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Abstract

The notion of agglomeration can be incorporated into a locational choice model
of firms based on increasing returns. Chance and necessity are important
components in that choice model. Under the assumption that the transaction cost of
moving is zero, firms tend to lock in fo a particular region.  Such a regional lock-in
effect is examined in the simulations using hypethetical, random data and real data of
growth of firms in Taiwan, Two sets of simulations were conducted in the research
design:, pilot and control simulations. In the first set of simulations, firms’ distance
cost of moving were iﬁcarporated into the model to be compared with Arthur's
original model of competing technologies. In the second set, the parameters of the
madel, including distance cost of moving, geographical benefit and rate of increasing
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returns, were controlled to examine the regional lock-in effect. The results showed
that distance cost of firms’ moving played an important role as to whether firms
would lock in to a region. Arthur’s expectation of the properties of the lock-in
behavior of increasing returns of competing technologies was found appropriate in the
simulations. Regional differences in tetms of the values of parameters significantly
affected the regional lock-in effect in a non-linear way. Policies are proposed as to
how to achieve balance amongst regional developments based on these observations.

Keywords : agglomeration, lock-in, increasing returns, path-dependence, regional
balance
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