant countries in this case. It can be argued of course that 

average compositions mask the unevenness found not only between dominated and dominant economies 

but within the dominant economies, as we are about to see. Also the transfer of value from the dominant 

country presupposes sales from below average composition firms in the dominated countries and 

purchases from above average composition companies in the dominant economies, a picture confused by 

the broad spectrum of differing composition industries within the dominant country. All data for the 

graphs below are taken from Table 3.1ESI (for assets) and NIPA Table 6.5D (for full time equivalent 

workers). At 50 to 1, the compositions between arts & accommodation on the one hand and information 
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& mining on the other, is as large as that between countries. Importantly, in 2019 the arts and 

accommodation sector employed 13.6 million workers while information and mining only 3.2 million. 

Graph 15. 

 
 

Graph 16. 

 

(Graph 17 includes the average composition of capital for the 5 large information-based corporations driving the stock market. 

Their composition of capital was roughly half that for the entire information sector. Constant capital was taken from their balance 

sheets in 2020 as found on their investor relations websites and is the sum of fixed assets, leased assets and intangibles. Clearly 

their appropriation of surplus value is due to monopoly prices rather than prices of production.) 

In finer detail. Exchange rates as we are about to see play a vital role in the determination of the 

composition of capital. An undervalued currency increases the cost of imported constant capital thus 

raising the composition of capital in the dominated country depending on how much of its capital stock 

has been imported. Conversely, the reduction in the price of industrial inputs within the dominant 

0

200000

400000

600000

800000

1000000

1200000

2013 2014 2015 2016 2017 2018 2019 2020

TECHNICAL COMPOSITION OF SECTORS

construction manufacturing transport

information arts + entertainment Accommodation + food services

0

500000

1000000

1500000

2000000

2500000

3000000

3500000

4000000

2013 2014 2015 2016 2017 2018 2019 2020

HIGHEST COMPOSITION

information mining

Nividia, Apple, Google, Facebook & Microsoft 
Average composition of capital.  
 



10 
 

countries due to their overvalued currencies reduces the cost of constant capital which is not only 

confined to machinery and equipment but includes materials, power, components, and assemblies. There 

is also a reduction in the price of labour power due to cheaper consumer goods. As identified by the 

authors, a reduction in profitability in dominated countries is compensated for by a rise in profitability in 

the dominant countries. Conclusion, exchange rates affect prices of production and must be factored in. 

The unique transfer of value adopted by the authors thus needs qualifying. 

We can also add in that distribution today is concentrated in fewer hands. The growth of the supermarkets 

and food processors in the dominant countries squeeze farmers within these countries in a manner 

analogous to the squeeze in export prices from the dominated countries. As long as the end users or 

distributors are concentrated, as long as they are located in the dominant countries and trade routes, and 

as long as foreign currency is used, it ensures that the exports from the dominated countries will be under-

priced leading to a loss of value probably greater than that effected by prices of production. 

There is a final consideration. The value composition of capital is double sided whereas the organic 

composition of capital is multi-sided. Unfortunately Marx never made this distinction clear. It is possible 

for two firms in the same industry to have the same value composition of capital but to differ in their 

organic composition. The hidden variable is productivity and that implies skill as well. If value-identical-

compositions of capital have different productivities the more productive capital is likely to have a higher 

‘relative’ rate of exploitation. Thus the mass of surplus value it generates will be higher, thus everything 

else being equal, we have two capitals with identical value compositions but different rates of profit. Thus 

when the two authors separate out the rate of surplus value from the organic composition of capital this 

is not strictly correct. What is correct is to separate out the rate of surplus value from the value 

composition of capital but not the organic composition of capital which would reduce it back to the value 

composition of capital. If the authors were to amend their text that would correct this problem.  

Turning to exchange rates. In Table 1 below are the respective GDPs based in nominal Dollars and PPP. 

The yellow labelled countries all have PPP GDPs and $ GDPs within 10% of each other with the USA on 

parity. The green labelled countries have a divergence of less than 40% while the blue labelled Countries 

have a divergence greater than 50%. These divergences provide a proxy for whether or not a currency is 

undervalued. What is notable is that the countries with divergences of less than 10% all have currencies 

which forms the basket of foreign reserves – the Dollar, the Pound, the Euro, and the Yen. 

Table 1. 

2021 IMF PPP $s RATIO 

China 26657 16642 62.4% 

USA 22675 22675 100% 

Japan 5585 5378 96.3% 

Germany 4743 4319 91.1% 

Russia 4328 1710 39.5% 

Brazil 3329 1491 44.8% 

France 3231 2938 91% 

UK 3175 3125 98.4% 

Mexico 2614 1192 45.6% 

S Korea 2437 1806 74.1% 
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On this basis we can assume the Yuan is undervalued by roughly 40%. And yet the USA has not branded 

China a ‘currency manipulator’ despite the gusher of Chinese exports much of it directed towards the 

USA. To understand why not, we need to make a detour via Japan in the 1980s. 

Japan in the 1980s was in the ascendancy. Its manufacturers such as Sony and Toyota led the world. The 

KGB when accused of spying on the US military answered that they had no need to so, as the Sony 

camcorder contained technology especially miniaturisation, which the Pentagon could only dream about. 

Thus the USA was facing an increasingly formidable competitor. Worse, the monetary policies adopted by 

the US FED under Volcker, had led to a spike in US interest rates which drove up the value of the Dollar 

by 47% in the first half of that decade. Thus while the US benefited from cheaper imports which helped 

curb inflation it was faced with cheaper and better products effectively hollowing out its major industries. 

Table 2. 

Year USA GDP JAPAN GDP WORLD JAPAN/USA JAPAN/WORLD 

1970 $1.1 trillion $0.21 trillion $2.97 trillion 19.1% 7.1% 

1975 $1.69 trillion $0.51 trillion $5.9 trillion 30.1% 8.6% 

1980 $2.86 trillion $1.1 trillion $11.2 trillion 38.5% 9.8% 

1985 $4.35 trillion $1.4 trillion $12.8 trillion 32.2% 10.9% 

1990 $5.98 trillion $3.1 trillion $22.6 trillion 51.8% 13.7% 
 

Talk of a Japanese corporate takeover started to appear. In contrast, this did not occur in Japan prior to 

the Paris Accord despite the overvalued Dollar. There was no large-scale buying spree by US banks and US 

corporations in either Europe or Japan which would have restrained the rise of the Dollar. This was 

primarily due to its competitors holding on tightly to their national champions. The nation-state will 

always be a barrier to the free movement of capital. Were this not the case, frictionless flows of industrial 

capital within and between countries would ameliorate over-valuations or under-valuations of currency. 

What the US could not do the Japanese did. With the sharp revaluation of the Yen following the Paris 

Accord, Japan went on a buying and investment spree in the US, Europe and Asia. “Japan’s FDI outflows 

for 1986–89 surpassed the country’s total overseas investment for the entire post-war period up to 1986. 

By the late 1980s, Japan was investing more abroad than any other country in the world, with its FDI 

peaking at $67.5 billion (around 2.5 percent of GDP).” There was even growing talk of the ‘hollowing out’ 

of Japanese industry itself because of the extent of this export of capital (FDI). 

https://www.imf.org/external/pubs/ft/fandd/1997/09/pdf/bayoumi.pdf 

Then came the boom in property and the stock exchange. Much has been written about this, particularly 

the sky-high prices of property. By 1990 the value of Japanese real estate was over 4 times that of the 

entire USA. Much of this rise was attributed to easy money policies. That is wrong. The rapid rise of the 

Yen allowed Japan to capture a much larger chunk of the global production of value and it was these riches 

accumulating in Japan which then oozed its way onto the stock exchange and into the property market. 

This can be seen in two ways. Despite the rise of the Yen, Graph 17 shows the return on Assets did not fall 

but rose. And despite the volume of exports falling after 1985, their dollar value did not decline. It is also 

worth noting the same flow of value resulted in the rise and the rise of the giant Japanese banks, so much 

so, that by 1990 the world’s five largest banks were all Japanese. Contrary to the view held by the 

“financialists” it is actually the growth of industry and the surplus value it generates, together with the 

https://www.imf.org/external/pubs/ft/fandd/1997/09/pdf/bayoumi.pdf
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credit money it attracts by its acceleration, that accounts for the size of national banks. It explains why 

the dominant banks in the world today, belongs to the dominant industrial country today, China. 

Graph 17. 

 

Source: T. Okazaki ed., Tsuho Sangyo Seisakushi, 1980-2000 (History of Trade and Industrial Policy, 1980-2000), vol. 
3 , Research Institute of Economy, Trade and Industry, 2012 
 

Graph 18. 
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We note the steady inflow of dollars above despite the share of exports declining from 14% of GDP to 

under 10% during the second half of the 1980s. (Graph 18.) 

The reason for looking at Japan then and China today, is to observe the fundamental realignment of 

economies based on a revaluation of their currency. China today is not considered to be a currency 

manipulator by the US, despite some murmurings, because a significant element of imports from China 

into the US are from US corporate affiliates or benefit US corporations because they have been produced 

for them. Any demand for a stronger CNY would thus hurt a multitude of US firms as well as be inflationary. 

To date the US does not fear a deluge of technically advanced products undermining its own economy. 

The same is not true for China; as it ascends up the value chain, it loses more from a weaker Yuan, while 

at the same time continuing to pay more for higher value imports. I believe this aspect is not noted by the 

authors. Thus there will come a time when it is in the interest of the Chinese authorities to revalue the 

CNY upwards. But not everything is in the hands of the People’s Bank of China. Much more lies in the 

hands of the industrial giants in China.  

The CNY will only become prominent, can only become an essential foreign currency, when China achieves 

technological parity with the West, likely in the second half of this decade, war permitting. China has now 

reduced its technological lag in strategic areas to under 5 years. In novel areas it leads the world, but its 

industry remains hobbled by its inability to scale up production of its own <14nm chips, which has become 

the new ball bearings upon which the global economy rides. 

But it will come. China’s manufacturing capabilities are deep and vast. The same cannot be said of the 

USA. Its manufacturing base is compromised, and its engineering skills are in short supply. This is 

exemplified by the problems being experienced by its leading engineering firm – Boeing - whose products 

have serious shortcomings and who is increasingly falling behind Airbus. The same can be said for a 

number of its new weapon systems such as the futuristic Littoral combat ships or hypersonic weapons. In 

contrast China is powering ahead conquering new technical heights each year. 

It is likely that 2022 will not provide China with the opportunities it enjoyed in 2021. Much of the stimulus 

to its economy came from without in the form of Covid Relief funds in Europe and the USA. These are 

unlikely to be repeated in 2022 as Treasuries resist further financial support to their populations. Thus the 

conditions which prevailed in 2019 before the pandemic are likely to be restored, conditions tending 

towards stagnation now made worse by the crisis in real estate. These are not conditions which will fuel 

global inflation in the future. Rather the cleavage of the world economy into two, and the surplus capacity 

that will generate and release, does not auger well for prices. 

Conclusion. 

Were the CNY to appreciate by 40% this would bring China’s GDP in line with its share of global production. 

It would rid the economy of its anomalies, how a country that produces or assembles nearly 40% of all 

goods, has an economy which is only 15% of the global total when it is priced, compared to the USA that 

commands 24% of global prices when its industry is only one third the size of China’s.  

Were this to be corrected, the differences would be reversed. In that case, the majority of surplus value 

leaking out of China, other than repatriated profits, would be closed off. The authors define a dominated 

country as one which loses more surplus value than it gains for a variety of reasons. This is true for China 

at this time. On this basis they consider China to be a dominated and not an imperialist nation. 
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And yet China manifests many characteristics of an imperialist nation. In 2020 it led the world for the first 

time in terms of Foreign Direct Investment (FDI), achieving 20.2% of global outward direct investment. In 

addition, with a cumulative investment of $2.58 trillion by the end of 2020, it was the third largest 

international investor, holding 6.6% of the global stock of investment, overtaking Britain, Japan, and 

Germany. 

Graph 19. 

 
https://news.cgtn.com/news/2021-10-01/Graphics-Quick-facts-about-China-s-outbound-investment-in-2020-
140gz15yGPu/index.html  
 

It is true that China is atypical. For the first time in history the dominant industrial economy remains a 

technological laggard. In a sense this is true for all the major economies given a global economy dominated 

by international supply chains. The USA is particularly vulnerable and dependent on these chains, resulting 

in a strenuous effort by the Biden Administration to reverse them, in particular through subsidising chip 

production on US soil. Here the barrier is profit rather than technique. 

In time China will move from laggard to innovator. When this happens, a China driven by profit and held 

in thrall by the law of value, will have moved from an emerging imperialist power into an independent 

imperialist power with all ties of dependency cut, posing the question of whether or not it will become 

the hegemonic economic power for all, or part, of the world. 

 

Brian Green, 3rd January 2022. 
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