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Review of Product Space and the Evolution of Comparative Advantage

Wu Yejun' Zhang Qizi’ and Xu Juan’
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Abstract: According to the theories of development economics structure transformation is the core of economic development and the
capabilities accumulation that needed for transformation come from the evolution of comparative advantage. What’ s more the economic
growth among countries eventually converges. However looking back the history of world economy Rich and Poor coexist all the time.
The existing theories cannot explain these phenomena and other anomalies such as Chinese export puzzle and middle — income trap.
Professor Hausmann et al. recently proposed the theory of comparative advantage evolution which tried to construct a unified framework
to explain the performance differences among countries. The product space determines comparative advantage evolution and
consequently determines the performance of countries economic development. Consisting with comparative advantage theory this theory
takes heterogeneity of product space and product set discontinuous into consideration hugely promotes the power in real world
explanation and policy guiding.
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