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A MODEL OF OFFICE LOCATION WITH ENDOGENOUS INTER-FIRM CONTACTS
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By Se-il MUN, Kazuhiro YOSHIKAWA and Ken-ichi NAKAMURA

Office activity producing some kind of

information or service

require face to face contacts with other firms for information
exchange or transaction. And that is the main factor of
agglomaration of office firms in central districts of a city. This
paper presents a model of office location which deals explicitly
with the role of face to face contacts in firms' location decision.
In the model, frequency of contacts with other firms are
endogenously determined, and trade-off between contacts with other
firms and routine work within the office firm is described. Through
numerical simulation, the effects of changes in various parameters
on spatial distribution of office firms are analyzed, and further,
by taking into account of traffic congestion on road network as

agglomeration diseconomy, generation of subcenter is described.
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