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Abstract

Maintaining a country's sustained economic development and improving the level
of national income is an important issue has been the study of the economics
profession.According to the comparative advantage theory, country should follow
comparative advantage to achieve specialized product. Rely on the industrial division
and specialized economy, country could promote and adjust product structure, promote
endogenous conversion of factor endowments. Industrial structure could be upgraded
endogenously and economy could develop sustain. However, the reasonability and
scientificity of the theory has been challenged seriously by middie-income trap.Why
we cannot achieve sustained economic development and industrial structure upgrading
endogenously, just rely on specialized production resulted from comparative advantage.
Due to the existing economic theory fails to explain these phenomena, we urgently need
the birth of a new economic theory.

Professor Hausmann and Klinger(2006) from Harvard put forward the theory of
product space and the evolution of comparative advantage. The concept of product
space has been raised creatively. They defined the proximity of product, and made the
distance between products could be measured. The difference of technology, institution
and natural endowments makes the distance, and the comparative location could be
displayed vividly and straightforwardly. The method of outcome-based has been used
in the theory of product space. The theory regard the product as the capacity of a country
or district, and the product itself contains the information about factor endowment. The
biggest difference between the theory and the traditional comparative advantage theory
is :the product space is heterogeneous, asymmetrical and uncontinuous; the product
space decides the path of evolution of comparative advantage; the best distance of
evolution of comparative advantage existed; the possibility of the evolution of
comparative advantage been interrupted existed.

Furthermore, Li Qian(2014) introduce the product space theory applied in

international trade to the analysis of domestic. From the view of market selection, there



is no big difference between the market selection of international market and domestic
market. The application conditions of product space are the existing of the locality of
distribution of the comprehensive factor endowments and the integrated market. And
these two points exist in provincial study.

However, the base of all of these analysis is static product space, but not the
dynamic evolution of product space. When foreign and domestic scholars studied the
problem about product space previously, they all assumed that the product space does
not change with time. No one even study whether the change has an important influence
to our conclusion. We studied the influence of the dynamic evolution of product space

to the ability of industrial structure transformation.

Keywords : Product Space; Dynamic Evolution; Industry Upgrading
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