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ABSTRACT

According to the economic convergence theory, this
round of strong potential of extraordinary growth has
originated from the economic development gaps between
the newly developing countries and the developed ones.
The international experience also tells that the speed of
economic growth tends to slow down after the country’s
GDP per capita exceeds $ 16,740, or when the ratio of a
certain country’s GDP to that of the most developed coun-
tries(for example, the USA) exceeds 57%, the economic
growth of the said country would fluctuate around the
“technical boundary”, that means, its growth trajectory
converges gradually. If counted in terms of Purchasing
Power Parity(PPP), China’s GDP per capita in the year
of 2008 accounted for 21% of that of the USA, the re-
maining gaps to that of 57% will be the potential of
China’s extraordinary growth in the future. From the
theoretical reasoning, China’s extraordinary growth can
last at least for more than 20 years. But we argues that
when we make the analysis of the extraordinary growth,

we have to introduce the structural factors as the struc-



tural configuration effect is the main channel to release the supernormal growth
potential.

Among many of those structural disequilibriums, the development level of
the service economy lags far behind the others, and its structural imbalances re-
main to the maximum degree. The world development data from the World
Bank showed that, in 2008, the world service industry as a share of GDP has
risen from 53% in 1970 to 70. 1%, the high-income countries of the service
sector reached 73. 4%, and the proportion in China in 2010 was only 43%,
which is significantly lower than that of the world average, and even lower than
the value added per capita of service sectors in the middle-and-low-income coun-
tries. Not only that, as the service economy development has a close relation
with the development of industrialization, urbanization, informatization, mar-
ketization, the structural imbalances brought by the serious delay of the service
economy development often stretch to the cause of structural distortion of the
development of industrialization, urbanization, informationization, marketiza-
tion. Therefore, China faces great potential to narrow the gap with the world
level of the service economy development and the structural configuration effect
will be released to the great extent.

At present, China is still in the transitional period from the medium-term to
the late-term stage of industrialization, the industrial development and its pro-
portion in the national economy plays a dominant role and presents many typical
characteristics of large-scale industrialization. In the context of current develop-
ment level of China, it is hard to say whether it is too early to discuss the devel-
opment of service economy. To the matter of fact, it is an issue of the actual
adaptability to the development of service economy. In fact, the industrial econ-
omy has inner linkage with the service economy development in the process of in-
dustrialization in any country. The process of industrialization is almost simulta-
neous with that of the cultivation and development of the service economy. Fur-
thermore, the process of cultivating and developing service economy is not pas-

sive, it often plays a guiding and supporting role to the process of industrializa-



tion. Not only that, under the condition of different historical background, a
certain country’s industrialization process has different trajectories of its own. In
the historical background of the era of a global economy, China, as the world’s
second-largest economic entity, has gradually been integrating into the great
process of economic globalization and the world economic pattern, which inevita-
bly will bring profound influences and changes to our country’s industrialization
process. Therefore, we must examine thoroughly and follow closely the main
trend of world economic development and promote the industrialization process
with the help of global service economy. The promotion of the development of
new-style industrialization is subject not only to the technological innovation and
transforming the traditional industries with information technology, but also up-
grading the value-chain of manufacturing industry by means of servitization. In
achieving the change of economic development mode, we depend more on the
domestic demand, especially the consumers’, the drives by the accumulation in
human capital and improvements in efficiency, and also the vigorous boost of
service economy.

Judging from China’s future economic development, the era of service econ-
omy is not very far from us. In the coming ten years, China’s per capita GDP
may probably rise from 4000 US dollars to 10,000, ranking, at that time, as
one of the developed countries. According to the forecast of “global wealth re-
port” released by the Credit Suisse Research Institute in 2011, China’s total
household wealth will increase from $ 20. 1 trillion in 2011 to 39 trillion in
2016, which will represent a net increase of $ 18 trillion to the global wealth,
equivalent to the combined wealth of all Asia-pacific countries excluding that of
India’s. Consistent with the trend of rapid increase of wealth, the service econo-
my is bound to witness a rapid development. Moreover, some developed areas,
especially those of metropolitan cities in China have been entering the stage of
post-industrialization, therefore, the development of service economy becomes a
very urgent pressing realistic problem. Under the current situation of political

and economic structure readjustment in the world caused by the financial crisis,



the global competition for the international economic center will be more and
more heating. Shanghai, as one of the big cities, has the responsibility to shoul-
der the task of realizing national strategy, therefore, it is its inevitable choice to
speed up the development of service economy in order to participate the global com-
petition on behalf of China. At the same time, the speeding-up of the development
of service economy can consolidate and give full swing of the comparative advantages
of these big cities and play a much better demonstration and leading role.

The biggest challenge of the development of service economy lies in what
kind of strategic development pattern we choose and the constraints that affect
the function of institution and mechanism. As the development of service econo-
my engages closely with the system change and the evolutionary process, it
brings about profound change, the adjustment and transformation of the indus-
trial structure, the functions of the government, legal and regulatory environ-
ment, population and the industrial spatial layout, transportation system, vari-
ous kinds of non-governmental organizations as well as the living environment.
Only the shift of the strategic development pattern and the deepening of the sys-
tem reform can a number of effective demands and supplies of services be activa-
ted, as a result, we can improve the service level of the national economy and
provide a broad space for the development of service economy. From this point
of view, the main functions of the external variables caused by the service trade
and investment in services lie not in the introduction and trading of the service
resources and the improvement of national welfare, but the introduction of inter-
national general practices and the formation of the “Forced Mechanism” to pro-
mote the deepening of the domestic system reform, especially the change of gov-
ernment function, substantial cancellation of the administrative examinations and
approvals, lowering of the threshold of market access, enforcement of reasona-
ble and effective supervision, perfection of the social credit system and standardi-
zation of the market order, etc, by means of opening wider to the outside.
Therefore, the release of the potential and capability of the extraordinary growth

based on the effect of structural configuration of the service economy is subject to



the understanding and mastering the regular patterns of the service economy de-
velopment, the finding of new power sources, especially the breakthrough of the
institutional bottlenecks that restrict the development of service economy, so as
to provide an institutional guarantee for the development of service economy, to
magnify the structural configuration effect by a systematic way and to achieve
the promotion of economic supernormal growth.

As one of the main research objects, the development of service economy
has its own special regularity. In the existing literature, we can consult many
references concerning the research analysis and discussion, such the research ob-
jects as the service enterprises, service industry, service trade and investment,
service innovation and so on. However, all these professional researches are
conducted either from the enterprises, industrial or regional aspect. Instead, the
development research of service economy is carried out from a comprehensive
study and macroscopic point of view, as the breeding, development and matu-
ring of social-economic formation, which is examined in a higher level, a broader
time span with different social-economic formation, instead of the micro and me-
dium level. Of course, the development research of service economy in above-
mentioned level and dimension will naturally cover the following different aspects
or professional points of view of the related content, especially the generalization
of service activities in service economy and in the dominant services, etc. , but
these contents are only one of the main components of the development resear-
ches of service economy. Besides, while conducting the research of service econ-
omy development, the major components, such as the service enterprises, serv-
ice industry, service trade and investment, service innovation are not separated
or isolated, nor do we simply make a combination or out-of-order accumulation,
but make it be included in the service analysis framework of economic develop-
ment, as a kind of an organic part of linkage and interaction with each other in
the operation system of the economy. Therefore, the development research of
service economy is based on some kind of comprehensive study of the economic

system.



The development research of service economy, as a kind of exploration to
the regularity of social-economic development pattern, mainly argues such issue
as “where does the service economy come from, and where to go”. Such kind of
research focuses on the analysis of endogeneity of the natural development
process of service economy, reveals various roles of functional mechanism and
evolution route of the development of service economy, examines how the service
economy bred and developed within the industrial economy matrix, expounds the
basic characteristics of the development trend of service economy, and analyzes
the main variables and the working mechanism affecting the development of serv-
ice economy, such as, the development strategy and its pattern, market envi-
ronment and management system, informationization, and the opening of the
economic system.

This book, as an endeavour to the research of the service economy develop-
ment, is not a purely theoretical induction and logical deduction, but an in-depth
exploration of many variables affecting the service economy development, revela-
tion of trend change and the development prospect by means of case analysis in
China. The development research of the service economy, as a starting point of
the research, is not in a great extent based on the construction of the social-eco-
nomic system theory concerning the service economy, but is evolved on the main
studying line of “how does the service economy develop”. This research explores
the endogenous dynamics and affect factors of the development of service econo-
my, historical stage and its characteristics, industrial patterns and development
model, market structure and the reconstruction of microstructure, as well as the
process situation and the future trends and so on. Starting from this research
perspective, we conduct an interaction analysis of service economy development
from two dimensions, one from the general of the world, the other the particu-
lar of China as an example. The development of service economy has its own
regularity, which is of general significance, and has been witnessed sufficiently
in the developed countries, so we should make the analysis of the endogeneity

and general conditions of service economy development from such a dimensions



as the world as the general case. If not so, it will be difficult for us to master the
basic attributes of service economy development and its trends. But among many
important variables affecting and determining the development of service econo-
my, the other variables are so different in reality that it is too difficult to abstract
them into general factors. At the same time, the realistic need of the research
requires that we can hardly explore those factors affecting the development of
service economy without connecting the real-world situation of China. Therefore,
it is necessary for us to analyze how the service economy develops from such di-
mension as China as a particular case.

In this book, the two dimensions are interwoven. Analyzing from the gen-
eral dimension of the world, we can have the general frame of reference of the
service economy development, which is helpful for us to make an in-depth analy-
sis of the service economy development in China, particularly helpful to seek fur-
ther the deep-seated reasons, especially in the case of severe deviation.

If analyzed along the particular dimension as the case of China, we can have
a clear picture of the actual situation and case studies concerning the service
economy development, which is helpful to enrich and perfect the general process
of service economy development, especially in reality that there are a number of
important variables affecting the service economy development in its unique way,
causing its development ways and evolution track more diversified and changea-
ble, abnormal to the extremity. So we endeavour to analyze how these impor-
tant variables affect the development of service economy along the two interwo-
ven dimensions, based as much as possible on the general conditions and com-
bined with China’s actual situation. This is not only beneficial for us to expand
and enrich the general theory frame of service economy, making it more applica-
ble and with more explanatory power, but also helpful for us to further explore
the important clues and ideas as how to promote the development of service
economy.

The analysis logic of the service economy development in the book is as fol-

low: firstly to identify and define the connotation of the service economy and its



quantitative measure, by teasing out some concepts, and give an answer to the
general question as “what is the service economy” from a theoretical point of
view, so as to establish the basic research premise.

Then, to elaborate the mechanism of formation and development of service
economy, reveal the characteristics of evolution and development trend of service
economy and strive to find out the question as “where does the service economy
originate from” by means of analyzing the motivation and its action mechanism of
the development of service economy. So, we have built up the general theoreti-
cal analysis framework of the development of the service economy.

Within such theoretical analysis framework, we can explore some important
variables affecting the development of service economy, by means of the analysis
of China’s case. Especially, we made an in-depth analysis of the development
strategy and its pattern, market foundation, institution and policy environment
which exert an impact on the development of the service economy. Besides, the
book provides an empirical analysis of the general challenges that the develop-
ment of the service economy confronts, that is, the unbalanced growth of the
service industry based on the “cost disease” will gradually converge toward the
low-level growth. Within this book, we also endeavour to prove that the service
informatization and the informatization-based revolution of the new industry are
the major driving forces to improve the comparative labor productivity of the
service sectors and break the weaknesses of the service economy development.
Finally from the perspective of future development, this book expounds that the
transformational development and the deepening of reform is the first premise to
promote the development of service economy and the informatization-based serv-
ice innovation is beneficial to solve fundamentally such core issues as informa-
tion, knowledge processing and transfer on which the service is most reliant:
The book also gives an answer to what effect the trend of internationalization of
service based on trade service will exert on development of service economy in
China, to answer the realistic path as “how to promote the development of the

service economy”.
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