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Abstract: This paper discusses the major trends in scholarship aboutthe strengthening of China’s
economic reforms, the role of productivity and foreign capital in China’s growth, and the effects of
the factor accumulations and technological advancement to real output growth in China. The
findings of this study have implications for the link between capital formation and economic growth
in China, the impact of FDI on labor productivity in China, and the GHG releases strength of
China’s energy sector.
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1. Introduction

China’s labor supply is at its maximum capacity, capital is indicating decreasing marginal revenues
and debt service is accumulating, total factor productivity (TFP) earnings are dropping depending
on modifications in administration and the incentive configuration, and schemes to assist growth via
state proprietorship and curbed regulatory expenditures are progressively harmful. Chances to
modernize manufacturing to fabricate first-rate goods with more significant intangible value are
immense. China has huge comparative advantage in covering international request and tremendous
domestic propensity for welfare-enhancing imports of products and services. Outward Chinese
direct investment is indispensable if China’s companies are to preserve worldwide market portion
and improve their capacities at home (China will go on to be reliant on internationally acquired
natural resources for the predictable future). Advanced-economy regulatory notions will generate
dissimilar outcomes if China’s categorical imperative is not also altered to improving the rights and
wellbeing of persons. The demand for government to stop intervening in trading undertakings that
can be managed by markets (Rehberg, 2015; EI-Montasser et al., 2016; Kaufman and Williams,
2015; Brown, 2016) and move to regulatory functions that the state has not had until now is
fundamental for China (Rosen, 2014).

2. The Role of Productivity and Foreign Capital in China’s Growth

121 Arhipelag XXI Press, Tirgu Mures, ISBN: 978-606-8624-03-7



Iulian Boldea (Coord.)
Globalization and National Identity. Studies on the Strategies of Intercultural Dialogue
SOCIAL SCIENCES SECTION

China has designed a steady modification in the renminbi’s value by setting up a trading band and
mostly establishing fixed rates to indicate market view. Short-run renminbi volatility is not a
counter-indication to amendment. China’s band broadening and enlarging renminbi
internationalization are important moves in the direct of liberalization. The demand for extensive
financial system reform contends with attaining gross domestic product (GDP) growth objectives
and bailing out particular companies. China’s adopting of market-oriented exchange rates and
interest rates constitutes a crucial feature of the entire financial system reform. Commercial and
investment fluxes connect worldwide production chains to China and the latter to its tremendous
foreign markets. China’s internal household request must carry the baton of growth from overseas
trades and investment in the future. International worries about Chinese trade hurdles consider trade
subventions, unethical intellectual property rights (IPR) and autochthonous innovation promotion
schemes, unscientific criteria, and overseas trade limitations (Rosen, 2014).

Urbanization in China constitutes a significant feature of economic development that has
been both partly responsible for, and has been affected by, steady fast economic growth. The
administration of increasing amounts of household, building and industrial waste presents a critical
challenge. There are considerable detrimental health consequences in China from vulnerability to
atmospheric contamination and environmental accidents. Environmental determinants may apply
constraints on the development of Chinese cities. There are powerful complementarities between
endeavors to further greener, more environmentally friendly cities and the country’s sustained fast
economic development. China encounters a critical challenge in dissociating environmental
deterioration from economic development. As a reaction to wide environmental challenges, China
has considered several significant measures to undertake pollution and back a more environmentally
sustainable growth route. As the inhabitants and concentration of economic activity go on to move
towards urban zones, environmental views will become more intimately related to how cities grow
(OECD, 2013).

China’s government has been dynamically backing the move in the direction of a
consumption-oriented economy and the establishment of a responsive services sector. China is
making preparations to undertake industrial overcapacity, and implement more strict environmental
protection criteria (increasing expenditures and a contracting labor market have considerably
influenced numerous manufacturing activities). FDI (foreign direct investment) growth will go on
in the service sphere, which is increasing in extent and relevance as China rebalances its economy

away from a substantial dependence on exports and investment-oriented growth. The enhancement
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in the investment setting will cancel out the repercussions of China’s economic decrease, supplying
more backing to FDI, and preserving FDI inflows at present levels (KPMG, 2015).

China’s recognized competitiveness in mass-producing should considerably experience
reform. State-owned and state-related enterprises (SOEs) have a huge function in China’s economy.
Massive tracks of China’s economy are forestalled to private internal companies, not to mention
overseas dealings and investors, by SOE paramountcy. China’s structural adaptation and
rebalancing demand SOE reforms to be significantly carried out (the public sphere has a widespread
and deforming effect on the marketplace). The accessibility and extent of a countrywide Chinese
negative inventory for types of state interference are the principal sign of China’s SOE reform
enforcement to evaluate. China’s fast economic growth has been facilitated by a series of rules
regularizing the allowance and relocation of land. In agricultural China, smallholders preserve the
rights to utilize land but not the ownership to it, whereas China’s cityscapes are widening as
movement and metropolitan municipalities are acquiring marginal zones to furnish space for
advancement and seize tax returns. Essential public services are financing a sound, effective labor

forceand social steadiness (Rosen, 2014).

3. The Strengthening of China’s Economic Reforms
Chinese inhabitants and companies with the means should be instrumental disproportionally in the
expenditure of making the grounds of a sound labor force much more reasonable. The public
service schemes that have been introduced until now are not almost up to the undertaking of ending
China’s development disparities and ascending inequality. Exploiting its human resources
necessitates that a new importunity be given to positive action (Wickremasinghe, 2016; Howe,
2015; Nica and Potcovaru, 2015; Anderson and Kantarelis, 2016) for its private sphere. Pursuing
labor and collective welfare reforms preserves trust that China’s growth is on sustainable grounds.
Schemes that enhance China’s environmental position will damage unconditional concerns reliant
on loose environmental implementation. The development of Chinese energy provisions will impact
significantly the environmental prospect of the world. China’s air contamination troubles can be
undertaken without cutting down domestic coal consumption. A decrease in coal utilization in
Eastern China arising from macroeconomic rebalancing and contamination supervision endeavors
could generate a rise in coal utilization in Western China (Rosen, 2014).

Mean income has attained stages that are frequently related to a sharp rise in ownership
rates. Reforming fully-developed cities to cut down the environmental impression can be

tremendously expensive, but with additional wide-ranging urbanization to come, China may ensure

123 Arhipelag XXI Press, Tirgu Mures, ISBN: 978-606-8624-03-7



Iulian Boldea (Coord.)
Globalization and National Identity. Studies on the Strategies of Intercultural Dialogue
SOCIAL SCIENCES SECTION

that its conurbations go on to develop in a way that will reduce the harmful environmental impacts
of urbanization. Thickly inhabited coastal cities that constitute China’s economic powerhouse are
unprotected to the effects of climate change. Agglomeration economies emerge as employees and
companies bunch up and transact to generate gains associated with participation, matching and
acquisition. China’s disordered urbanization requires taking advantage of agglomeration economies.
As its economy maintains its globalization, the competitiveness of bigger cities will progressively
be guided by the recognition of agglomeration economies inherent to urban zones. Land-related
income (i.e. land rentals, auction sales, and development rights) are vital to Chinese cities’ returns
streams and a notable determinant of spatial enlargement. Local governments at all levels
understand investment appeal as a pivotal cause of economic growth (Popescu, 2015a, b; Chapman,
2016; Hurd, 2016; Peters and Heraud, 2015), and thus contend with their nearby jurisdictions for
business appeal. The present green progress metrics pursuing energy saving and contamination
decrease operation have little connection to whether a conurbation is effective at reducing its CO,
release levels. (OECD, 2013)

Chinese firms’ investment goals are shifting from resource-rich developing economies to
developed ones that supply access to leading technologies, prominent brands, broad industry
experience and global delivery networks. Chinese firms’ ODI (outward direct investment)
undertakings are aiming access to natural resources and are progressively determined by the
demand to improve and alter themselves for sustainable growth. China’s quest of ‘quality
development’ and its sound macroeconomic improvement should establish systematic growth in
ODI. Chinese strategic investment constitutes most of Chinese foreign investment. SOE reform is a
possible economic determinant for China that is reconstituting its industrial growth pattern by
altering from concentrating on labor-intensive spheres to a design determined by leading
technologies. China’s economic schemes have highlighted investment undertakings and export-
oriented manufacturing over internal consumption. China’s customers have raised expendable
income and superior demand for quality services (KPMG, 2015).

China does not require a radical decrease in total investment but a dissimilar investment
blend to bring about significant growth from total factor productivity. Without capacity step-downs,
China’s decrease sheds excess Chinese manufacturing onto global markets once more. Services
imports indicate Chinese migrating to spend, this undertaking hindering overseas hot money fluxes.
Advanced-economy exports to China generally take place from high-technology or knowledge-
intensive spheres (Bin et al., 2016; Buber-Ennser, 2015; Peters, 2015; Sharp, 2016), information

and communications technology (ICT) goods and services. China has manifested an inclination to
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employ trade scheme as an instrument of geopolitical diplomacy. Capital assignment reform and
government’s spending priority reform will redirect income from lenders and companies in the
direction of household consumption. Reforms to investment scheme should make it more

straightforward for overseas companies to function in China and trade goods there. (Rosen, 2014).

4. The GHG Releases Strength of China’s Energy Sector

China’s trend to under-enforce contest scheme and procedures on SOEs has short-changed
environmental defense. The SOEs should conform to powerful environmental procedures if this
country is to balance the action sphere for contest goals andrestore the environment. China cannot
attain drastic environmental alteration with only negligible modifications in its macroeconomic
fabric. With the institution of emission license trading markets, more open reporting of recently
authorized resource charges, and registers of contaminant fluxes from industrial amenities,
modifications in emissions and increasing expenditures introduced for environmental effects may
occur. The undertaking of squeezing down company-level releases will be conditional on cost
internalization. The option to monitoring the particular emissions of companies is to consider entire
environmental quality. Numerous of China’s business patterns are projected to bypass innovation.
China’s manufacturers should advance to higher-value components of the value chain to furnish
economic growth (Machan, 2016; Friedman and Jo Lewis, 2015; Cohen, 2016; Duong, 2015;
Friedman, 2015), but they require the ground-breaking capacities to do so. Incorporating numerous
new Chinese laborers into international production arrangements has served consumers and affected
manufacturing employees in lower-skill industries (Rosen, 2014).

China’s growth will slow down as the economy steadily reduces its large sources of growth
and moves to the stage of intensive growth. China’s continuous economic growth has been backed
by sound capital accumulation, a powerful rise in labor output because of the movement of
employees from the agricultural to the industrial sphere, and fast TFP growth as a consequence of
the advancing liberalization of the state-oriented economy. China’s growth has been mainly
determined by capital accumulation because of the significant investment-to-GDP ratio. TFP
growth is also a determinant of economic development. China’s TFP growth originates from labor
output gains because of the move of the employees from the unsatisfactory output agricultural
spheres to services and manufacturing. The capacity for TFP rise through labor restructuring is

curbed as a result of the steady reduction of inexpensive agricultural labor. Capital accumulation
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may diminish in the next years, restricting China’s substantial sources of growth (Dorrucci et al.,
2013).

A portion of the Chinese government policy to diminish the significant reliance on imports
of oil includes enhancing energy efficiency, varying import sources and raising the financing of
internal exploration and manufacturing of crude oil. The notable electric power utilization is a result
of the relevance of the energy-intense industries (e.g., petrochemical and iron and steel production)
in the Chinese economy. As China is a net energy importer, the significant energy strength indicates
a poor efficient energy use, entailing that there is relevant possibility for enhancements in cost-
effectiveness. The boost in the utilization of fossil fuels somewhat elucidates the intensifying CO
releases. In the group of fossil fuels, coal is the most contaminating and is the chief source of
energy. Chinese energy schemes are governed by i) increasing request for oil and dependence on oil
imports, ii) expanding the utilization of natural gas as a share of energy consumption by growing
internal reserves and transferring from its neighbors through pipelines, and iii) handling the growth
in coal output and furthering the expansion of a considerable coal-to-liquids industry (Aller and
Ductor, 2014).

Phasing out coal may considerably diminish the health and environmental expenses of air
contamination and assists in furthering the tempting, people-oriented cities that will influence
China’s sustainable economic transfiguration. China’s coal utilization is an important source of
international GHG (greenhouse gas) releases, raising the risks related to climate change. Properly
formulated fiscal reform should enhance China’s investment atmosphere, boost the output of capital
and labor, and improve China’s appeal as an overseas investment destination. China’s GHG
releases impact considerably the world’s quickly decreasing carbon budget. China’s low-carbon
objectives and undertakings are strengthening, and thus will probably see enhancing pay-offs with
regard to dynamic international teamwork (Kunnanatt, 2016; Cheung and Leung, 2016), climate

risk decrease, and low carbon technology overseas trade improvement (Green and Stern, 2014).

5.Conclusions

China should set up a starting point of appropriate process and good governance and thus
companies will optimize their endeavor to China’s growth capacity, accompanying the returns to be
received from a sound innovation context. To be relevant, carrying out of improved contest scheme
supervision must consist of zones of the market presently monopolized by state companies. The
significance of competition implementation to China is determined by a straightforward appropriate

process to restrain misuse and a capacity to inhibit bad conduct (Sigauke, 2016; Nica, 2015a, b, c;
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Prowle and Harradine, 2015; Bauder, 2016) that occurs from indicating fairness and introducing
reasonable solutions. Leading prices in its financial markets are impacted by political intrusion.
Intervention supervises access to capital, with reference to privileged access to bank loaning, rights
to release equity and debt on public stock exchanges, and to circulate money in and out of the
country. Discontinuing the habit of placing government in a situation to allow transactions between
savers and borrowers is key to updating China’s financial system. Its unwillingness to let weak
companies be unsuccessful maintains misrepresentations of firm accounting, blocks assets that
could be redistributed strategically, brings about good money to be switched after bad, and
forestalls growth chances to more competitive companies (Rosen, 2014).
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