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The Process. Logic and Strategic Change of the Development of
China’s Service Industry--An Empirical Analysis of 40 Years’
Experience since Reform and Opening-up

Ling Yong-hui. Liu Zhi-biao

Abstract: Since the reform and opening—up, the service industry has become the largest industry in China’s national econ-
omy. However, compared with developed countries, the level of development of China’s service industry (especially the modern
service industry) is still quite lagged behind in terms of the total scale and the structure of its internal industries. This paper ar-
gues that the logic behind this phenomenon lies in the international OEM model under the export—oriented strategy. It has a posi-
tive technological spillover effect on the domestic localized service enterprises at the supply level, meanwhile, it also has a nega-
tive market crowding—out effect on the demand level. And with the deepening of globalization, the latter overtaking the former.
Therefore, this paper puts forward the important proposition that the development of China’s service industry urgently needs to
turn to the domestic demand-led strategy in the new era. It argues that we should depend on the effective demand of the domestic
market to siphon the domestic and foreign high—quality production factors and to promote the innovation and development of Chi-
na’s service industry with monopolistic competition in the future.

Key words: Reform and Opening—up; Service Industry; Export-oriented; Domestic Demand-led
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