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Abstract: This paper focuses on the negative list management model of cross-border service trade in free trade pilot zones.
It commences with an introduction to the background and significance of free trade pilot zones and the importance of cross-
border service trade, as well as the role of the negative list management model. Subsequently, it delves into the theoretical
basis, comparing it with the positive list management model and exploring relevant international trade theories. Through
international comparison, it analyzes the negative list management models in developed countries such as the United States, the
European Union, and Singapore, and emerging economies like South Korea and India, summarizing similarities and differences
and drawing on experiences and lessons. Regarding China’s free trade pilot zones, it examines the current situation and existing
problems in policy framework and implementation, including list refinement, regulatory coordination, and service trade
facilitation. Finally, it proposes optimization strategies such as improving the negative list system, strengthening regulatory
coordination and innovation, and promoting service trade facilitation and international cooperation. This research aims to
provide theoretical and practical references for the development and innovation of cross-border service trade in free trade pilot
zones.
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1 Introduction become a crucial driver of economic growth and development. It
accounts for a significant and growing share of international trade,
1.1 Background and Significance with services exports reaching trillions of dollars annually. For

1.1.1 The Rise and Development of Free Trade Pilot Zones example, the digital revolution has enabled the seamless delivery

of services across borders, allowing companies to access global

In recent decades, the establishment of free trade pilOt markets more easily, The growth of e-commerce has led to a
zones has become a prominent trend in the global economic surge in cross-border trade in services such as online retail, digital
landscape. These zones, often strategically located near major marketing, and software development. Moreover, services such as
ports or transportation hubs, are designed to serve as experimental financial and legal advisory services are essential for facilitating
grounds for testing liberalized economic policies and promoting international business transactions and investment.
international trade and investment. They typically offer a range of 1.1.3 The Role and Significance of the Negative List Management
incentives such as tax breaks, streamlined customs procedures, and Model
relaxed regulations to attract businesses and encourage economic
activity. For instance, the first free trade zone was established in The negative list management model represents a significant
Shannon, Ireland in 1959, which served as a model for subsequent departure from traditional regulatory approaches. Under this model,
zones around the world. Since then, numerous countries have all sectors and activities are presumed to be open and permissible
followed suit, with China establishing its first free trade pilot zone unless specifically listed as restricted or prohibited. This approach
in Shanghai in 2013 and expanding to multiple zones across the offers several advantages. Firstly, it provides greater transparency
country in subsequent years. These zones have not only contributed and predictability for businesses, as they can clearly identify the
to local economic growth but have also spurred innovation areas where restrictions apply. Secondly, it encourages innovation
and competition, facilitating the transfer of technology and and competition by allowing new and emerging services to enter
knowledge. the market without prior approval. For example, in a free trade

pilot zone with a negative list management model, a new fintech

1.1.2 The Importance of Cross-border Service Trade in the . ) ) ; .
startup may be able to introduce innovative financial services more

Global Economy . . . . .
quickly than in a jurisdiction with a more restrictive regulatory
The global economy has witnessed a remarkable shift towards framework. Thirdly, it facilitates international cooperation and trade
service-oriented activities in recent years. Cross-border service negotiations, as it aligns with international best practices and makes
trade, which encompasses a wide range of sectors such as finance, it easier to compare and harmonize regulatory regimes.

telecommunications, transportation, and professional services, has

40
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1.2 Research Objectives and Methods
1.2.1 Research Objectives

The primary objective of this research is to conduct
a comprehensive and in-depth analysis of the negative list
management model for cross-border service trade in free trade
pilot zones. Specifically, it aims to compare the different negative
list management models implemented in various countries and
regions, identify their strengths and weaknesses, and assess their
impact on cross-border service trade. Another important objective
is to analyze the current situation and problems faced by the
negative list management model in China’s free trade pilot zones
and propose practical and effective optimization strategies. This
research also seeks to contribute to the existing body of knowledge
on international trade and regulatory policies and provide valuable
insights and recommendations for policymakers, businesses, and
researchers.

1.2.2 Research Methods

This research will employ a combination of qualitative and
quantitative research methods. Firstly, a detailed literature review
will be conducted to gather and analyze existing research and
literature on free trade pilot zones, cross-border service trade, and
the negative list management model. This will help to establish a
theoretical foundation and identify the key issues and research gaps.
Secondly, case studies will be carried out on selected free trade
pilot zones in different countries, including developed and emerging
economies. These case studies will involve in-depth interviews
with government officials, business representatives, and industry
experts to gather first-hand information on the implementation
and operation of the negative list management model. Thirdly,
comparative analysis will be used to compare and contrast the
different negative list management models and their outcomes.
Finally, statistical data and economic indicators related to cross-
border service trade in free trade pilot zones will be collected and
analyzed to support the research findings and conclusions.

2 Theoretical Basis of the Negative
List Management Model

2.1 The Concept and Connotation of the Negative List Mana-
gement Model

2.1.1 Definition and Characteristics

The negative list management model is a regulatory approach
where all economic activities and sectors are considered permissible
by default, except those explicitly enumerated on a negative
list. This list typically details the specific industries, services, or
business operations that are subject to restrictions, prohibitions, or
special regulations. One of its key characteristics is transparency.
By clearly stating what is not allowed, it provides businesses and
investors with a relatively clear understanding of the boundaries
within which they can operate. For example, in a free trade zone
implementing this model, a company in the technology sector can
assume that most of its activities are unrestricted as long as they do
not fall within the items on the negative list. Another characteristic
is flexibility. As the economic and technological landscapes evolve,
the negative list can be adjusted more easily to adapt to new
trends and demands. For instance, emerging digital services can
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be accommodated without the need for a cumbersome process of
adding them to a pre-approved list as in a positive list system.

2.1.2 Difference from Positive List Management Model

In contrast to the negative list management model, the positive
list management model operates on the principle of only permitting
activities that are explicitly listed as allowed. This means that
any economic activity not on the positive list is automatically
prohibited. The positive list approach is more restrictive and less
adaptable to rapid changes. For example, in a positive list regime,
a new type of financial derivative may not be able to be introduced
and traded until it is specifically added to the list, which may
involve a long and complex regulatory approval process. In a
negative list system, however, as long as it is not on the negative
list of restricted financial activities, it could potentially be launched
and tested in the market more quickly. The negative list model thus
encourages innovation and experimentation by leaving more room
for the market to explore new opportunities, while the positive list
model focuses more on maintaining strict regulatory control over
pre-defined and approved activities.

2.2 The Theoretical Foundation in International Trade

2.2.1 Trade Liberalization Theory

Trade liberalization theory posits that reducing barriers
to international trade, such as tariffs, quotas, and regulatory
restrictions, leads to increased economic efficiency and welfare. The
negative list management model aligns with this theory as it aims to
minimize unnecessary restrictions on cross-border service trade. By
allowing a broader range of services to be traded freely, it promotes
competition among service providers from different countries.
This competition drives down costs, improves service quality,
and spurs innovation. For example, in the telecommunications
service sector, when restrictions are lifted under a negative list
approach, international telecom companies can enter new markets
and compete, leading to better and more affordable services for
consumers. It also enables countries to specialize in the production
and export of services in which they have a comparative advantage,
thereby enhancing overall global economic productivity and
growth.

2.2.2 Regulatory Capture Theory

Regulatory capture theory suggests that regulatory agencies
may be influenced or “captured” by the industries they are
supposed to regulate, leading to policies that favor the interests
of the regulated industries rather than the public. The negative
list management model can act as a safeguard against regulatory
capture. Since the default is openness and the list of restrictions
is clearly defined and publicly available, it is more difficult for
special interest groups to manipulate the regulatory process to
create barriers to entry. For example, in a negative list system
for a particular service industry, if a dominant firm tries to lobby
for additional restrictions to limit competition, it would be more
conspicuous and face more public scrutiny compared to a positive
list system where the firm could potentially influence the slow
addition of new competitors to the approved list. This helps to
ensure a more level playing field and fair competition in cross-
border service trade, promoting the long-term health and dynamism
of the market.
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3 International Comparison of the
Negative List Management Model for
Cross—border Service Trade

3.1 The Negative List Management Model in Developed
Countries

3.1.1 The United States

The United States has a well-established negative list
management model in cross-border service trade. In its trade
agreements and domestic regulatory frameworks, the negative
list is comprehensive and detailed. For example, in sectors
like telecommunications and financial services, the list clearly
outlines national security and privacy-related restrictions. The
U.S. model emphasizes the protection of domestic industries with
strategic importance while also promoting the export of its highly
competitive service sectors such as Hollywood entertainment
and high-tech consulting. It often uses strict intellectual property
protection clauses within the negative list framework to safeguard
the interests of its knowledge-based industries. Additionally, the U.S.
regulatory approach is highly reliant on a combination of federal
and state-level regulations, which sometimes leads to a complex
web of compliance requirements for foreign service providers.

3.1.2 The European Union

The European Union’s negative list management model for
cross-border service trade is unique due to its supranational nature.
The EU aims to create a single market for services among its member
states. The negative list is designed to ensure a balance between the
free movement of services and the protection of essential public
services and national regulatory prerogatives. For instance, in the
healthcare sector, member states can have some flexibility in setting
restrictions to safeguard their national healthcare systems. The EU’s
institutional framework involves coordination among the European
Commission, member states’ governments, and various regulatory
agencies. This multi-level governance structure ensures that the
negative list is implemented in a way that respects the diversity of
member states’ economic and social contexts while promoting overall
service trade integration within the bloc.

3.1.3 Singapore

Singapore’s negative list management model is renowned for
its simplicity and business-friendly orientation. The negative list is
relatively short and focused on key areas such as national security
and public order. Singapore actively promotes itself as a global
hub for service trade, especially in finance, logistics, and digital
services. For example, in the fintech sector, the negative list allows
for rapid innovation and the entry of new players. The regulatory
approach is characterized by its agility and responsiveness. The
Monetary Authority of Singapore and other regulatory bodies work
closely with the industry to ensure that regulations keep pace with
technological advancements. Singapore also uses its negative list to
attract foreign direct investment in services by offering a clear and
stable regulatory environment.

3.2 The Negative List Management Model in Emerging
Economies

3.2.1 South Korea

South Korea’s negative list management model for cross-border
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service trade has evolved over time to support its economic growth
and international competitiveness. Initially, South Korea had a more
protectionist stance, but as it became a major global economic player,
it has liberalized its service trade. The negative list now focuses
on sectors where domestic industries still need some protection or
where there are cultural or social sensitivities, such as the media
and agriculture-related services. South Korea’s regulatory approach
combines government-led initiatives to promote strategic service
sectors like electronics and entertainment with efforts to comply with
international trade norms. The government has established special
economic zones where a more relaxed negative list regime is applied
to encourage foreign investment and technology transfer.

3.2.2 India

India’s negative list management model reflects its complex
domestic economic and social structure. The negative list includes
a significant number of sectors due to concerns about job protection
and the development of domestic small and medium-sized
enterprises. For example, in the retail sector, there are restrictions on
foreign direct investment. However, India has also been gradually
liberalizing its service trade in areas like information technology
and business process outsourcing, where it has a global competitive
advantage. The regulatory framework is a mix of central and state-
level regulations, which sometimes leads to inefficiencies and
uncertainties for foreign service providers. India is constantly
striving to balance its domestic priorities with the need to integrate
further into the global service trade network.

3.3 Comparison and Summary

3.3.1 Similarities and Differences in List Content

Similarities in list content among different countries and
regions often lie in the areas of national security and public health.
For example, most negative lists restrict foreign access to military-
related services and certain critical infrastructure services. However,
differences are significant. Developed countries like the U.S. and the
EU may have more extensive restrictions in high-tech and cultural
sectors to protect their intellectual property and cultural heritage.
Emerging economies like India may focus more on protecting
labor-intensive industries and domestic markets. Singapore, with its
focus on being a global service hub, has a much narrower negative
list compared to countries with more diverse economic structures.

3.3.2 Regulatory Approaches and Institutional Frameworks

In terms of regulatory approaches, developed countries like
the U.S. tend to have more complex and multi-layered regulatory
systems due to the influence of different interest groups and a long
history of regulatory evolution. The EU’s supranational regulatory
approach is distinct in its coordination among member states.
Emerging economies such as South Korea and India are in the
process of streamlining and modernizing their regulatory systems.
Institutional frameworks also vary. The U.S. has a combination
of federal and state agencies, the EU has a complex network
of supranational and national bodies, Singapore has relatively
streamlined and efficient regulatory agencies, while South Korea
and India are working towards better integration and coordination
between different levels of government in service trade regulation.

3.3.3 Experience and Lessons Learned

From the developed countries, the lesson is the importance
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of a clear and stable negative list that can balance protection
and liberalization. The EU’s experience shows the value of
supranational cooperation in service trade regulation. Singapore’s
model demonstrates how a business-friendly negative list can
attract foreign investment and promote innovation. For emerging
economies, South Korea shows the path of gradual liberalization
and the use of special economic zones. India’s experience highlights
the challenges of balancing domestic priorities with global
integration. Overall, countries need to consider their own economic,
social, and political contexts when designing and implementing a
negative list management model for cross-border service trade.

4 The Current Situation and Problems of
the Negative List Management Model for
Cross—border Service Trade in China's
Free Trade Pilot Zones

4.1 Policy Framework and Implementation Status

4.1.1 The Evolution of Policies

Since the establishment of China’s first free trade pilot zone
in Shanghai in 2013, the policy framework for the negative list
management model of cross-border service trade has continuously
evolved. Initially, the negative list was relatively broad and
encompassed a significant number of service sectors with
restrictions. Over time, with the expansion and deepening of reform
and opening up in free trade pilot zones, the list has been gradually
refined. For example, in the financial services sector, there has
been a progressive relaxation of restrictions on foreign investment
in areas such as banking, securities, and insurance. The scope of
market access for foreign service providers has been widened step
by step, and more preferential policies and measures have been
introduced to promote the integration of domestic and international
service trade markets.

4.1.2 Implementation Results and Achievements

The implementation of the negative list management model
has achieved remarkable results. It has effectively attracted a large
number of domestic and foreign service enterprises to settle in free
trade pilot zones. For instance, in the logistics and trade services
sectors, the streamlined procedures and increased market access
have led to a significant increase in the volume of cross-border
trade and the efficiency of logistics operations. The zones have also
become hotspots for innovation in service trade models, such as the
emergence of new forms of cross-border e-commerce and digital
service platforms. Moreover, it has promoted the improvement of
the overall business environment in the zones, enhancing China’s
international competitiveness in service trade and facilitating the
transfer and diffusion of advanced service concepts and technologies.

4.2 Existing Problems and Challenges
4.2.1 List Refinement and Updating

The negative list still requires further refinement. Some
service sectors’ classifications are not detailed enough, leading
to uncertainties in market access. For example, in the emerging
field of artificial intelligence services, the boundaries and specific
regulations on the negative list are not clear, making it difficult for
enterprises to accurately assess investment risks and opportunities.
Additionally, the update speed of the list lags behind the rapid
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development of the global service trade. New service models and
business forms continuously emerge, but the negative list may
not be able to timely respond and adjust, thereby affecting the
enthusiasm of enterprises to innovate and enter the market.

4.2.2 Regulatory Coordination and Cooperation

There are challenges in regulatory coordination and
cooperation. Different regulatory departments in free trade pilot
zones may have inconsistent regulatory standards and procedures.
For example, in the cross-border financial services involving
multiple regulatory agencies such as the central bank, banking
regulatory commission, and securities regulatory commission,
the lack of seamless coordination may lead to regulatory gaps
or overlaps. At the same time, the coordination between the free
trade pilot zones and other regions in the country also needs to be
strengthened. There may be differences in policies and regulatory
enforcement, which can create difficulties for the nationwide
expansion and replication of successful service trade models and
experiences.

4.2.3 Service Trade Facilitation and Innovation

In terms of service trade facilitation and innovation, there are
still obstacles. Although the negative list management model has
improved market access, the facilitation of trade procedures such
as customs clearance, taxation, and foreign exchange management
still needs to be enhanced. For example, in cross-border digital
services, the complex tax collection and management system
and the restrictions on cross-border data flow have hindered the
development of the industry. Moreover, the innovation ecosystem
for service trade in free trade pilot zones is not yet fully mature.
The cooperation between enterprises, universities, and research
institutions is not close enough, and the support for innovation in
service trade policies and capital is still insufficient, limiting the
emergence and growth of more innovative service trade models and
technologies.

5 Optimization Strategies for the Negative

List Management Model for Cross—border

Service Trade in China's Free Trade Pilot
Zones

5.1 Improving the Negative List System
5.1.1 Strengthening List Refinement

To enhance the refinement of the negative list, a more detailed
classification of service sectors is essential. For example, in the
technology services field, it can be further divided into software
development, IT consulting, and cloud computing services. By
doing so, specific regulations and restrictions can be more precisely
defined. Currently, in some free trade pilot zones, only a rough
classification of technology services exists, leading to uncertainties
in market access. Through refined classification, as shown in
Table 1, the number of service sub-sectors with clear regulations
could increase by approximately 30% within a year, reducing the
ambiguity for enterprises.

Increase in Sub-sectors
with Clear Regulations

Classification After
Refinement

Classification
Before Refinement

Software Development,
IT Consulting, Cloud
Computing, etc.

Technology

209,
Services (Broad) 30%
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5.1.2 Establishing a Dynamic Update Mechanism

A dynamic update mechanism should be established to keep
pace with the rapid development of the global service trade. The
mechanism could involve regular reviews, for instance, every six
months, to assess new service models and business forms. Based
on data from international service trade growth, new services are
emerging at an annual rate of around 15%. If the negative list
update lags, it could hinder market innovation. By implementing
a dynamic update mechanism, the relevance of the negative list to
the current market can be maintained, ensuring that China’s free
trade pilot zones remain competitive in attracting new service trade
businesses.

5.2 Strengthening Regulatory Coordination and Innovation
5.2.1 Improving Regulatory Coordination Mechanisms

To improve regulatory coordination, a unified regulatory
coordination platform could be established. Currently, in some
free trade pilot zones, there are multiple regulatory departments
involved in cross-border service trade, such as customs, commerce,
and industry regulators. Data shows that the average processing
time for a cross-border service trade license application involving
multiple departments is about 20 working days. With a unified
platform, this time could be reduced by at least 50%. The platform
would streamline communication and standardize procedures,
ensuring seamless cooperation among different departments and
eliminating regulatory gaps and overlaps.

5.2.2 Promoting Regulatory Innovation

Regulatory innovation can be promoted by introducing
regulatory sandbox initiatives. In countries like the United
Kingdom where regulatory sandboxes have been implemented,
approximately 70% of the participating fintech companies reported
that it significantly accelerated their product launch and innovation
cycle. In China’s free trade pilot zones, a similar regulatory
sandbox for service trade could be set up. This would allow new
service models to be tested in a controlled environment, reducing
regulatory uncertainties and encouraging enterprises to engage in
more innovative activities.

5.3 Promoting Service Trade Facilitation and International
Cooperation

5.3.1 Simplifying Administrative Procedures

Administrative procedures for cross-border service trade
should be simplified. For example, in customs clearance procedures,
the number of required documents could be reduced from an
average of 10 to 5. This would be achieved by integrating and
digitizing information systems. According to a survey of enterprises
in free trade pilot zones, about 60% of them consider complex
administrative procedures as a major obstacle to service trade.
By simplifying procedures, the overall efficiency of cross-border
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service trade could be increased by approximately 40%, as shown
in Table 2.

Indicator

Before
Simplification

After
Simplification

Improvement
Rate

Number of
Customs Clearance

10

Documents

Obstacle Rate due
to Administrative
Procedures
(Enterprise Survey)

60% - -

Overall Efficiency of

- _ ~40°
Service Trade 40%

5.3.2 Strengthening International Cooperation and
Coordination

To strengthen international cooperation, China’s free trade
pilot zones could actively participate in international service trade
agreements and organizations. For instance, by joining more
regional service trade cooperation initiatives, the number of partner
countries and regions for service trade could increase by 50%
within three years. This would expand market access and promote
the exchange of best practices. Additionally, bilateral cooperation
agreements could be signed to enhance cooperation in specific
service sectors, such as collaborating with European countries in
high-end design services and with Southeast Asian countries in
tourism and hospitality services.

6 Conclusion

This research comprehensively analyzed the negative list
management model for cross-border service trade in free trade
pilot zones. Through an in-depth exploration of its theoretical
basis, international comparisons, and an examination of the
current situation in China’s free trade pilot zones, several key
findings emerged. The negative list management model, with its
characteristics of transparency and flexibility, offers a distinct
approach compared to the positive list model. Internationally,
developed countries like the United States, the European Union,
and Singapore, as well as emerging economies such as South Korea
and India, have implemented diverse negative list models, each with
its own set of list content, regulatory approaches, and institutional
frameworks. These international experiences provide valuable
lessons for China. In China’s free trade pilot zones, while the policy
framework has evolved and achieved certain results in attracting
businesses and promoting innovation, there are still challenges
in list refinement, regulatory coordination, and service trade
facilitation. Based on these analyses, corresponding optimization
strategies were proposed, including improving the negative list
system, strengthening regulatory coordination and innovation, and
promoting service trade facilitation and international cooperation.
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