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diffusion of industries and technologies and on the importance of skill complementarities among 
coworkers. Before joining CID, Frank worked as an assistant professor at the Erasmus School of 
Economics in Rotterdam, The Netherlands. He holds a Ph. D. in Economic Geography from Utrecht 
University and Master degrees in Econometrics and Philosophy from the University of Amsterdam. 
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Economic Development and the Product Space 

 
 

Lecture I  The development puzzle: Why don't technologies diffuse?  

(Thursday, July 6 – 10.30 – Aula 12, 1° Floor) 

This class will discuss a main puzzle in economic development: why, in an age of falling transport costs 
and all but absent costs to communication, do we still observe that some places use technologies that are 
orders of magnitude less productive than what is available at the frontier? The class will first focus on the 
tacit and specialized nature of know-how and propose a model of production that is based on combining 
distinct capabilities. This model predicts severe traps in the development trajectories of poor countries 
due to disincentives to acquire new capabilities at low levels of development. Next, it will operationalize 
this framework by turning to complex network analysis to derive measures of know-how from widely 
available international trade data to show how countries' development paths are constrained by (and can 
be predicted from) their initial position, as well as by a space of technological opportunity. 
 

 Readings: 

 Hidalgo, César A., et al. “The product space conditions the development of nations.” Science 317.5837 
(2007): 482-487. 

 Hidalgo, César A., and Ricardo Hausmann. “The building blocks of economic complexity.” Proceedings of the 
national academy of sciences 106.26 (2009): 10570-10575. 
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Lecture II  The diffusion of capabilities  

(Thursday, July 6 – 15.30 – Aula 12, 1° Floor) 

In this second class, we will focus on one particular mechanism of knowledge diffusion: the mobility of 
workers and firms. We will explore to what extent human capital embedded in workers and teams of 
workers can be considered as special types of regional capabilities. The discussion then proceeds to the 
issue of regional diversification, asking which type of economic agents have the largest impact on regional 
diversification and structural change and how firms that act as pioneers of an industry in a new location 
overcome the problem that the local economy typically lacks workers with the specialized skills the 
industry requires. 
 

 Readings: 

 Hausmann, R., and Neffke, F. “The workforce of pioneer plants.” (2016). (Available at: 
http://www.frankneffke.com/files/HausmannNeffke_PioneerPlants.pdf ). 

 Neffke, F., Hartog, M., Boschma, R., and Henning, M. “Agents of structural change. The role of firms and 
entrepreneurs in regional diversification.” Economic Geography (forthcoming). (Available at: 
http://econ.geo.uu.nl/peeg/peeg1410.pdf ). 
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Seminar  Coworker complementarity 

(Wednesday, July 5 – 14.30 – Aula 19, 2° Floor) 

How important is working with people who complement one's skills? Using administrative data that 
record which of 491 educational tracks each worker in Sweden absolved, I quantify the educational fit 
among coworkers along two dimensions: coworker match and coworker substitutability. Complementary 
coworkers raise wages with a comparable factor as does a college degree, whereas working with close 
substitutes is associated with wage penalties. Moreover, this coworker fit does not only account for large 
portions of the urban and large-plant wage premiums, but the returns to own schooling and the urban 
wage premium are almost completely contingent on finding complementary coworkers. 
 

 Paper: 

 Available at: http://www.frankneffke.com/files/Neffke_coworker_complementarity.pdf  
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Participation is open to all interested participants 

 
You are kindly requested to register emailing the following address: 

nicola.caravaggio@uniroma3.it  
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