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Introduction

The main motivation for choosing the subject of the Ph.D. thesis has as a starting point
the observations made in the past decades regarding the “Chinese miracle” which took place
in the past 40 years, and the way China is placing itself at world level, particularly reported to
its main competitor, United States. Within this period of time China has recorded an impressive
average annual GDP growth which makes it one of the most accomplished feats of
development for a market throughout this period of time. The growth in GDP achieved by
China in 2020 was 82 times higher than its 1979 GDP.

Within the thesis, I tried to analyze the development of the two economies, China and
United States, particularly as regarding the way by which the political decisions took by China
in a centralized way and the ones of the US in a liberal manner applied on the specific business
environment influenced the pace of the economic growth between 1989 and 2020.

The main potential problem and concern for my thesis was the need to have access to
the relevant information in order to create the necessary infrastructure permitting me to perform
a sound analysis in identifying the relevant policies, reforms and indicators in order to assess
their influence on the evolution of the two mentioned above economies. The collected data and
information is permitting to understand and consider the way the differences between the two
divergent governance systems, applied on separate economic and political systems may

generate economic growth in the long run.

Objectives

In this thesis, we start with the theoretical side and move towards the ideological and

political economy ones. In addition, the analysis has a more pragmatic and practical approaches



to some parts of the paper in order to achieve the objective of reflecting situations as they are
in real life, as close as possible to actual situation.

To achieve these, we are looking from a top-down approach of the economy, meaning
we have focused on macro indicators and available company and employment data, using some
relevant the indicators like GDP per capita, GDP growth, FDI, FDI growth, Number of
companies created and operational, number of current employees, sectors of activity, the
necessary conditions in order to establish different forms of companies as well as the
classification of the companies from the point of view of their form of incorporation.

In the case of China, I must mention that in some situations the data simply has not
been made available for by the Government to the public so there was no way to obtain it. In
these scenarios I have provided the data which is publicly available and made the analysis
based on that. Such instances cover data for Number of Corporate Enterprises by Status of
Registration, which for some reason is missing information for the period 2000-2010 and, in
the same category, the data for year 2018 is missing as well. I was unable to find the reason for
the lack in data so I would just like to mention this fact here.

A separate objective is looking at the two countries and finding the patterns between
the two economies where similarities and differences occur. We do this by analyzing the data
at our disposal and making the connection between it and the polices and reforms pushed by
the governing bodies. This in turn should allow us to understand where changes need to be
made in order for more impact to be had.

The final objective is to see which model of the two is the best one, if either, and if not,
what is the best model which would lead to a constant, continuous and harmonious growth.

As support for this research we look into some of the particularities of the two countries,
USA and China, and each way of approach and try to emphasize and make apparent what is
different from one side to the other as well as compared to other developed western economies
which might do things another way, eliminating therefore any bias from the reader with regards

to how something works and/or functions, in either of the two economies.

Methodology

This is one of the most important aspects of a scientific paper, study or any research

project involving collection and data analysis and more. It is of utmost importance in papers



such as this thesis since we are exploring matters with interdisciplinary implications from both
a quantitative as well as a qualitative method. Through these different methods we are able to
analyze and address different aspects of our data and explain some of the issues and differences
in and among them. We are better able to examine the impact of policies and reforms on the
economic as well as social environment, combining them for the purpose of this paper.

We will be analyzing the influences of the running systems of governance and reforms
through quantitative instruments by looking at statistics and economic reports, while at the
same time we will get qualitative data and information from governmental documents, press
releases, abstracts found on administration websites, and much more.

The way we will use these methods in a more precise way is by:

- analyzing the relevant literature in the field, including scholarly sources;

- use of primary sources as starting points in the analysis;

- use of secondary sources in order to confirm data in the analysis and provide context;

- use of descriptive methods to observe the phenomena which occur in the area of
research for the two countries;

- historical research has a very important use case, in particular in the first part of the
paper as well as in the initial introductory parts for the sections on each country;

- use of both inductive and deductive research methods, to aid in a better more structured

approach when it comes to the conclusion aspects for each studied case.

To start the analysis, one must first go over and add information from primary sources
in order to set a starting base for the research paper. In doing so we can have a stable point of
departure in our analysis with correct and accurate data.

In obtaining this data we have had a look at all official reports available on the matter,
for which we had to look into the data bases of the governments, on both sides, and inspect
the available material and data. In doing so we have accessed the data provided by the U.S.
Congress database, containing some bills which have then been passed into laws along the
years and which we consider relevant for the research within the thesis.

We also collected data from archived or live websites of each administration that was
into power in the past four decades, where we were able to see the impact made by each
President and his administrative body while in office, through various reports and legal
documents.

For the Chinese part of the paper, we have had to go on the government’s databases,

such as their National Statistics Bureau, in order to access the information. Some variations



have occurred in getting to this information since China changes some of the reporting
entities every now and again, situation that happened when the National Statistics Bureau was
given the task of covering the data reported in industry in the middle of the 1990’s. This
move resulted in some of the information not being transferred properly and by this being
lost, causing incomplete data for the analysis.

With regards to the secondary sources, we analyzed relevant books and multiple
papers on the subject of both United States of America as well as the People’s Republic of
China, among which we mention the work of Paul G. Clifford ( The China Paradox), as well
as Edward Tse’s work in the book entitled China’s Disruptors, which provided amounts of
context with regards to the business environment and political reforms, important for the
qualitative analysis of the paper. For the USA the focus was more on the aspects of provided
documents of analysis provided by the government and administrative bodies of the
presidency, as well as a number of articles written on similar subjects, in particular regarding
the presidencies throughout the years.

A general mention with regards to the documents analyzed in all aspects mentioned
above for China is that there is a considerable language barrier, since I do not speak any dialect
of either Mandarin or Cantonese, so I had to base the research entirely on papers and documents
published and released in English. I also must mention that all Chinese authorities do offer
bilingual documentation, so most of the needed reports and documents I was able to find in
English. This was also the case of the academic papers which have provided a very interesting
view into the inner workings of the regime as well as factors which have led to the growth of
the country. From this collected data and context on the Chinese economy and overall
landscape I was able to better formulate the approach in how to go about a proper analysis of
the changes.

As well as taking data readily available and inserting it as direct reference in the paper,
I have used forms of inductive and deductive methods of research to add information and
knowledge of the topics from books and articles on the various types of businesses and various
types of financing, for the relevant chapters, allowing this information to guide the structure of

the paper and add a more practical and pragmatic aspect to the theoretical work.

Research questions



The below questions are some of the main ones we will be aiming to answer by the end

of the thesis. They form the backbone of the paper, leading me to the structure I have outlined

below, as well as focusing the direction this paper has taken.

o What influence does China have at a global level?

o What influence do USA have at a global level?

o How are the policies influencing economic growth?

o How are they influencing the general strategy of the economy as a whole?

o What are the benefits of each of the two approaches?

o Which are the most affected businesses regardless of the policy changes?

o Is there a better approach in changes in legislation?

o What needs to be modified for the economy to keep on growing?
Structure

The Ph.D. thesis begins with an introduction which sets context for what the analysis.

In this part we can see the basis of the research and points of focus for data on both countries,

China and USA.

The second part of the thesis, the one in which we analyzed China, was broken down

in the below sections, to better explain the context, processes and politics which led to reforms

and influenced the country’s development in the last four decades:

Brief historical context;

Types of businesses and how they can be incorporated, by analyzing the process of each
and seeing who can start them, any limitations they might have, for both form and
function,;

Then we look into the changes after the 1979 reforms, with a very brief overview of the
time between 1990 and 2020;

An analysis of how entrepreneurship started to impact China and its economy;

The reforms and policies implemented throughout the years in China, where in order
for us to better see and observe the progress I have provided some context by adding

sets of reforms from 1979 up until the last years of the study, 2020;



e For the last part of the China section we analyze the influence these changes have had

on the economy.

The next part of the thesis moves on to look at the United States of America. Here we
look at similar changes in the US economy as the ones we had analyzed for China concerning
the progress done by the country from 1989 until 2020, with some information from before that
time, just so we can set context and have a better comparison between the two countries on
equal terms.

Here the sections of our analysis are the below:

e Overview of the economic environment;

e Types of companies that can be incorporated,

e Types of funding for each type of business based on the point of development
throughout their progression in the stages of development of each,

e Analysis of each presidents term and the changes brought in their time.

The last part of the paper are its conclusions.



Literature review

As an overview of the literature on which this paper is based, we have looked and
analyzed the books from Edward Tse’ book “China's Disruptors: How Alibaba, Xiaomi,
Tencent, and Other Companies are Changing the Rules of Business* and Paul G. Clifford’s
book “The China Paradox: At the Front Line of Economic Transformation”, as two of the most
influential and important sources of data and information for the context of the Chinese part of
the paper. Between these two, enough context was offered with regards to the development of
China, both from a citizen perspective as well as from the company and governmental ones.
They both show how the corporate system developed and how the markets have changed
throughout time, both covering the last 40 years.

In the same time we added data from some important and influential studies for this
section which come from Yingqui Liu, General Director at the Center for Private Economic
Studies in the Chinese Academy of Social Sciences and his research fellows, entitled
“Development of Private Entrepreneurship in China: Process, Problems and
Countermeasures”. This paper itself gave us a very good look into the performance of the
Chinese economy from 1979 until 2002 and the intricacies experienced by it in that time. It
also allowed us to direct our focus to the figures and data we were most likely to uncover for
China, and a view as to the interpretation and approach in analysis done by a team of people
familiar with the situation and economic and political background.

Other papers, journals and articles were used in addition to data found on such databases
as the Chinese National Statistics Bureau and MOFCOM.

As for the United States of America, the representative books cover one area at once,
for this reason such sources as “This Day in Presidential History” written by Paul Brandus, is

a good representation of the kind of available material for study here. Majority of used data



however comes from various public sources of information such as the most used when it came
to the administrations chapter: the U.S. Congress website, the U.S. Census Bureau, U.S.
Bureau of Statistics, U.S. Small Business Administration, IRS, SEC, FED, as well as many
more databases and research papers covering the progress of a sector or other in the US

economy.

China: Aspects regarding the evolution of China’s Economic
landscape as concerning the types of companies

In this chapter we have an overview of the Chinese economy providing context for the
years prior to the beginning of our analysis and then moving into the events of 1990 and above.

We see that in the past 41 years China continued almost constantly year to year to push
for more reform to changes its economic status and improve its economy. This we see happens
through different periods of time in different ways, therefore we have 4 major moments in
China’s development, with the 5™ and final one being the current one.

First China opens up its economy starting with 1979 under the leadership of Deng
Xiaoping. By far the most important political leader in China’s 41-year development, he was
the one that kept on pushing for a more open economy, by implementing the House
Responsibility System, allowing farmers to contract their land and retain production in surplus
once the quotas in the agreement were met. Any output in excess could be sold on the open
market. This act creates a powerful incentive for people to start farming on their own and leads
to increase in output and efficiency.

Next step was the creation of the Special Economic Zones (SEZ’s), which were used
by the government as experiments to study what would happen if they would allow foreigners
to invest in their countries. These zones were a few in the beginning but multiplied significantly
throughout the years. They allowed certain investments to be carried out by investors and
certain company structures to be used for this purpose, with access to the local market permitted
only in the zones. The presence of a local partner was always required.

The 1980’s bring more market-oriented reforms with the introduction of the “Open
Door” policy, which together with the SEZ’s increases access of international actors to the
local economy, making sure that in this way capital flows through, as well as business and

technological know-how.



The creation of Township and Village Enterprises or TVE’s plays a significant role in
the continued development of the open markets and the entrepreneurial sector. These
companies were used to increase the production of goods at both rural and urban level and
leading to a boom on the economic environment.

The State-Owned Enterprise reforms occurred in the 1990°s and was due to the lack of
competitiveness and production capabilities of these companies.

These companies are some of most competitive Chinese companies of today, so these
struggles and the added need for control would have an immense impact in the years to come.
One such company is Lenovo, another is the Haier Group, a large manufacturer. Both these
companies are significant with regards to USA as well, since they both acquired or currently
own large parts of big US based corporations.

On the side of Lenovo, some of the acquisitions they have made in the past are:

- IBM’s personal computers business, acquired by them in 2005;

- 2014 they bought Motorola;

- other businesses they have acquired outside of China, which include large
companies form Germany, Japan, etc.

On the side of the Haier Group the story looks similar, since they also started a large
acquisition process as it follows:

- They are the majority owners of General Electric Appliances in the US;

- own the rights to produce and distribute products in the US under the brand
name Hotpoint, who it co-owns with Whirlpool;

- just as it is the case for Lenovo, Haier has some major companies acquired in
countries around the world, Germany being amongst them.

Continuing the resume of this section of the thesis we see that in the 1990’s the first
stock exchanges had opened in China, one in Shanghai and the other in Shenzhen. Their aim
was to provide capital to finance the private markets.

The next year’s show a reversion in tactic employed by the Chinese government when
more policies are implemented to take the country back to more control in the hands of the
government. During this time the openness of the market is seen as a weakness and the lack of
control as a potential risk to the main strategic sectors of China.

In 2001, China joined the WTO in 2001. In 2004 the introduction of the “Go Out”
policy was made, which asked all companies to start investing outside of China, in order to
expand their operations, gain knowledge and capital. An added benefit was the promotion of

the Chinese values and way of doing business to attract more investment into the country.



In 2012 Xi Jinping comes into power. In 2013 he started to implement the “Belt and
Road Initiative” a project which aimed to create economic cooperation between China and
countries around the world, from Asia, Africa, and Europe. With this program China is
investing in countries which wish to become partners in order to develop their infrastructure
needs, on land, sea and air.

The last Xi initiative is the Supply-Side Structural reform, aimed at increasing
efficiency in the industrial sector and the need to invest in continuous development of the

infrastructure and technologies.

United States of America

The chapter starts by analyzing the business environment by shaping and defining the
most important types of companies:

- Sole proprietorship

- Partnerships

- Limited liability company (LLC)

- Corporation - C corp

- Corporation - S corp

- Corporation - B corp

- Corporation - Nonprofit

- Government/public companies

- Other noncorporate LFO's

Once this is covered, we look into the types of financing sources available to these
entities . These range is based on the type of company and size, and we only analyze the
types which provide liquidity or financial assistance to the start-ups and young companies, so
they can get off the ground and operate on their own forces. These types of financing options
are:

- Early-Stage capital
- Growth Capital

- Crowdfunding

- Debt financing



Angel Investors
Venture Capital

Alternative methods: Accelerators and Incubators

Then in order to better understand the policies implemented throughout the years we

look at each presidential administration and what it was able to accomplish. By doing this we

can analyze the policies which have been passed throughout the years and what impact they

might have caused to the economy, establishing thus a connection between the two.

Below we analyze the presidents and their main achievements during their period of

time in office.

First on the list, which took office one year prior to the period of analysis, a reason why

the data for the US contains numbers from the year 1989 in its analysis, is President George

H.W. Bush, who was a candidate from the Republican Party, previously he also served as Vice

President, under President Ronald Regan, for two terms.

Important developments during his time in office:

Introduction of the Bail Out plan immediately after coming to power which was
a great success, allowing the Federal Deposit Insurance Corporation more
oversight over the banking sector;

took action against China banning sale of military goods and service to them;
Revised bailout plan introduced, which creates a new institution that has as a
main purpose to overwatch all mergers or liquidation of banks, called

Resolution Trust Company

Second, we have President Bill Clinton, who is a member of the Democratic Party.

Moments of note for him in his two terms in office are:

the health care sector reform, which managed to lower the cost of health
insurance, with an aim of providing universal coverage;

the Omnibus Budget Reconciliation Act, main aim was to decrease the deficit
of the budget by increasing taxes and cutting spending by the Government;
military conflict abroad, battle of Mogadishu and then an attack of American
troops in Somalia;

signs NAFTA in 1993;

China status renewal, the Most Favored Nation status granted,



changes to the Welfare act, to limit access to the newly accepted migrants form
Mexico and Canada, setting rigorous conditions for them in order to access
certain type of social benefits;

the economic deficit goes significantly down, period of economic expansion

follows until 2001 when the country goes into recession.

President George W. Bush comes into power just in time for the economic crisis of 2001.

Immediate action is required so his important moments start with:

implementation of the Trillion-dollar tax cut plan;

goes against China, by publicly backing up Taiwan instead of China;

9/11 attacks occur and he starts the hunt and fight against Al Qaeda;

more tax cuts introduced to try and end the recession and to create more jobs;
implementation of the Medicare act, by which prescription drugs were covered
by insurance and also the insurance companies were incentivized to cover them;
stimulus package introduced giving money to individuals in order to stimulate
spending;

banks start to fail;

signs the largest bailout TARP.

President Barak Obama continued to deal with the fallout of the economic crisis. The

most important moments for him in his two terms in office are:

starts work on new policies to help eradicate the fallout of the economic crisis;
legislation pushed forwards to add stability to the economy;

new bank system regulations are introduced;

introduction of new healthcare initiatives which end up forming the base of the
later introduced Obamacare Act;

extension of measures imposed by President Bush with regards to tax cuts;
STOCK Act is introduced to fight insider trading;

the Taxpayer Relief Act gets introduced which keep taxes low for the majority
of the population;

student loan help measures introduced;

some type of benefits to immigrants are given;

takes part in the Paris climate agreement discussions;

starts negotiations for the TPP.



The last President in our analysis is President Donald Trump, who, as a candidate had
been selected from the Republican Party. His most important moments in his one term in office

arc:

a significant boom of economy following the introduction of the legal

provisions concerning indirect protection offered to American companies;

- In 2018, Trade war with China starts, which escalates in scope and reach through his
time in office;

- Withdrawal from the TPP;

- negotiates a separate deal with each country ;

- Withdrawal from the Paris Agreement on climate change;

- introduction of $1.5 billion tax bill, which lowers tax rates for corporations as
well as wealthy individuals;

- COVID 19 Pandemic starts, measures are put in place to stop it;

- Emergency bill signed facilitating a $2 trillion budget to help companies and

individuals to surpass the Covid generated economic problems faced by them.

Conclusions and future predictions

To conclude, we have seen that the objective and questions were answered, while in the
terms of the hypothesis and the question which model is better, we have seen that they both
have their advantages and disadvantages. The issues in the US economy caused by bad policies
have far less impact when it comes to the ability of action that is available to the economic
operators or citizens to protect themselves since they are free to take any necessary action in
doing so. For this reason, most economic crisis are dealt with rapidly and recovery comes back
at a relatively small price. In terms of the Chinese government the case may be that if a large
enough problem comes again, like to COVID 2019 pandemic the repercussions for the people
of the PRC could be far worse than what we have seen and as previously mentioned, anything
in China is split amongst its population, which pays the ultimate price.

For the next years China will start to push more and more nationally favoring policies
with more control being taken back by the government and a push to remove the preeminent

figures of the business leaders of large local corporation in favor of the state. They are pushing



also for more innovation in terms of new technologies, trying to catch-up with the US
companies progress in terms of Al and electrical cars. However, the main driver that is being
pushed and stressed is the growth of the local market and the power of the local market, where
the aim is to generate most of its GDP growth from it. This is a risky plan but very much hand
in hand with what China has always been aiming to do, which is more control to the government
and a more controllable environment in which to operate.

With regards to the US, the developments done in the past years with regards to Al and
new research into quantum computing and other technologies is remarkable and far more
advanced and ahead than what China has abilities for right now. At present they are facing a
social problem with the democrats and their liberalism leading to issues which are not the scope
of this paper. The biggest issue however is the economic crisis which will follow, started by
the default of some local banks, which seem to continue to occur even at the moment of this
writing, will accelerate the turmoil and most likely lead the country to another much deeper

and longer crisis than the one in 2008.
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