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Research on Different Paths of Industrial Policies between China and USA
——Based on the Space Product Theory
ZHANG Ting'*, LIU Lin-qing’
(1. X?’an Jiaotong University, Xi’an, Shanxi, 710049, China;
2. Institute of Business Strategic Management of Wuhan University, Wuhan, Hubei, 430072, China)

Abstract ; Research on product space points out that the heterogeneity of the product space determines the evo-
lution path of the economies’ comparative advantages,and then leads to different economic performance in different
countries , which challenges the traditional theory on explaining the mechanism of competition. The existing research
on product space focus on the different structural characteristics in different countries from a static perspec-
tive. What’s more ,based on the Product Theory, proximity determines the technological similarities of different prod-
ucts and density measures the average proximity of a new potential product to a country’s current productive struc-
ture. However, Space Product Theory did not provide systematic empirical exploration to the appropriate jumping
distance of different products, which means industrial policy should in full conform to comparative advantage or defy
it.

Nowadays ,facing up with the downturn in the global market, how to adjust the industrial structure and digest
the overcapacity has become a heated discussion topic for scholars. Amid a lackluster economic rebound, American
Manufacturing is back and China put forward “Made in China 2025” strategy. Manufacturing industry ,as an impor-
tant part of the industrial structure,has aroused the extra attention. The main purpose of this paper is to analysis the
different paths of industrial policies between China and USA based on Space Product Theory. Based on the global
product trade database data,we test the relationship between industrial upgrading path from the perspective of prod-
uct space to explore whether the industrial upgrading conform to comparative advantages or defy to comparative ad-
vantages between China and USA. The empirical research shows that the industrial upgrading path in China con-
forms to comparative advantage to get a progressive development,even though there has character of deviation from
comparative advantage on the industry upgrade ,while America with the fast speed of economic growth ha s the tend-
ency to deviate from comparative advantage to get a leaping development.

What’s more ,we have visualized the product space of China and the product space of America. By comparing
the characteristics of product space between them, we find that the product spaces of America is more competitive by
occupying the dense area of product space,which means China,as one of the developing countries have to develop
more products that have revealed comparative advantage to increase the density of product space to be more compet-
itive and get the upgrading abilities in the future. So we can safely draw the conclusion that China is a manufactur-
ing giant but a manufacturing powerhouse. Facing with industry 4. 0 in Germany and industrial internet in America,
China China have put forth the strategy of made in China 2025. Even though there are different competitive advanta-
ges in different countries,the efficient development path of manufacture in t he future is to change our thinking a-
bout manufacture ,change the mode of manufacture ,and change innovation models. In conclusion , the different char-
acteristics of the product spaces between China and America determine the different paths of industrial policies be-
tween them based on the Product Space Theory. China should develop more powerful industries to increase the den-
sity of the product space to gain more upgrading abilities in the future.

Key Words :industrial policy; space product; comparative advantage ; manufacturing power
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