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Abstract

Since 1970s, international trade began to develop rapidly. Along with the
rapid growth of the world economy, enterprises and individuals put more emphasis
on the improvement of service. So the service trade is considered as a new growth
point in the international trade. The service trade has exceeded the growth in goods
trade. From 2001 to 2010, world service trade volume increased from $ 2,957.8
billion to $ 7, 166. 6 billion, an increase of 2.42 times. The “general agreement
on trade in services” in the WTO Uruguay round negotiation also laid a solid
foundation for the development of trade in services.

At the same time, China service trade also develops at a high speed. Since
China joined the WTO, China holds close trade with other countries. The open
Chinese market has attracted many foreign enterprises. In the promotion of market
effect, China has vigorously put forward to develop the trade in services. Thus the
Chinese status in international service trade market has been upgraded continuously
and the trade in services also has been developed rapidly. However we still find a
huge gap between trade in services and trade in goods. Our exports are in the
inferior position. These situations illustrate that compared to the world level,
Chinese service trade is still backward, and on the other hand, there is still much
room for the development of the service trade in China.

Because of the particularity of services industry, international trade in services

becomes one of the severest places of trade barriers. On one hand, some core
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service products takes the character of “ quasi-public good” , which fluctuates
several countries’ poorly political nerves and thus set barriers to restrict
international movement of service products. On the other hand, to use the
comparative advantages in service trade, encourage the development of service
trade, and facilitate economic growth and employment, many developed countries
have optimized environment of service development through clearing service trade
barriers and establishing rules and laws related to service trade.

Due to the differences in service trade barriers and rules, the development
environment of service trade differs among countries. That affects the
competitiveness and development level of service firms in different countries. In
recently twenty years, academics have focused on service trade barriers, its scale
and its effects to economy. Most researchers conclude the improving effect of
most-favoured-nation to international trade barriers, but the former cannot clear all
the barriers. Some researches show that policy diversity is one of the most serious
barriers in international service trade. In this sense, how to understand policy
regulations’ effects on international service trade and service firm heterogeneity,
the experiences of developed countries in this situation, as well as the deficiency of
China’s regulations in promoting service trade, is a significant topic to be
researched.

The main research question of this dissertation is the influence of policy
heterogeneity on service trade. This dissertation analyzes the origin of policy
heterogeneity theoretically, such as various degrees of policy regulations. And also
the ways in which these policy heterogeneity affect service trade and the decision-
making of service providers when they provide service across borders. Having
taken into consideration the characteristics of the industrial level, this dissertation

analyzes the features of the influences that policy heterogeneity has on the industrial
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level, thus establishing a theoretical model of policy heterogeneity’ impacts on
service trade. After that, the dissertation did empirical tests on the impact of policy
heterogeneity of bilateral service trade on state level. An indicator system to
measure policy heterogeneity is established. On the basis of the indicator system,
with the utilization of gravity mode, quantitative research has been carried out to
find out the relationship between policy heterogeneity and service trade in order to
find out what kind of influence the former has on the latter. In the meantime, this
dissertation offers theoretical discussion on transmission mechanism of the influence
of policy heterogeneity on service trade, through the discovery of which, the
author puts forth political suggestions to promote the liberalization of services.
Then, by transferring from state level to industrial level, the dissertation makes
empirical tests of the impact policy heterogeneity have on bilateral trade in services
with reference to the analysis framework of international competitiveness on
industrial level as well as the modeling regression of the data from the two most
important sectors of international trade in service—telecommunication service and
transport service with the conclusion that the policy heterogeneity influence bilateral
trade in service more evidently on industrial level than that on state level. Another
conclusion is that what needs our urgent attention is the impact of China’s service
policy laid on its involvement into international trade in service. This dissertation
also analyzes the influence of China’s changes in service policy on service
industry. With reference to previous researches of trade policy modification on
service trade barriers and its development, on the basis of GTAP model and under
the assumptions of Sino-US BIT negotiation which is carried out now and the TISA
which China would possibly join, the author simulates the potential effects of
various results from Sino-US negotiation of BIT and TISA on China’s service.

Lastly, the author brings about suggestions for the improvements of China’s service
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trade, especially for the situation after industry segmentation based on the impacts
of policy heterogeneity on service competitiveness which are discussed in the earlier
part of this dissertation.

This dissertation used various research methods. From the perspective of
international economics, it takes the barriers of trade in services, the cost of service
trade, the strength and differences of policy management, and the productivity of
enterprises as research objects to evaluate and quantize the effects of the adjustment
of policy on service trade. On the basis of reading substantial literature, through
literature analysis and historical induction, to discuss the neo-classical growth
theory, new economic growth theory and new International trade theory about the
influence and effect of a country’s economy and enterprises on the condition of
trade policy changing, and this dissertation also summarized about the
phenomenon. Besides that, this dissertation not only combines qualitative and
quantitative analysis together, at the meantime, it also studies the prescriptive
quality and quantity, to integrate and support both of them. This dissertation adopts
qualitative research and it’s method of data collection and the way of analysis. The
quality research depends on the authoritative data of government and academia,
especially when the doing the quantitative analysis for the differences and costs
between international and domestication service trade. On the basis of reviewing
relevant theories and literatures, to clear the existing theories and improve part of
them, in ways of quantitative analysis and empirical analysis, so on and so forth,
which aim to evaluate the mechanism, purposes and grades on the condition of
different adjustment of trade policy. At the same time, this dissertation also
supplemented by case study method, which is, analyzing the differences among
OECD countries and emerging economics on service trade policy from the overall

impact and mechanism function. Since the different adjustments of service trade,
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the influence is different. In terms of that, this dissertation did an in-depth analysis
of the influence, combined horizontal analysis and vertical analysis together, and
fully considered the changes on the background of economic globalization,
technology, capital and some free flow of production elements, the results can be
compared and verified.

This dissertation is on the basis of theoretical model analysis to make empirical
research assumptions. No matter on the overall level or the level of five
dimensions, the policy heterogeneity between home country and host country can
significantly hinder trade exports of home country service trade. And this kind of
hinderance is more obvious on industry level rather than national level. This
dissertation also forecasts the empirical results, and believes that pure national
policy strength index cannot fully explain the regulation’s effects on bilateral trade
in servicetrade; it needs a further analysis which combined with taking policy
heterogeneity into consideration. The influence of policy heterogeneity among
countries’ service trade are mainly affected by the influence of export decisions of
service providers. This process depends on the fixed costs of enterprises export.
Because of the existence of fixed costs of service provider when doing cross border
business, policy heterogeneity increases, the fixed cost will rise too, companies
will need lager output to compensate this part of higher fixed costs. On this
condition, the two paths will at the same time affect a country’s exports of service
trade, but the two are in the opposite direction. On the one hand, the increase of
policy heterogeneity will reduce the amount of export enterprises and the exports of
service trade will reduce too; on the other hand, the increase of policy
heterogeneity increase the export scale of every export enterprise, which may
increase the exports of service trade. The effects of the two opposite paths have a

connection with research industry and characteristics of products. But in general
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service trade industry, the results can often be that the policy heterogeneity hinders
the service trade.

Through the analysis which is based on OECD data, the main conclusion has
some distance. Although it may generate some negative effect, the coefficient is
very small. This may be because of the use of electronic communications in recent
years, the influence of network may be larger than the influence of face-to-face
communication. Besides, the influence of policy heterogeneity can be observed
from the following variable parameters. First, the product market regulation level
(PMR) of the country has a negative impact on bilateral service trade. This is
consistent with Porter Hypothesis, which is the regulation and protection of
domestic market and hinder the international competitiveness of domestic service
producers, to reduce the possibility of service exports. This is also consistent with
common sense. The higher of the regulation level, the greater enterprise costs will
be, it may also indirectly influence the international competitiveness of enterprises
of export services. On the dimension of policy heterogeneity, the regression results
show that, the opacity of regulation and administration, competitive barriers, the
dominant barriers of trade and investment may have a negative impact on bilateral
service trade. Assumed that the country and the year is fixed, the opacity of
regulation and administration decreased by 50% , other subdomains remained, the
overall trade service can increase by 30% . If all the regulations of subdomains
cancelled, the overall level will increase by 300% .

From the influence of policy heterogeneity and policy intensity on direct
foreign investment, the differences can hinder the FDI of service department. From
several perspectives of regulation, the possibility of opening its own country’s
product market is very small.

The empirical results from industry level are as follows. The policy intensity
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for the telecommunication of bilateral trades has an obvious significant effect. The
policy heterogeneity of state control and newly built enterprise barriers has obvious
effect. The opacity of regulations is also an important factor which hinders the
bilateral trade development of telecommunication. However, the empirical results
of competition barriers demonstrate it actually promote the development of bilateral
trades in telecommunication industry. On transportation services, the policy
heterogeneity index of newly built barriers obviously hinder the bilateral trade,
differences of state control is also an important factor in hindering the development
of transportation bilateral trade. The two indexes, namely the opacity of
regulations and differences of competitor barriers, have different regression results
as the author expected. The opacity of regulations and differences of competition
barriers do not have inhibitory effect, however, to some extents, it stimulate it.
The differences of competition barriers may be caused by the industry
characteristics and fast respond capability of competitors. However, the
relationship between the opacity of regulations and bilateral trades is still needed
further verified. In other words, despite policy heterogeneity have some uncertainty
relationship with bilateral service trade on many dimension, however, for the
overall perspective, the policy intensity and policy heterogeneity may hinder the
development of the service trade of the two countries. Although the characteristics
of the industry itself and its quick reaction capability can be adjusted in a short time
to adapt domestic and foreign market. However, lowering or reducing some
unnecessary regulations can greatly promote service trade among countries. At the
same time, the bilateral service trade on industry level has positive correlation with
the index of exports domestic comparative advantage on industry level, and has
negative correlation with imports domestic comparative advantage. And both of the

two countries’ innovation competent indexes have positive relationship. This can
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demonstrate that the industry’s international competitiveness index system have
certain science, it can be verified with empirical data. The hierarchical evaluation
system of industry competition strength, competition potential and competition
environment can be applied in the later quantitative research.

This dissertation has three innovations. The first one is on the basis of gravity
model joining policy heterogeneity to deduce the influence of service trade
development. Many previous studies didn’t take policy heterogeneity into
consideration. In fact, the time of regulation adjustment and standard of regulations
of different countries will exert important influence. The second innovation is this
dissertation is based on OECD data. The empirical analysis mainly concentrate on
the different trade flows according to different industry regulations and policy
heterogeneity, and the influence of policy regulation on service total factor
productivity. The last one is this dissertation is based on the GTAP model for BIT
of China and the United States agreements, TISA negotiation, to estimate the
influence of China’s service trade development. Due to the recent bilateral
investment treaty ( BIT ) agreement is in progress, China has formally applied to
join the service trade agreements (TISA), assuming that China basically agreed to
the terms and conditions of the above two agreements, to further adjust the service
trade measures and to examine the service trade liberalization of China’s service
trade may be affected.

At the same time, this dissertation may have such following limitations. First,
when using OECD multinational database for the empirical analysis, the differences
of time and span of accessing data may cause certain difficulty to the empirical
analysis. At the same time, when forecasting the influence of BIT agreement and
TISA negotiations based on GTAP model, there are some difficulties such as

setting up related parameters. It needs in-depth analysis and certain subjective



