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RERE X KA

The Contemporary Development of Trade Advantage Theory
WU Yang — wei®, LI Xiao — dan”
(a. School of Finance; b. School of Business Administration,
Chongqing Three Gorges University, Chongqing 404000, China)

Abstract ; Based on the debate between comparative advantage and competitive advantage, the
paper explores the contemporary development of trade advantage theory by using dual heterogeneity
model and relative utility — price ratio. Trade advantage is essentially a comparative advantage.
Comparative advantage theory is the foundation of trade advantage theory. The contemporary theoret-
ical cognition of comparative advantage combines the cost advantage of supply —side and the quality
advantage of the utility satisfaction of demand - side, which reflects the consistency of the source
and the performance of comparative advantage and competitive advantage. The cost advantage of fac-
tor price difference and the quality advantage of the relative utility satisfaction difference of products
are both presented directly or indirectly by product price. Contemporary comparative advantage is
the product price comparison and competition under the same consumer utility satisfaction. It stems
from the factor structural difference and upgrading of “package factors” under the view of factor ex-
pansion. The acquisition of trade advantage depends not only on the cost savings of products, but al-
so on the improvement of product quality under the utility satisfaction of consumers.

Key words:Trade Advantage; Comparative Advantage; Expansion Factors; Dual Heteroge-
neity Model; Relative Utility — Price Ratio
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