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An Empirical Analysis of Intra-industry Trade in Services
Industry in Cross-strait and Three Regions of China
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Abstract

The 21st century is a new generation of rapid global economic development and trade
in services plays an important role in the global economy, especially for China. How to
seize the opportunity is the subject that confronts us. Based on the data from 2005 to 2019,
this paper compares the current situation of service trade between the three places (Mainland,
Hong Kong and Taiwan), the competitive level of intra-service industry, and the dynamic
static changes of the main service industries. Five explanatory variables are selected (such
as differences in per capita income level, degree of economic openness, economic scale,
foreign investment in services, and scale of trade in goods) to establish two regression
models between Hong Kong-Mainland and Hong Kong-Taiwan in order to observe and to
conduct empirical tests on the impact of the main factors of trade in services between the
two places on the G-L index. The empirical results of the regression models show that the
trade in the service industry between the two regions is greatly influenced by the difference
between market size, FDI and per capita income, and is both positively related. The two
influencing factors of opening-up level and the scale of trade in goods are closely related to
the degree of development of external environment, political policies, and technology, and
will also have a great influence on intra-industry trade in service industry. Therefore, the
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three places on both sides of the Taiwan Straits need to study and cooperate in depth, draw
on each other’s strengths and weaknesses, promote common progress, strive to develop the
economy, raise the level of per capita income, and broaden the mode of cooperation in the
service sector.
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