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KNOWLEDGE PRODUCTION AND SPATIAL EQUILIBRIUM OF FIRMS :
THEORETICAL APPROACH

/N R E*
By Kiyoshi KOBAYASHI

This paper falls within that category of planning thought in which the stock of know-
ledge and associated R & D activities are regarded as endogenous public goods. Our
tenet is that knowledge is made available to firms by way of exchange processes on a
spatial network of knowledge. We derive a production function for the knowledge level
of a nodal firm in terms of the size of its knoﬁledge handling labour force and its acces-
sibility to the complete stock of knowledge in all nodes by means of networks of telecom-

ication and transportation. A Nash equilibrium of knowledge production over a net-

work is formulated and the resulting spatial equilibrium model of knowledge production
activities is derived. A logit-like share equation is the basic foundation of our analytical
framework. A simple numerical example is used to illustrate how the system may pos-

sess multiple equilibrium states depending on the parametric combinations of the spatial

equilibrium model.
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