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On the Effect of Service Trade on Terms of
Trade in Goods: Analysis Based on Burgess Model

ZHANG Hui', HUANG Jian-zhong’

(1. Department of International Economics and Business, Xiamen University » Xiamen

361005, China;2. School of Economics s Xiamen University s Xiamen 361005, China)

Abstract: Based on Burgess model, this paper analyzes the relationship
between the net import of service trade and the deterioration of net barter
terms of trade in goods in China. It elementarily proves the applicability of
Burgess model to China. Then it analyzes the slowdown trend of the deterio-
ration of net barter terms of trade from 2004 to 2008. The results show that
the effects of net import on terms of trade in goods in China vary with the
service sectors. The analytical conclusions provide policy suggestions about
paying attention to welfare losses caused by the deterioration of net barter
terms of trade in goods when studying the returns from China’s participation
in service opening-up and service trade liberalization,adopting the strategy of
gradual service opening-up and participation in service trade liberalization,
and giving first priority to five service sectors including computer and infor-
mation services, consulting services, and other commercial services in order
to promote the export.

Key words: Burgess model; service trade; terms of trade
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