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Abstract

The role a specialized industry District plays in enhancing the
economic competitive power of a region or a state is more and more
commonly recognized, and with the quickening pace of profound
technology revolution and economic globalization, location is further
emphasized in the economic development. A research on the genera-
tive logic of a specialized industry District brings up a new horizon
for developing the regional competitive advantage and transforming
traditional industrial policies. This dissertation, from the perspective
of labor division, probes into the generative logic of a specialized
industry District within the theoretical framework of Neo-institutional
Economics. The research has developed its theories of labor division
in Neo-institutional Economics and constructed a logical framework
of “labor division networking — technology innovation — institution
innovation” to analyze generative dynamic process of a specialized
industry District. It is a combined form of both regional division and
industrial division of labor. Its production dynamic derives from the
increasing returns the division of labor brings. Deepening labor divi—
sion is the source to enhance the productivity of a specialized in-
dustry District. Enterprises cluster to share the economy from the di-
vision of labor. The degree of labor division, however, is constrained
by the transaction efficiency. The industry clusters are beneficial to
the cut—down of transaction cost, and a specialized industry District
is an intermediary economic organization to reduce the transaction
cost. The labor division networking contributes to technological and
institutional innovation, while the latter promotes further the division

of labor. Owing to the circular accumulative effects, a specialized

industry District is generated.
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Although Marshall’s Theory of Externality, Economic Geography,
Porter’s “Diamond Theory”, theories of new industry District, etc.
expound the generative logic of a specialized industry District from
different perspectives, they have not discussed the endogenous
dynamic process in the course of the interaction between the deepening
labor division and industry agglomeration.

The generating of a specialized industry District is a dynamic
process in that labor division networking, technology innovation,
institution innovation interact and promote each other. Geographical
industrial clusters strengthen the interacting relationship. The evolution
of the labor division is constrained by the market capacity and
external circumstances (e.g. technological level, institutional
environment and transaction technology structure, etc.). While
institution innovation contributes to the breakthrough of various
constraints, labor division networking in turn promotes technology
innovation and institution innovation. Through this positive feedback
mechanism, business production and transaction efficiency are
improved, industry assistant system is developed, the local industry’s
cohesive force is enhanced, and a specialized industry District is
generated.

A specialized industry District is usually located in the resource
endowment rich region. Its genetic source is the comparative
advantage. There are some located in regions with no obvious
resources and even traditional theories can not explain this
phenomenon. This research holds that scale of economies is another
important source to a specialized industry District This paper also
expounds why a specialized industry District is generated in a specific

region. An initial advantage is obtained for some reason in a place,
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and when it reaches the outset the small advantage is expanded
through circular accumulative effects, enterprises accelerate to
agglomerate here, finally making it an industrial centre, and a
specialized industry District is generated in the location.

Although the improved labor division may enhance the productivity,
it is constrained by the transaction cost. The industry networking and
transaction networking may improve the transaction efficiency. A
specialized industry District is an endogenous transaction cost efficiency
economic organization evolved from the labor division and specialized
economics.

One of the prerequisites for the establishment of a specialized
industry District is to have a considerable market capacity. A local
specialized market is very often generated along with a specialized
industry District. They mutually develop. A local specialized market
develops together with the effects of their regional name brands, and it
becomes the seedbed in which a specialized industry District grows.

Based on a theoretical and empirical study, and a review on the
economic history, this paper explores the significant promoting role
of technology innovation on deepening labor division and economic
organizational changes. A specialized industry District, born and
existing in the form of networking organization, is founded on flexible
technology. Industry clusters are the inevitable result from technology
innovation and production pattern changes, which in turn promotes
technology innovation.

A specialized industry District is an intermediary organization
between an enterprise and the market. In an industry District the
good transaction environment affects the choice for the structure of

contractual rules and regulations. Also In the industry District different
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organization systems have different functioning power and result in
rather high transaction efficiency within its reach. In the networking
organization, the formal institutions, together with the informal
institutions like culture and ideology, constitute an internal coordinative
mechanism and greatly improve the transaction efficiency. -
A case study on Guangdong Chen Village Flowers and Plants
Specialized Industry District tests and supplements the theories in
this paper and puts forward the corresponding policy implications.
The paper holds that compared with the traditional industry policies,
supporting the establishment of a specialized industry District can be

more effective to enhance the regional economical competitive power.

Key words: Specialized Industry; District; Generative Logic; Division

of labor Technology Innovation; Institution Innovation
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