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Abstract: With the decelerating economic growth of China and the negative consequences of “deindustrialization” of developed coun-
tries  our views about the relationship between manufacturing and services and the industry policies are changing. How to look at this
relationship is particularly important for China’ s current economic development especially for the supply-side structural reform. On
the one hand this paper explores the rise and development of the service sector from the angle of theory revealing that the service sec—
tor is based on manufacturing. On the other hand  with input-output data we conduct a series of cross-country comparisons to study the
relationship between the two sectors and their economic effects. Through above analysis we provide references for how to properly deal
with manufacturing and services in the process of China’ s economic structural transformation.
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