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New industrial policies: enhancing comparative advantage as an entry point

for upgrading within global value chains
with reference to the Chinese experience
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Abstract:

i The principle of comparative advantage provides that each country specializes in products with abundant
production factors, accordingly developing countries specialize in labor-intensive production or the export of
natural resources and commodities, and developed countries specialize in capital-intensive products and
technology. The reliance on comparative advantages in the international division of labor has deepened the
underdevelopment and dependency of developing countries, many of which have been captivated by low-
value-added productive activities, thereby depriving them of the benefits of integration into the global
economy and global value chains. The orientation of industrial policies towards the promotion of dynamic
comparative advantages allows the reduction of specialization according to traditional comparative advantages
and the upgrading of the value chain towards higher value-added productive activities, thus deepening the
developmental effects of trade liberalization and integration into global value chains. .
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Source: Ram Mudambi, Location, control and innovation in knowledge-intensive industries, Journal of Economic Geography 8.5:
699-725. 2008, p 46.
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