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Abstract

This book is the final research result of Key Project of Philosophy and Social Sci-
ences Research, Ministry of Education “Research on Economic Theory and Develop-
ment Strategy of China’s Modern Service Economy”

This book summarizes the evolution law of service economy, discusses the econom-
ic meanings of service demand and supply according to the economic development histo-
ry, and explains the value and price of services on the basis of characteristics of serv-
ices. The development process and trend of service economy are analyzed from historical
and sector perspectives. Strategic choice and measures are put forward according to
China’s condition. It describes and analyzes some key theoretical and policy issues con-
cerning about producer services, consumer services and public services, income distri-
bution, trade and foreign direct investment in services.

The major findings are as follows:

The structural interlink between manufacturing and services will change significant-
ly along with the economic development and deepening of division of labor. The depend-
ence of services on manufacturing decreases evidently and forms a self-development and
enforcing mechanism. On the contrary, the dependence of manufacturing on services in-
creases continuously. A good interaction mechanism between manufacturing and service
industry has not come into being. The under-developed producer services in China has
stemmed from the constraints of social credit, institutions, regimes, policies and
rules.

Due to the constrains of supply, demand and regimes, consumer services in China
are on low-balance point, not only the scale and structure, but also the quality are lag-
ging far behind, which is a big barrier to the upgrading of industrial structure. The most

sensitive factors are per capita disposable income of residents, the price, quality and
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safety of services. There exist big differences on sensitive factors between urban and ru-
ral China, specific commodities and services. The regional distribution of consumer
services is highly uneven. The regional clusters vary from sector to sector. The specific
location advantage of consumer services is lagging behind that of the producer services
in China.

The supply of public services can not meet the demand, comparing with the strong
increase in demand of social public services. There exits great uneven regional distribu-
tion and urban-rural gap. The rising demand and inadequate public services triggers
some social contradictions. A perfect public services system to benefit 1. 3 billion people
should be built so as to realize the equalization of public services. .

China’s international competitiveness of services trade is rather weak and the trade
structure is of low-grade comparing with other main economic entities. Specialization pat-
tern of services trade is not stable. The stock of FDI in China’s service industry is rather
small, the industrial distribution is undesirable, and FDI in service industry shows
strong locational preference. The empirical results show that there are not significant FDI
spillover effects on China’s service industry. Human capital, R&D and openness of
service market are important determinants, which constrain the positive spillover effects
of FDI. The positive relationship between FDI and the development of China’s services
industry is not evident, the scale and quality of FDI in services should be further in-
creased.

China’s economy is relatively backward in form, which causes many tough prob-
lems in consumption and livings, specification, sustainable growth, trade and foreign
investment. In essence, these problems are structural and endogenous. In order to solve
these problems, China should strive to form the service economy together with the world
structural adjustment and upgrading. Thus, China is facing the dual task of industriali-
zation and servicesation, that is to say, to fulfill the service-oriented transformation by

following a new industrialization approach.
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