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Abstract 
Based on the previous research, this paper updates the data of China's service trade 
between 2013 and 2019, and studies the changes in the strength of China's service trade 
competitiveness using international market share and RCA index, and constructs seven 
index systems and evaluates the score of China's service trade competitiveness using 
principal component analysis. The results of the study show that China's service trade 
competitiveness shows a certain upward trend through various indicators and score 
measures, which indicates that China's service trade has collected certain success 
country in the development of the last seven years, but it is obvious that China's service 
trade competitiveness still has a long development space. Therefore, this paper puts 
forward some suggestions to improve the competitiveness of China's service trade in 
view of the current situation of China's service trade development. 
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1. Introduction 

The world economy has stepped into the era of service economy at a high speed, and now the 
improvement of a country's international economic competitiveness has shifted from many 
aspects to the competition of service trade. Trade in services is a new industry, but it is an 
important area and aspect of international trade development. The development of trade in 
services is accompanied by the new technological revolution and industrial upgrading. The 
development of each country's own trade in services not only has a positive impact on its 
industrial upgrading and structural transfer, but also well buffered the balance of payments of 
each country itself. Therefore, in the face of the fierce and intensifying competition in the 
international economic market and service trade market, it is important to be conscious of the 
competitive position of China's service trade in the international arena and to seriously look for 
the shortcomings in the development of China's service trade as a basis for improvement in 
order to meet the challenges and seize the good development opportunities in the process of 
world economic development. 
From the current development of China's service trade, it has an important influence on the 
overall economic development of China. The development of China's service trade can ease the 
pressure of employment, adjust the unreasonable economic structure, and upgrade and renew 
the structure of old and new industries. The rapid development of the world service trade has 
left China's service trade far behind, and facing the situation that it has fallen behind, how 
China's service trade should be developed and how to enhance its international 
competitiveness and seize the international market has become the key point and difficulty for 
many scholars to care about China's economic development. We can see that many scholars use 
different perspectives to explore how to find a suitable method for China's economic 
development, promote the development of China's service industry and enhance its 
international competitiveness. Lin Hong (2010) focuses on the endogenous variables that have 
an impact on the competitiveness of trade in services, mainly using raw data on various services 
trade of more than 120 countries released by UNCTAD from 1980 to 2004, 25 years, and based 
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on the study, he concludes that in addition to the endogenous factors such as labor, human and 
physical capital that have an impact on the competitiveness of trade in services, there is also a 
"dummy variable" (country- or region-specific factors). Then, in the results of data analysis 
based on international data, the experiences of other countries are summarized and used to 
propose countermeasure methods to improve China's service trade competitiveness. There is 
also He Jun and Guo Lan (2013) selected the panel data of 23 major service trade countries 
countries in the world for 9 years from 2002 to 2010, verified that service industry 
agglomeration plays a positive role in promoting the process of service trade competitiveness, 
and then empirically studied the influencing factors affecting service trade competitiveness, 
and finally concluded that China should enhance its service trade competitiveness by making 
more efforts to build The final conclusion is that China should make more efforts to build 
service industry agglomerations and combine the strategy of attracting capital with the 
agglomeration strategy, so as to realize the interactive development of service trade and service 
industry agglomeration. Similarly, using the 10-year time series data from 1997 to 2006 and 
the cross-sectional data in 2006, Wang Xinhua (2007) makes a self-evaluation of China's service 
trade competitiveness and compares it with international countries, concluding that China's 
service trade competitiveness is slowly increasing, but it still has a low position in the 
international arena, and puts forward his own Based on these facts, we propose some 
suggestions and coping strategies. This paper uses the latest updated service trade data from 
2013 to 2019 to evaluate and compare China's service trade competitiveness using principal 
component analysis, and from the calculated scores to find out the reasons for the current low 
international competitiveness of China's service trade, and use this study to put forward some 
suggestions, hoping that these suggestions can make a marginal contribution to improving 
China's service trade competitiveness. We hope that these suggestions can make some marginal 
contributions to the improvement of China's service trade competitiveness. 

2. Current Development of China's Trade in Services 

2.1. China's Total Trade in Services has been Rising Every Year 
As can be seen from Table 1 below, the development of China's trade in services in the 10-year 
period selected for this paper from 2010 to 2019, the amount of total trade in services figures 
is huge and is increasing all the time. According to the review of relevant information, the total 
trade in services in China rose very fast between 2010 and 2013. The total import and export 
of China's trade in services in 2013 ranked 3rd in the world, with the amount being as high as 
US$530 billion, with exports and imports each accounting for about half of the total. The total 
exports amounted to US$210.63 billion, an 11.2% increase compared to the previous year, a 
remarkable two-digit growth rate even for the world. At the same time, it can also be seen that 
the proportion of services trade in the consumption structure of Chinese consumers occupies 
an increasing proportion. 

2.2. The Structure of China's Service Trade Exports is Slowly Being Optimized 
As can be seen from Table 2 below, in the structure of China's service trade exports in 2017, 
traditional services such as tourism services, business services and transportation services still 
occupy the most important position in China's service trade exports, with travel services 
accounting for a high proportion of 41.9% of China's total service trade exports, and what is 
more striking is that such a high proportion Compared to the previous year, 2016, there was a 
slight decrease of 2.3%. At the same time, it can be seen from the table that the export growth 
rate of construction services reached a very high 57.8%, the second highest is the export growth 
rate of intellectual property royalties, which reached 34.8%, and again the export growth rate 
of telecommunications, computer and information services, which reached 22.1%. This will 
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effectively optimize the export structure of China's service trade and add new vitality and 
momentum to the development of China's service trade. 

2.3. The Growing Deficit in China's Trade in Services 
As can be seen from Table 1 below, the import/export trade balance of China's service trade is 
getting larger and larger, and the growth rate of the balance is also getting faster and faster. 
According to the historical data found, it can be found that China's service trade deficit appeared 
from 1995, and then the service trade deficit showed an increasingly obvious trend every year. 
From the data in the table, the trend of service trade deficit increased very rapidly in 2014, and 
its service trade deficit increased to 777.4 billion yuan, which is 27.9% higher than the service 
trade deficit in 2013, and even in the international comparison of global service trade deficit, 
the deficit is surprisingly large amount. In terms of the development of the world today, because 
the tradability of services has increased significantly, and the trend of outsourcing and 
digitalization of services is more and more obvious, it is conceivable that the development of 
trade in services has a very huge development potential and opportunities. Meanwhile, in terms 
of China's development, according to various national policies, it can be seen that China is 
accelerating its transition to a service trade economy. By the Chinese National Statistical 
Yearbook in 2018, the trade amount of China's service industry reached 52.2% of GDP, which 
already occupies more than half of the country, and is 11.5% higher compared to the secondary 
industry, which is already the number one industry sector. There is no doubt that trade in 
services in China has become a major driver of economic growth. Although areas such as travel, 
transport services, insurance and elderly services account for a large share of China's services 
trade exports, the high imports that coexist with them are much higher than the exports, and 
one can see the huge trade deficit in China's services trade, which has to be noticed. 

2.4. The Competitiveness of China's Service Trade is Weak in the International 
Arena 

In this paper, we choose the RCA index to calculate and analyze the competitiveness of China's 
service trade from 2013 to 2019 for comparison. From Table 3, it can be seen that the RCA index 
of China's service trade ranges from 0.121 in 2013 to 0.134 in 2019, with only a slight change 
in the RCA value between 7 years, with a slow and slight increase in recent years, but all 
basically remain around 0.12, which is obviously weak in China's service trade competitiveness. 
This may be due to the fact that the proportion of traditional service trade in China is too high 
and China's service trade has only started to develop in the last decade or so. 
 

Table 1. China's service import and export statistics over the years 
Unit: RMB billion 

Time China Import and Export 
Volume 

China Import and Export 
Volume 

China Import and Export 
Volume 

Difference 

Amount Year-on-year Amount Year-on-year Amount Year-on-year 
2010 25022 21.8 12008 23.3 13014 20.5 -1006 
2011 28875 15.4 12936 7.7 15939 22.5 -3002 
2012 30422 2.3 12699 -4.6 17722 8.0 -5023 
2013 33814 11.2 13020 2.5 20794 17.3 -7774 
2014 40053 18.4 13461 3.4 26591 27.9 -13130 
2015 40745 1.7 13617 1.2 27127 2.0 -13510 
2016 43947 7.9 13918 2.2 30030 10.7 -16112 
2017 46991 6.9 15407 10.7 31584 5.2 -16177 
2018 52677.9 12.1 17965.1 16.6 34450.5 9.1 -16485.4 
2019 54152.9 2.8 19564 8.9 34588.9 -0.4 -15024.9 

Source: Ministry of Commerce of China. 
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Table 2. Breakdown of China's service export structure in 2017 

Unit: RMB billion 
Service Category Import and export 

Amount Year-on-year Percentage of 
Total amount 46991.0 6.9 100 

Processing Services 1235.0 -1.0 2.3 
Maintenance and repair services 554.0 18.1 0.8 

Shipping 8784.0 15.6 17.8 
Travel 19826.0 -2.3 41.9 

Architecture 2197.0 57.8 4.5 
Insurance and pension services 976.0 -13.9 2.1 

Financial Services 359.0 3.0 3.9 
Intellectual property royalties 2252.0 34.8 4.5 

Telecommunications, computer and information services 3171.0 22.1 6.5 
Other Business Services 7051.0 4.8 14.8 

Personal, cultural and recreational services 237.0 23.9 0.5 
Other Government Services 348.0 28.5 0.4 

Data source: Ministry of Commerce of China. 
 

Table 3. China Trade in Services RCA Index, 2013-2019 (Unit:USD billion) 
Year China's service 

trade exports 
Total China 

Trade Exports 
Ratio World Services 

Trade Exports 
Total World 

Trade Exports 
Ratio RCA 

Index 
2013 2070.1 24160.1 0.086 46250 65216 0.709 0.121 
2014 2191.4 25614.3 0.086 48615 67622 0.719 0.119 
2015 2186.2 24920.9 0.088 49296 65852 0.749 0.117 
2016 2095.3 23071.6 0.091 50184 66228 0.758 0.120 
2017 2280.9 24914.4 0.092 54515 72255 0.754 0.121 
2018 2668.4 27535.2 0.097 59488 78960 0.753 0.129 
2019 2836 27830.8 0.102 60656 79589 0.762 0.134 

Data source: WTO database and China National Bureau of Statistics database. 

3. Analysis of the Competitiveness of China's Service Trade Using 
Principal Component Analysis 

Based on the previous research, this paper adopts the principal component analysis method to 
evaluate and compare the overall competitiveness of China's service trade in these seven years 
by calculating accordingly based on the latest updated data related to China's service trade from 
2013 to 2019. The index system established in this paper mainly includes: service export value 
(USD billion) x1, service import value (USD billion) x2, international market share (%) x3, TC 
index x4, RCA index x5, service trade value as a proportion of total trade value (%) x6, service 
trade value excluding transportation and travel as a proportion of total service trade (%) x7. 
Due to the self-standardized function in spss software, the the effect of different units of 
different indicators can be eliminated. The calculated indicators are used as explanatory 
variables, and the deficit of China's trade in services is used as the explanatory variable, which 
is used as the basis for the principal component regression analysis. The principal component 
regression can show which principal component is more responsible for the deficit of China's 
trade in services. Principal component analysis was conducted using spss software and two 
principal components were selected according to the principle of eigenvalues greater than one. 
One of them, F1, can be classified as service trade development advantage, mainly including x1, 
x2, x4, x6, and F1=0.4675lnx1+0.3365lnx2+0.1236lnx4+0.0012lnx6; the other one, F2, can be 
classified as service trade structure, mainly including x3, x5, x7, and F2=0.6532 A binary linear 
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regression analysis was conducted in spss for the explanatory variable China's service trade 
deficit and the two principal components. The binary linear regression equation is obtained: 
Y=0.8217F1+0.2196F2. The corrected decidable coefficient is 0.812, which indicates a good fit 
of the model. According to the binary linear regression equation, some inspirations can be 
obtained: F1 is representing the service trade development advantage, and the preceding 
coefficient 0.8217 is obviously larger than the coefficient 0.2196 before F2 service trade 
structure, which means that China's service trade deficit can be more explained by China's 
service trade development advantage, so in the process of developing China's service trade 
competitiveness, we should rightly pay more Therefore, in the process of developing the 
competitiveness of China's service trade, we should pay more attention to the development 
advantages of China's service trade, and better and avoid the shortcomings to develop the 
development advantages of service trade with Chinese characteristics. 
After doing the principal component regression analysis, an overall score calculation of China's 
service trade competitiveness is then done. The seven indicator system used above was still 
used. The calculated indicators were then run through a principal component analysis using the 
software and some results were obtained. And Table 4 represents the eigenvalues and variance 
contribution of the two main components. According to the calculation method of principal 

component analysis, the variance contribution ratio was taken as the weight, i.e. 
i

ii www /  , 

and the model of the evaluation index score was established as F = 0.8103F1 + 0.1897F2. 
 

Table 4. Eigenvalues and variance contribution of principal components 
Principal Components Eigenvalue Variance contribution rate Cumulative variance contribution rate 

F1 5.788 71.476 71.476 
F2 1.166 12.763 84.239 

Data source: WTO and China National Bureau of Statistics. 
 
Then the individual principal component scores under each year are calculated, and then the 
principal component scores under each year are substituted into the evaluation index score 
equation established above, and finally the trade competitiveness scores of China's trade in 
services from 2013 to 2019 can be derived, and the results obtained are shown in Table 5 below. 
 
Table 5. China's comprehensive evaluation score of service trade competitiveness from 2013 

to 2019 
Year F1 F2 Competitiveness Score 
2013 0.5731 -1.4835 0.1830 
2014 0.6392 -1.7327 0.1893 
2015 0.5362 -1.6823 0.1154 
2016 0.5534 -1.5562 0.1532 
2017 0.4995 -1.5263 0.1152 
2018 0.6572 -1.6874 0.2124 
2019 0.5692 -1.7082 0.1372 

Data source: WTO and China National Bureau of Statistics database collated and calculated. 
 
From the score table, we can see that the trade competitiveness score of China's trade in 
services has decreased from 0.1830 in 2013 to 0.1372 in 2019, which shows that China's trade 
in services has been developing over these seven years and seen to have achieved some success. 
However, comparing the scores of each principal component for each year, it is obvious that 
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China's service trade development advantage is larger. the score of service trade development 
advantage from 2013 to 2019 keeps decreasing, while the score of service trade structure 
aspect decreases from 2013 to 2014, while the score increases slightly from 2014 to 2017, and 
starts decreasing again from 2017 to 2019, which shows that this period, China's trade in 
services has undergone some structural adjustments. Although the effectiveness may not be 
obvious, recognizing the problems and making certain improvements, and with continuous 
efforts in this direction, we can have good expectations for the development of China's service 
trade. At the same time, it is easy to see from the relevant analysis that China has a large 
development potential and trade environment in the development of trade in services, and can 
further improve the capacity in this area through relevant measures, especially in terms of 
national economic strength needs to strengthen the development. 

4. Suggestions to Enhance the Competitiveness of China's Service Trade 

4.1. To Make Full Use of China's Great Advantage in Trade in Goods and Use it 
to Promote the Development of China's Trade in Services 

China is now the largest developing country in the world and has a relatively large influence on 
the development and progress of the world economy, so objectively it is also required to 
improve the level of competitiveness of China's trade in services. From the current facts, China's 
annual trade in goods is very huge and is one of the largest exporters of goods trade in the world. 
In a way, trade in goods is one of the advantages of China's trade. Therefore, starting from the 
goods trade, the advantages can drive the disadvantages, which can effectively promote the 
development of various service industries and stimulate the transformation and upgrading of 
the service industry. The back and forth trade of goods can easily introduce advanced foreign 
technology and also learn excellent management methods, and subconsciously transform 
consumers' consumption consciousness. And in the process can slowly increase consumer 
demand for service trade, slowly build up a bridge from the country's goods trade to service 
trade, and for this purpose to develop and build a variety of financial, insurance and other 
supporting facilities, and then use this can develop China's service trade. At the same time, it is 
obvious that the technology and thinking innovation of service trade will also accelerate the 
transformation of various industries of traditional trade, and then promote the development of 
traditional trade. Trade in services is an important driving force that can propel China's 
economy to a high rate of development. And technology and knowledge-intensive services are 
at the core of the global value chain and an important component of trade in services. China's 
services trade model is constantly innovating and, as a result, increasing the tradability of the 
services trade industry, and also promoting various upgrades, transformations and 
developments in the trade of goods. 

4.2. Continuous Optimization of the Export Structure of China's Trade in 
Services 

First of all, the advantages of China's traditional service trade must be maintained as before, 
and the original advantageous position of the mainstream traditional service trade, such as 
tourism services and transportation services, must be fully explored on the premise of 
maintaining its inherent potential and promoting its better development. Secondly, modern 
service industries with higher added value must be given attention. The higher value-added 
modern service industry is at the higher end of the value chain. To enhance the competitiveness 
of China's service trade, the development of high value-added modern service industry must 
keep up with the trend of the times. Then, China must invest more in knowledge- and 
technology-intensive industries to accelerate the development and upgrading of this industry, 
so that China can get rid of the "neck" phenomenon of certain foreign technologies as much as 
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possible. Finally, in the context of China's national conditions, the country's vast territory can 
be used to develop a tourism culture with Chinese characteristics, using international exchange 
exhibitions and forums to promote tourism services trade with Chinese characteristics, and 
forming a series of industrial chains to increase the diversity of China's services trade. With 
regard to narrowing the deficit in trade in services, it is necessary to start by promoting the 
transformation of the industrial structure. Historical data show that tourism and transportation 
services are the most important factors in the formation of China's services trade deficit. In 
these years, due to the upgrading of consumption and the improvement of people's living 
standards, outbound tourism has become one of the most popular leisure activities of Chinese 
consumers, so the export value of tourism has risen sharply. 2017, the deficit of tourism 
services trade even occupied 90.4% of the total deficit of annual trade in services. The tourism 
market is a huge industrial added value, and the good mountains and water in China are also a 
huge attraction, increasing the characteristics and publicity to encourage more foreign tourists 
to come to China to spend money on tourism. 

4.3. To Promote the Progressive Opening of China's Service Industry in Phases. 
No development can be achieved overnight, but in a gradual manner. The development of 
China's service trade is the same. Education, telecommunication, culture, finance and other 
sectors should be prioritized for export, and the transformation and upgrading of service 
outsourcing should also be accelerated to adjust and update; the state should formulate more 
policies to promote the strength and direction of guiding the opening up of China's service 
industry, the control of service industry should be slowly relaxed step by step, and certain 
incentives should be taken for Chinese service enterprises to invest and develop abroad, so as 
to gradually improve the internationalization of service industry, enhance The competitiveness 
of China's service trade and China's position in the global value chain should be enhanced. 
Here are three more simple suggestions, starting with current events and discussing them 
practically. 
First, the system and mechanism should be improved. To focus on the institutional mechanisms 
and policy innovation of trade in services, and gradually explore ways to accelerate the 
development of high-quality trade in services in the new era. The legal provisions for trade in 
services should be improved and rationalized step by step, specific and reasonable legal 
provisions can be more convenient and simple to carry out trade in services, and convenient 
and quick steps can promote the export of China's trade in services; talents are the greatest 
wealth of a country, cultivating more professional talents in trade in services, sound database 
of service talents, etc., all contribute to the development of China's trade in services. 
Second, the development of the platform to be deeper, wider and more. Add more service trade 
innovation and development pilot, the depth of service outsourcing demonstration cities 
should be deeper, and the development of cultural trade can be more intense. There are some 
very promising areas of development, such as Chinese medicine services and digital services, 
in which more areas of Chinese services trade characteristics can be explored and developed to 
promote each other's development. 
Third, adhere to innovation is the first development force. In the face of a new round of 
technological revolution opportunities, services trade digitalization, intelligence, high-end is 
the obvious path of development, so we must adhere to innovation in order to better develop 
China's services trade. Continue to run the China Import Expo, so that similar events held in 
China are increasingly deeper and wider influence, but also to deepen the win-win cooperation 
with international partners. 
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