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1. Overview of the Chinese Economy 

 
S ince the late 1970s China has moved from a closed, centra l ly planned system to a 
more market-or iented one that plays a major global role -  in 2010 China became the 
world 's largest exporter .  Reforms began with the phasing out of col lect iv ized 
agriculture, and expanded to include the gradual  l iberal izat ion of  pr ices, f i scal  
decentral i zat ion, increased autonomy for state enterpr i ses,  creat ion of  a divers i f ied 
banking system, development of stock markets , rapid growth of the pr ivate sector ,  
and opening to foreign t rade and investment . China has implemented reforms in a 
gradual ist  fashion. In recent years ,  China has renewed its support  for state-owned 
enterpr ises in sectors i t  considers important to "economic securi ty,"  expl icit ly looking 
to foster  global ly compet it ive nat ional  champions.  

 
The rest ructur ing of the economy and result ing eff ic iency gains have contr ibuted to a  
more than tenfold increase in GDP  s ince 1978. Measured on a purchasing power pari ty 
(PPP) basis  that adjusts for  pr ice dif ferences, China in 2012 stood as the second-
largest  economy  in the world after the US, having surpassed Japan in  2001. 

 

 
The development  of the Services sector  in China has been constrained  by the 
country’s focus on manufactured exports and the substant ial  barr iers to t rade and 
investment in  the services sector .  The Services Sector  st i l l  accounts for a smal ler 
percentage of GDP than the global  average for  developing countr ies.  
 
Nevertheless, China committed to a dramatic opening of its services sector when it acceded to the 
World Trade Organization in 2001: f rom 2006 to 2010 the wor ld ranking of China’s  export of  
services cl imbed from no. 8 to no. 4.  

 

China Snapshot 

Capital: Beijing 

Population: 1.3 billion (WB 2011) 

Currency: Renminbi Yuan 

GDP (constant 2000 US $ billion): 3.5 (WB 2011) 

GDP per capita (constant 2000 US $): 7,417.9 (WB 2011) 

GDP Growth: 9.8% (WB 2011) 

Services industry value-added (% GDP): 43% (WB 2011) 

Services industry value-added (annual % growth): 9.1% 
(WB 2011) 

Employment in Services Sector: 34% (WB 2010) 

The average annual % GDP per capita growth from 2000 to 2011 was 9.5%; the average annual % 
GDP growth from 2000 to 2011 was 10.2% 
 
 



  In the 12t h F ive-Year Plan  (2011-2015) the Chinese Government is  according st rategic 
pr ior i ty to the development of Services and in part icular Trade in Services  (T I S) . China 
is committ ing to a more proact ive opening-up st rategy in key Services sub-sectors 
such as f inance, logist ics,  education, healthcare  and i t  i s  aiming to rank among the 
top exporters  for  t ransport ,  tour ism and construction,  sub-sectors  in  which has 
revealed a comparat ive advantage.  
The Plan seeks a col laborat ive development for T IS and t rade in goods using the scale 
advantage of  t rade in goods to t r igger TIS development and increase i t s share in  total  
foreign t rade. China not only aims at enlarging the scale of  T IS (to reach a target of  
USD 600 bi l l ion in 2015) but al so increasing i ts  technological  and knowledge intensity 
to enhance internat ional  compet it iveness.  
To further push TIS  development the Government i s  wi l l ing to accelerate the 
formulat ion of  new Regulat ions on Promoting Trade in Services and to improve the 
legal  and f iscal  system for Services sectors to create an enabl ing business 
envi ronment and to re-direct foreign investment toward Services.  
Effort  wi l l  be put into a more systematic organizat ion of TIS through the designat ion of 
a TIS focal point  and the establ i shment of a coal i t ion compri s ing government 
departments,  chambers of  commerce, business associat ions, t rade promot ion 
organizat ions and f i rms. T IS promotions organizat ions wi l l  be bui l t  to provide services  
such as consultancy, profess ional t raining, technical tutorship and overseas  
promotion.  
The key sectors for  T I S development ident i f ied in the Plan are the fol lowing: 

•  Financial  serv ices industry (Micro-enterpr ise development , scient i f ic  innovat ion,  
green economy, cross-border operat ions of enterpr i ses, new service formats such 
as onl ine t rading, as wel l  as innovat ive f inancial  products and services models)  

•  Logist ics  industry (Profess ional ,  informat ion-based modern logist ics systems, thi rd-
party logist ics ,  construct ion and l inking-up of the logist ics infrast ructure, logist ics  
eff ic iency and reduct ion in  logist ics  costs)  

•  High-tech services ( informat ion services, software development , in format ion 
systems integrat ion services, internet value-added services, informat ion securi ty 
services and digital  content services) 

•  Business services (Account ing, audit ing, taxat ion, engineering, consult ing, 
standards cert i f icat ion and accreditat ion, credit  evaluat ion, brokerage, 
management consul t ing, market research and other  profess ional  services) 

•  Tour i sm (domest ic tour i sm, development of  outbound tour i sm, protect ion and 
development of tour i sm resources) 

 2.  Role of  Services in Chinese Economy 

The Services sector has grown strongly, but it is still smaller than it should be for an economy at China's 
stage of economic development (see Figure 1). Unlocking the enormous potential of the services sector 
is needed to strengthen the business sector, provide jobs for a rapidly growing labour force, facilitate 
trade, accelerate the adoption of advanced management methods and increase overall economic 
efficiency.  

Figure 1:  

 

Source: Australian Government, Department of Foreign Affairs and Trade 

Figure 1 shows China’s positioning 
in 2003. The contribution of services 
to China’s overall output was 
substantially lower than in many 
economies at comparative levels 
of income and fell below the curve 
that plots per capita GNI against 
the share of services in GDP.  
Taking into account the updated 
data (GNI per capita USD 2,635 
and Services value added as % of 
GDP 43% in 2011) China, even if still 
positioned under the curve, is 
gaining in terms of Services Sector 
contribution to GDP.   
 



China already started to address i t s  neglected services sector in i t s  Tenth Five-Year 
Plan, 2001–05. The average annual % growth of  Services value added for the last  ten 
year i s  10.8% (WB).  

F igure 2 and 3 shows respect ively the t rend of the Services Sector’s  share in  GDP, vis-à-
vis  Agriculture and Manufactur ing, and the evolut ion of employment by sector . The 
breakdown by sector of the Chinese economy in 2011 and i ts  labour force dist r ibut ion 
are shown in Figure 4 and 5.  

Figure 2:  China Sectoral  Trends (% of  GDP), 2000-2011 

 

Figure 3:  Employment by sector , 2000-2011  

 

Source:  Wor ld Bank,  databank  

 

 

 

       

                     

Figure 4: China Economy Breakdown, 2011 

Source:  Wor ld Bank databank                                      

Figure 5: China Labour Force, 2010 

The Services Sector is approaching 
Manufacturing in terms of value 
added and is already employing 
more labour. Agriculture despite 
being continuously decreasing in 
terms of value added, remains the 
most labour-intensive industry.  



                                                                              

Figure 6 shows the Services Export  Breakdown and Figure 7 shows the Composit ion of  
the Tert iary Industry by sector .   

 Figure 6: China Services Sector Export Breakdown, 2011 

 

Source:  T rade Map,  I TC  

Figure 7: China Value-Added and Composition of the Tertiary Industry by sector, 2005 

 

Source:  In ternat iona l  Inst i tu te  fo r  Susta inable Dev elopment ,  2010  

 

 

 

 

 

 

 

 

Other business Services, 
accounting for 36%, is the largest 
component of China Services 
Export.  

In other business services normally 
are included: 

• Leasing 
• Legal, accounting, 

management consulting, 
and public relations 
services 

• Advertising and market 
research services 

• Research and 
development services 

• Architectural, engineering 
and other technical 
services 

 

Transport, storage, post 
and telecommunications 
recorded unprecedented 
growth from 2004. 

More recently education, 
health and social services 
are gaining ground.  

 



3. The role of  Foreign Direct  Investment 

 
Figure 8: China inward FDI Trend, 2000-2011 

 

Source:  Wor ld Bank,  Databank  

Figure 9 highlights the share of FDI directed to the Services Sector compared to Agriculture and 
Manufacturing; Figure 10 provides a deeper understanding of how the FDI inflow is distributed within the 
Tertiary Sector.  

Figure 9: China FDI Inflow Breakdown, 2010 

 

Source:  T rade Map,  I TC 

Figure 10:  FDI in China’s Services Sector, 2010 

 

Source:  I TC T rade Map 

 

It is important to note that the 
services sector has become 
extremely important in China’s 
inward FDI flows.  



4. Trade in Services  

Notwithstanding the growth of the Services Sector, in terms of trade China is still focusing mainly on 
merchandise/goods. Figure 11 gives an idea of the shares of trade in goods and services between the ’93 
and ’03; Figure 12 shows more recent data (2005-2011). The proportion of Total Trade in Services (Import and 
Export) as of foreign trade is relatively low and Trade in Services is imbalanced between different regions 
and sectors. Even if in 2011 the trade in services as a % of GDP was still less than 6%, significant 
improvements have been made in the last years. From 2006 to 2010 the total value of China’s Trade in 
Services rose from USD 191 billion to 362 billion, up by 89% in total and 17.3% on a yearly basis. In the same 
period of time the ranking of China’s export of services climbed from no. 8 in 2006 to no. 4 in 20101.  
The total import and export of Trade in Services in 2011 accounted for USD 420 billion; as already mentioned 
the Chinese Government aims to reach 600 billion in Trade in Services in 2015.  
 
Figure 11: Trade in goods and services as % of GDP, 1993-2003 

 
Source: Australian Government, Department of Foreign Affairs and Trade 

Figure 12:  FDI in China’s Services Sector, 2010 

 
Source: World Bank databank 

As Figure 13 shows the Services Account Balance in the last 5 years has always been in slight deficit, 
China is a net importer of Services products.  

Figure 13:  Services Export and Import, 2007-2011 

 
 
Source:  I TC T rade Map 
                                                           
1 12th Five-Year Plan for Development of Trade in Services 

2005 2006 2007 2008 2009 2010 2011
Trade in services (% of GDP) 7.7 7.9 8.0 7.2 6.1 6.2 5.8
Merchandise trade (% of GDP) 63.0 64.9 62.3 56.7 44.2 50.1 49.8



The deficit is mainly attributable to the sectors of transportation, insurance services, and royalties and 
license fees which is not surprising given that these are non-labour-intensive activities taking place in a 
relatively labour-abundant country, as Figure 14 is showing:  
 
Figure 14:  Services Account Balance, 2011 

 
Source:  I TC T rade Map 

 

Service label Balance in value in 
2011,US Dollar 

Total services -54481440

Other business services 25030880

Construction services 11041428

Computer and information services 8319105

Communications services 646959

Financial services 105022

Personal, cultural and recreational 
services -224304

Government services, n.i.e. -383524

Royalties and license fees -13801627

Insurance services -16422624

Travel -23958760

Transportation -44834008

Surpluses are recorded in other business 
services, constructions services, computer and 
information services, communications services 
and financial services.  


