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HAE 0.3 £ 0.9 X B IX [ NEONRME, X — B X TRAh, Al Beas P, BRI, Bk
TR S BT R CEOREEE KT 0.9 ) sRPT T BB B (BOREEE T 0.3 1)), ZPrbhe
MBLXFE O, JLERAE T, R EERAEMIRXR], B EIL s i, Brel, AR RAE IR X
), LT LA R B, A (A 1 2 LRI B e AR A1

*1 SRARE T A RIS B &4 T a2 -2 tep) Bfr: %
SITI revl ANFIEE TSI+ il

A B 1-0.9 0.9-0.8 | 0.8-0.7 | 0.7-0.6 | 0.6-0.5 | 0.5-0.4 | 0.4-0.3 | 0.3-0.2
Ry
1968-1972 0 0. 04 0. 37 0.98 2.24 4.09 6.17 14. 37
1973-1977 0 0.14 0. 46 1.29 2.94 4.76 9.07 7.14
1978-1982 0. 06 0. 22 0. 57 1.43 2. 86 4. 66 8. 83 9. 38
1983-1987 0 0. 07 0. 49 1.15 2.31 3.51 6. 53 13.21
1988-1992 0 0.12 0. 66 2.08 4. 34 7 9.06 10
1993-1997 0 0.17 0. 46 1.58 3.37 5. 24 8. 27 6.1
1998-2002 0 0.11 0. 28 1. 09 2.31 4.1 7.26 10. 61
2003-2007 0 0.1 0.53 1.45 2.86 4.84 8.6 10.2
2008-2011 0.28 0.16 0.33 0.94 1.87 3.17 5.88 4.12
I AR 0.03 0.12 0. 47 1.32 2.76 4.5 7.59 9.6
SITI rev2 ANEIFEES T i FH2% bl

A B 1-0.9 | 0.9-0.8 |0.8-0.7 [ 0.7-0.6 | 0.6-0.5 | 0.5-0.4 | 0.4-0.3 | 0.3-0.2
GRiy
1987-1991 0 0.09 0.52 1.62 3.35 6.72 10.97 15. 76
1992-1996 0 0.2 0.6 1.86 3.79 6.09 8.13 6.79
1997-2001 0 0.11 0. 37 0.94 2.33 3.92 5.32 6.94
2002-2006 0.13 0. 42 0. 46 1.26 2.55 4.31 6.53 8.94
2007-2011 0 0.25 0. 57 1.36 2.7 4. 46 6. 04 8.29
FHIn & 0. 07 0. 29 0.51 1.38 2. 89 5.02 7.28 9.1
SITI rev3 AN[EIFEES R i FH2k b3l

A B 1-0.9 | 0.9-0.8 | 0.8-0.7 | 0.7-0.6 | 0.6-0.5 | 0.5-0.4 | 0.4-0.3 | 0.3-0.2
GRiy
1997-2001 0 0. 07 0.29 0.75 1.94 3.73 5.58 7.09
2002-2006 0.08 0.08 0. 37 1.14 2.4 4.26 6.05 7.73
2007-2011 0 0.15 0. 57 1.18 2.43 4.24 5.89 7.46
AW s 0.05 0.11 0. 44 1.09 2.28 4,04 5. 78 7.37




#2 ANEEAREREZ T AR EERLE Br: %

SITI revl PAMETF R SIhH K E K L E

BiA B 1-0.9 0.9-0.8 | 0.8-0.7 | 0.7-0.6 | 0.6-0.5 | 0.5-0.4 | 0.4-0.3 | 0.3-0.2
%
Ry PIES
1968-1972 | <10% 98.15 95.52 | 94.03 | 94.03 | 83.58 | 60.61 55.56 | 32.26
>20% 0 0 0 0 1.49 7.58 9.26 48. 39
100% 0 0 0 0 0 0 0 3.2
1973-1977 | <10% 100 95.95 | 91.89 | 79.73 |62.16 |54.17 | 36.67 | 65.70
>20% 0 0 0 0 4. 054 13.69 | 31.42 | 22.85
100% 0 0 0 0 0 0 1.67 2.90
1978-1982 | <10% 97.83 90. 91 84.42 | 75.32 | 66.23 | 44.59 | 41.94 | 45.45
>20% 0 5.19 0 1.3 3.9 18.18 | 37.93 | 78.57
100% 0 0 0 0 0 0 0 14.3
1983-1987 | <10% 100 98.7 91.89 | 82.43 | 60.81 50 38.24 | 50
>20% 0 0 0 1.35 8. 11 20.27 | 45.59 | 31.25
100% 0 0 0 0 0 0 7.35 15.63
1988-1992 | <10% 100 87.84 | 86.49 | 70.27 |50 27.03 | 40.63 | 70.59
>20% 0 0 0 1.33 10.67 | 26.67 | 43.75 | 28.6
100% 0 0 0 0 0 0 1.56 11.43
1993-1997 | <10% 100 89.23 | 84.06 | 72.46 | 53.03 |30.77 | 42.86 | 75.76
>20 0 1.61 0 4.55 7.58 18.18 [ 33.33 |32.4
100% 0 0 0 0 0 0 0 16. 22
1998-2002 | <10% 98.15 98.68 | 92.21 | 88.31 71.43 | 46.75 | 41 62. 86
>20% 0 1.32 0 0 0 1.3 40.54 | 34.29
100% 0 0 0 0 0 0 0 8.57
2003-2007 | <10% 98. 31 94.07 | 91.53 | 78.81 58.47 | 46.55 | 46.67 | 73.33
>20% 1.69 1. 69 0 0 3.39 46.55 | 40 26. 67
100% 0 0 0 0 0 1. 69 3.81 10
2008-2011 | <10% 97.73 97.44 | 98.31 |89.83 |78.81 |89.83 |58.72 |78.72
>20% 2.27 1. 69 1.69 0 0.85 7.63 19.27 18.75
100% 0 0 0 0 0 0 0 8.33
SSITI rev2 kTR 10 B 5K
G N 1-0.9 0.9-0.8 | 0.8-0.7 | 0.7-0.6 | 0.6-0.5 | 0.5-0.4 | 0.4-0.3 | 0.3-0.2
e
Ry ()5
1987-1991 | <10% 100 87.1 87.1 75. 81 53.23 | 30.65 | 27.42 | 32.26




>20% 0 1. 61 1. 61 1. 61 1. 61 16. 13 40. 32 35.48
100% 0 0 0 0 0 0 0 4. 44
1992-1996 | <10% 1 90. 91 87.88 76. 81 57.57 30.76 32.3 43.07
>20% 0 3.22 1.51 15.15 3.03 16. 921 36.92 40
100% 0 0 0 0 0 0 0 8. 89
1997-2001 | <10% 0 97.33 93.33 88 74. 66 44 35.13 49. 23
>20% 0 2. 66 0 0 1.33 4 24.32 43.93
100% 0 0 0 0 0 0 0.13 0. 15
2002-2006 | <10% 97.97 97.97 93.27 93. 57 63.3 47.22 43.13 48.71
>20% 10. 1 0 0.91 1.83 0 13. 88 42.15 39. 74
100% 0 0 0 0 0 0 0.98 6. 41
2007-2011 | <10% 85. 48 94. 16 93. 33 83.33 67.5 0. 45 39.83 55.12
>20% 3.22 2.5 0 0 0.83 12.5 31.35 34.61
100% 0 0 0 0 0 0 0 7.69

SITI rev3 P LT T =R i1 [E 5K H
HARMES | 1-0.9 0.9-0.8 | 0.8-0.7 | 0.7-0.6 | 0.6-0.5 | 0.5-0.4 | 0.4-0.3 | 0.3-0.2

Fly N\GIE
1997-2001 <10% 100 87.3 96. 82 87.3 76. 19 47.61 38. 09 40. 67
>20% 0 3. 17 1. 58 0 0 1. 58 20. 63 37. 28
100% 0 0 0 0 0 0 0 3. 38
2002-2006 <10% 100 100 93. 85 87.72 60. 52 35.08 25.22 48.1
>20% 0 0 0. 87 0 0 10. 52 42. 34 36.7
100% 0 0 0 0 0 0 3.6 6. 32
2007-2011 <10% 100 96. 22 85. 32 79. 81 65. 13 42.2 33. 66 55.12
>20% 0 1.83 0 0 0 9.17 25. 74 32.05
100% 0 0 0 0 0 0 0 7.69
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MIRAIAE— AN A T ) P 5 52— [ 11 Sl Pk DRI 3T, o] I 7= it 2% i) 4 A (R R e P i il ) FH
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MBI BTl YIRATIEH 10 M TS mIARIE Y, FER IR LA T S
WA, FTEHTIE, EXAEE, =S 2 MR E B R AT R, W& B0
B PRI RS 7 o

AFUARE 0 I 0 PN 7 o 2 ) (R A e Ik B FE 8y, T DA “ @i BEAR#E 22 LA EE . A SITC revl:
1963-2011 4. SITC rev2: 1982-2011 4EF1 SITC rev3: 1992-2011 fEMIEHE, AR E byl 2 0] LIG
i, 1963 32 2011 4F2 i), SITC revl f= BRI A= 0] b, B 3 32 1) 40T B bR 22 3R 0. 11225 1982
4 2011 2210 SITC rev2 p= 2% 8] AR U FE bt 22 (344 R 0. 0956; 7E 1992 %2 2011 H=2 1] SITC rev3
7 it 2 A R &R T FERRAE ZE (R 35MEh 0. 0791, Wk 2% A I SRS FE 4 B A 10 4, g5, 18 1963 % 2011
EEAS 10 FFHIZ N, SITC revl ™ 2% (0] v BT A7 7 b A3 B i 22 R 3 AE 0. 0467 21 0. 0756 Z [i]; 7
1982 & 2011 4F&AN 10 FFHAZ P, STTC rev2 = iy 28 (0] v Fir A7 7 i AR I BEARTEE 22 (I 3AELAE 0. 0494 F] 0. 0747



ZIE)s AF 1992 %8 2011 4544 10 F3 N, SITC revd 7= gh 2= (8] H BT 7 b IR AR T B bacvfE 22 I 40 AE 0. 0646
£ 0. 0656 Z []; T LA H bl 45 2 S S8 5 ) A, 7 ot 2 () 2T 30 55 1 0 s i P A g — 2D 4 /)N

UN comtrade 4 22 R4 5 10 B SR ™= i3 AR R, BRIk, 7ETHS I R b, AN TR g iy [
FEEAFTAFE, SITC revl 1963-2011 MU 36 MHEZK, 1963-1972 FEWIMLE 67 ANE K, 1973-1982
WA 77T ANE K, 1983-1992 EWI0 & 74 MESK, 1993-2002 FEWIMLE 77 ANE K, 2003-2011 4E3 117
AMEZ; SITC rev21982-2011 FEWIMULF 42 NES, 1982-1991 FEWIM 63 ME S, 1992-2001 FFWf75
75 NEZ, 2002-2011 FFEHIML A 120 AMEZK . SITC revd 1992-2011 Hir a4 53 ANME K, 1992-2001 41
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Should Industrial policy in full conform to comparative advantage or defy it?
Zhang Qizi'  Li Hao®
(1.Institute of Industrial Economics, Chinese Academy of Social Sciences;
2.Graduate School of Chinese Academy of Social Sciences)

Abstract: Since the international financial crisis, industrial policy has been revival in the world, some of the
liberalism strongholding markets have also taken measures to promote the development of emerging industries
and some of international agencies representative of liberalism have begun to rethink the role of industrial
policy. Although the consensus about the importance of industrial policy is increasing, how to make the
industrial policy play well is still controversial. One of the most fundamental controversies is that whether
industrial policy should be in full conform to comparative advantage or defy it? One of the most influential
controversies took place between Lin Yifu and Ha-Joon Chang. Both Lin and Chang in the discussion referred to
some cases to support their argument, but they did not provide systematic evidences on whether industrial
policy conform to comparative advantage or defy it. The purpose of this paper is to use a more systematic data
to test this argument.

The methodology to test the argument is to compare revealed comparative advantage with potential
comparative advantage and study the difference between them. Conforming to comparative advantage means
that there is no difference. However If there is really some difference, there ought to be some industrial policy
which defied comparative advantage. Therefore, the key issue to solve the debate is on how to measure the
potential comparative advantage. Lin and Chang Ha-joon who were in the debate have referred to the same case,
but reached a different conclusion because they had different understandings of comparative advantage. Thus,
if the measurement problem of comparative advantage is not solved, it will be impossible to reach a consensus
on how to make industrial policy play well. This paper used product space, based on global product trade
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databases, to find potential comparative advantages of the major economies of the world and studied whether
the actual process of industrial upgrading conform to potential comparative advantage or defy it. The paper
made conclusion that the industrial upgrading of the world's major economies neither fully complied with
comparative advantage, nor was completely contrary to comparative advantage, but happened somewhere in
between. Accordingly, the paper argued that industrial policy, neither should fully comply with comparative
advantage, nor should be completely contrary to comparative advantage to play a role.

Why did the country in international competition make good performance when its industrial policy was not in
full conform to comparative advantage? One of the explanations is dynamic comparative advantage theory. In
explaining industrial policy deviating from comparative advantage, Chang Ha-joon has offered a version similar
to this. Although this theory can effectively deal with industrial policy issues deviating from comparative
advantage, it can’t explain strongly that, in the long term, industrial policy is not consistent with comparative
advantage. Otherwise this theory cannot predict an inverted U-shaped curve between the country's economic
development level and the diversity of products.

Inspired by the real options theory, the paper provided an alternative explanation of industrial policy defying
comparative advantage at some degree. In resource allocation, for a long time, enterprises have adopted a
standard net present value method. This method concerns cash flow, rather than the potential to develop
significant competitive advantage arising, it is difficult to grasp the strategic gains. In the real option it seems
that even if the benefit arising from investment is negative measured by cash flow , these investment
opportunities can be seen as a series of cash flows plus a set of options. Although this theory have mainly been
used in business, its logic can also apply to the national level strategy development, Accordingly the reason that
industrial policy defy comparative advantage is to obtain the opportunity to act in the future, which is the option.
In the presence of uncertainty, the option is valuable.

Key words: industrial policy; comparative advantage; product space
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