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Preface

This book attempts to shed new light on the development of industrial districts in
the past and at present. The industrial district, which refers to the geographical con-
centration of enterprises producing similar or closely related commodities in a small
area, plays a significant role in the development of manufacturing industries not
only historically in Europe and Japan but also at present in emerging East Asian
economies and low-income countries in sub-Saharan Africa. The book identifies
similarities and dissimilarities in the development patterns of a variety of industrial
districts and explores the reasons for them. More specifically, the book examines
whether Marshallian agglomeration economies provide sufficient explanations for
the development patterns of industrial districts and seeks to discover common key
factors that support the sustainable development of industrial districts but which did
not receive enough attention in the literature. We are proud to say that this is the first
systematic study that addresses the issue of these missing key factors.

In spite of the common issues studied by economic historians and development
economists regarding the role of industrial districts, the dialogue between the two
groups of researchers has been largely absent or at best weak. Thus, the editors of
this volume organized a session entitled “Visiting Industrial Districts in History and
the Developing World” at the 17th World Economic History Congress in Kyoto,
Japan, in August 2015 by inviting both economic historians and development econ-
omists. Many authors of this volume, including Tetshushi Sonobe, Jordi Domenech,
Jianging Ruan, and the two of us, were presenters in this session. Pierre Vernus also
participated. Through active discussions and mutual learning in Kyoto, we all
agreed to publish a collected volume of case studies on industrial districts in history
and the developing world. To enrich this volume, we invited Hubert Schmitz and
Bernard Musyck to contribute their study on the postwar development of four indus-
trial districts in Europe. We appreciate their positive response to our request.

The ultimate purpose of this book is to synthesize the results of all the case stud-
ies by economic historians interested in Spain, France, and other European coun-
tries and Japan and those by development economists interested in China, Vietnam,
Bangladesh, Tanzania, and other countries in sub-Saharan Africa. Because, to our
knowledge, collaboration between economic historians and development economists



vi Preface

is rare, all the authors in this volume are hoping to prove that this type of collabora-
tion is exceedingly fruitful.

In the course of preparing this volume, we have received useful support and com-
ments from a large number of researchers. In particular, we would like to thank
Takeshi Abe, Steve Broadberry, Janet Hunter, Debin Ma, Tetsuji Okazaki, Maarten
Prak, Izumi Shirai, and Masayuki Tanimoto. We also benefited from valuable com-
ments given by Osamu Saito, Yukihiko Kiyokawa, Ryoshin Minami, Konosuke
Odaka, and Mataji Umemura, who have built the academic tradition at the Institute
of Economic Research in Hitotsubashi University, in which economic development
is properly regarded as a long-term historical process. We would also like to thank
Yasuko Maeshima, Megumi Nishino, and Kumi Ogata for their editorial assistance.
Finally, we are grateful for the financial support from the Japan Society for the
Promotion of Science (JSPS KAKENHI Grant numbers (C) 25380425 and
25101002).

Kobe, Japan Tomoko Hashino
Keijiro Otsuka



Contents

PartI Introduction

1

Beyond Marshallian Agglomeration Economies..................ccccoooveeienne 3
Tomoko Hashino and Keijiro Otsuka

Toward a New Paradigm of the Long-Term Development
of Industrial Districts............coovviiiiiiiiiiii e 13
Tetsushi Sonobe, Keijiro Otsuka, and Tomoko Hashino

Part IT Pivotal Role of Technology Transfer

3

Technology Transfer and the Early Development
of the Cotton Textile Industry in Nineteenth Century Spain................ 25
Jordi Domenech and Joan Ramon Rosés

Contrasting Development Paths of Silk-Weaving
Districts in Modern Japan.............cccccoevieniieiienieiiiienie e 43
Tomoko Hashino

Emergence and Subsequent Development of Garment
Clusters in Bangladesh and Tanzania ................ccoccooociivviiiniiniiiniene, 61
Tetsushi Sonobe

Part III Central Role of Producer Cooperatives

6

Trade Associations and Economic Regulation
in the Lyons Fabrique: From the 1860s to the 1920s..................cc.cc....... 83
Pierre Vernus

Development of High-Value Agricultural Districts:

The Role of Producer Cooperatives in Japan

and Developing Countries ..............cccoooieviieiiieniieeieenie e 101
Keijiro Otsuka

vii



viii Contents

Part IV Supporting Role of Local Government

8 Industrial Districts in Europe: Policy Lessons
for Developing Countries?..............ccoceeviiiiiieniieiiiienieeeeee e 117
Hubert Schmitz and Bernard Musyck

9 Promotion of the Weaving Districts in Modern Japan ......................... 153
Tomoko Hashino

10 Low-Quality Crisis and Quality Improvement:
The Case of Industrial Clusters in Zhejiang Province ........................ 169
Jianging Ruan and Xiaobo Zhang



Contributors

Jordi Domenech Department of Social Sciences, Universidad Carlos III de
Madrid, Getafe, Madrid, Spain

Tomoko Hashino Graduate School of Economics, Kobe University, Kobe, Japan

Bernard Musyck School of Economic Sciences and Administration, Frederick
University, Nicosia, Cyprus

Keijiro Otsuka Graduate School of Economics, Kobe University, Kobe, Japan

Joan Ramon Rosés Department of Economic History, London School of
Economics, London, UK

Jianqing Ruan China Academy for Rural Development, Zhejiang University,
Zhejiang, China

Hubert Schmitz Institute of Development Studies, University of Sussex, Brighton,
UK

Tetsushi Sonobe National Graduate Institute for Policy Studies, Tokyo, Japan

Pierre Vernus Rhone-Alpes Historical Research Unit (LARHRA), Lyon University,
Lyon, France

Xiaobo Zhang International Food Policy Research Institute, Washington, DC,
USA






About the Editors

Tomoko Hashino is a professor of economic history at Kobe University. Her
research interests are in the evolutionary process of the textile industry in Japan as
well as the development history of weaving districts in modern Japan. Her recent
articles have appeared in the Economic History Review, Business History Review,
Australian Economic History Review, and Journal of the Japanese and International
Economies. Professor Hashino received her Ph.D. in economics from Hitotsubashi
University in 2002. She has been a visiting fellow at the University of New South
Wales, the London School of Economics and Political Science, and George
Washington University.

Keijiro Otsuka is a professor of development economics at the Graduate School
of Economics, Kobe University. After receiving a Ph.D. in economics from the
University of Chicago in 1979, he served as an associate professor and a professor
of economics at Tokyo Metropolitan University until 2001, when he joined GRIPS,
where he was professor until March 2016.

He has been working extensively on the Green Revolution, land tenancy, prop-
erty rights and natural resource management, cluster-based industrial development,
and poverty dynamics. His studies are primarily survey-based with comparative
perspectives between Asia and sub-Saharan Africa.

He received the Purple Ribbon Medal from the Japanese government in 2010 and
was selected as an honorary life member of the International Association of
Agricultural Economists in 2012, fellow of the Agricultural and Applied Economics
Association (formerly the American Agricultural Economics Association) in 2013,
and a distinguished fellow of the African Association of Agricultural Economists in
2013. He is the coauthor or coeditor of 23 books.

xi






List of Figures

Fig.

Fig.

Fig.
Fig.
Fig.
Fig.

Fig.

Fig.

Fig.

Fig.

Fig.

Fig.

2.1

2.2

3.1

3.2
3.3

34

4.1

42

43

4.4

4.5

4.6

An illustration of the development paths of survival

and dynamic industrial CIUSIETS ........cccevvirriieriiiiiienieeieeeeeee e, 15
An illustration of the development path
of a jump-start industrial CIUStET.........covvvirriieriiiiiienieeiee e, 17

Output of the Catalan cotton textile industry,

1830-1860 (1830 =T100) ...cverreurerenieiieiieeeieeierieneetese e 34
Quality index of cotton output, 1830-1860 (1830=100) .............. 35
Prices of British and Spanish cotton yarn, 1830-1860
(in Spanish cents Per Kg) ...c.cvevcveerieerieeniieiienieeieeeeeeiee e 35
Changes in the location of the Catalan cotton
textile industry, 1861—1931 .....ccooiiiiiiiiirirree e 38

The locations of Nishijin, Kiryu, and Fukui

WEAVING QISIIICES 1eevvienvireiiieiieeiteree ettt ettt s ae e 45
Changes in the real value of production in Nishijin,

Kiryu, and Fukui weaving districts from 1873 to 1930

(in unit of one MIlLION Yen) ......cccccocviieeiiiiieiiie e 46
Changes in the number of silk-weaving enterprises

in Nishijin, Kiryu, and Fukui weaving districts

from 19071 £0 1930 ..o e 50
Comparison of enterprise size measured in number

of workers among Nishijin, Kiryu, and Fukui

WEAVING QISIIICES 1eevveenvireiiieiieeiiert ettt ettt et see e 51
Changes in real labor productivity in Nishijin, Kiryu,

and Fukui weaving districts from 1898 to 1929

(three-year average, in YENn) .......cccveeeveerveerieeneeeniienieeieesveeseeenenes 51
Changes in the adoption rate of power looms in Nishiijn,

Kiryu and Fukui weaving districts, as well as in Tango,

which was a supplier of crape to the Nishijin weaving district..... 53

Xiii



Xiv List of Figures
Fig. 4.7  Changes in the percentages of factory workers

and out-weavers in Nishijin, Kiryu and Fukui weaving

districts from 1905 t0 1920 (%0) ..eeoveeeeevrieeeieeeciie e 54
Fig. 4.8  Changes in percentages of female workers

in Nishijin, Kiryu, and Fukui weaving districts

from 1905 t0 1920 (%0) «.eveeveeeieieieieneeeeeeeeeeeee e 56

Fig. 10.1 Major local industrial polices before and after a crisis



List of Tables

Table 3.1

Table 3.2

Table 3.3

Table 3.4

Table 3.5

Table 4.1

Table 5.1
Table 5.2
Table 5.3
Table 5.4

Table 5.5

Table 10.1

Table 10.2

Table 10.3
Table 10.4

The Catalan cotton textile industry in comparative

perspective (million Spindles) .......cecceeevveeriieriieniieenienieesieeieeae 26
Number of spindles in the Catalan cotton textile

industry, by techNolOZY tYPe ....cccuvevveerieeriienieeiieeieeiee e 33
Establishment size and power source: cotton

SPINNING 1N 1850.....uiiiiiiiiiiiieieece e 33
Sources of energy in the Catalan cotton textile

Industry, 18411911 .ccoiiiiiiiieee e 37
Industrial specialization in the province

of Barcelona, 1910—1970 ..........ccoovmmmmmmiiiieeeeeeeeeeeeee e 39

Comparison of average wages of weavers
in Nishijin, Kiryu, and Fukui weaving districts

(nominal daily wage, in Yen, selected years)........ccecceevueerveennenne 57
Characteristics of the selected garment clusters ............ccceeueen.ee. 64
An endogenous model of garment cluster development............. 66
The growth of the Bangladesh export-oriented

SATrMENT INAUSITY ..veeivieniieeiieeiee sttt et 70
Estimated functions explaining behaviors

and performances of buying houses..........cceceeveervieerieriieeneennne. 74
Estimated functions explaining the size and growth

Of KNitwear fIrms .......coveviiriiiiiniiiieiceccecceeceeeeeee 75

The distribution of industrial clusters

in Zhejiang Provinee ........coceceeveviinicniiiinenicnceicncecseeeee 174
Number of approved patents and enterprises

with quality certifications in Zhejiang Province.........c...c.cccoc..... 175
Major crises in Zhejiang CIUSLETS ..c...eeveerverrieeriieeiienieesieenieenne 177
Crises and number Of PALENLS.......eevveerveeriierieeriieeieeiee e 184

XV



Xvi List of Tables

Table 10.5  Crises and number of quality certifications .........c.ccoeeveervennennne 185
Table 10.6  Crises and the share of professional and technical
personnel relative to the total population...........ccceceevvveniennenne 186

Table 10.7  Impact of different types of shock on quality upgrade ............... 187



Part I
Introduction



Chapter 1
Beyond Marshallian Agglomeration
Economies

Tomoko Hashino and Keijiro Otsuka

Abstract Most, if not all, industrial development in the history of advanced coun-
tries and in the developing world is based on the development of industrial districts.
A unique feature of this edited volume is to compare the development of industrial
districts in the history of Japan, Spain, France, other European countries as well as
contemporary developing countries, including China, Bangladesh, and Tanzania.
More similarities than dissimilarities are found in the role played by international
technology transfer in stimulating innovation, which is an engine of development
for industrial districts across a large number of cases. Also commonly found are
critical roles played by producer cooperatives and local as well as central govern-
ments in internalizing benefits of Marshallian agglomeration economies. After all,
this volume demonstrates the importance of collaboration between economic histo-
rians and development economists for a deeper understanding of the development
process of industrial districts.

Keywords Industrial districts ¢ International technology transfer ¢ Producer coop-
eratives ® Local and central governments ® Marshallian agglomeration economies

1.1 Introduction

While economic historians in general are interested in the long-term development
process of economies or economic sectors from low-income to higher income
stages, development economists are concerned primarily with the development of
low-income economies or their economic sectors compared with middle- and high-
income economies. Obviously, there is a great deal of overlap between the interests
of these two groups of economists. In fact, The Second Industrial Divide by Piore
and Sabel (1984), which analyzed the postwar development of industrial districts in
northern Italy, attracted a lot of attention from both economic historians and devel-
opment economists.

T. Hashino (<) ¢ K. Otsuka
Graduate School of Economics, Kobe University, Kobe, Japan
e-mail: hashino@econ.kobe-u.ac.jp

© Springer Science+Business Media Singapore 2016 3
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4 T. Hashino and K. Otsuka

At the outset, it is important to emphasize that, more often than not, the develop-
ment of manufacturing industries is led by industrial district or cluster,' which is
defined as “a geographical concentration or localization of enterprises producing
similar or closely related goods in a small area” (Sonobe and Otsuka 2006, p. 4).
Obviously, the Industrial Revolution in seventeenth and eighteenth century U.K.
was based on a number of industrial districts in different major cities (Pollard 1981).
The Silicon Valley in the U.S. is an outstanding example of a successful industrial
district at present. It is also well-known that the development of indigenous manu-
facturing sectors in prewar Japan since the Meiji Restoration—e.g., the cotton- and
silk-weaving industries—was based on industrial districts (Abe 1992, 2003; Abe
and Saito 1988; Hashino 2012; Hashino and Kurosawa 2013; Hashino and Saito
2004).> Moreover, industrial development in China and in almost all developing
countries in Asia and Africa is also led by the development of industrial districts
(Long and Zhang 2011; Sonobe and Otsuka 2006, 2011). Therefore, both economic
historians and development economists are strongly interested in the development
of industrial districts.

In spite of similarities of interest in industrial districts, there has been little dia-
logue between economic historians and development economists about the develop-
ment of industrial districts.? Is the mechanism behind the development of industrial
districts in history qualitatively different from that in a contemporary developing
world? If there are similarities, what are they? If there are not many similarities,
how different are they and why is it the case? More deeply, what lessons can we
learn from historical studies of the long-term development process of industrial
districts in order to formulate policies that support the rise of such districts in devel-
oping countries? The first and fundamental purpose of this edited volume is to dem-
onstrate that lessons from history are useful to achieve a greater understanding of
factors that currently enhance the growth of industrial districts in developing
countries.

Alfred Marshall (1920) was the first economist to theoretically characterize the
advantages of industrial districts. These are (1) the ease of division and specializa-
tion of labor among enterprises producing various parts and components and assem-
blers, (2) information spillover or imitation, and (3) the development of skilled labor
markets. If an enterprise is located in an isolated place without any part-suppliers or
assemblers, this enterprise has to incur a large cost in transacting with this group of
suppliers or assemblers based in a distant place; it would not know the development
of new products, the introduction of new production methods, and the availability of

'"'While economic historians usually use the term “industrial districts,” development economists
generally use the term “industrial cluster.” In our view, there is no essential difference between the
two.

2The development of such indigenous sectors was more important than the development of mod-
ern sectors in terms of employment generation during the Meiji era in Japan (Nakamura 1983).
3Zeitlin (2008) points out that, although there has been burgeoning literature on industrial districts
or regional clusters by historians and contemporary social scientists, a mutually productive dia-
logue has not been conducted mainly due to a disciplinary divide.



