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The Effect of Providing Transportation
Infrastructure on the Industrial Location :

A Case Study of Aomori Prefecture

Ryusuke Ihara

Abstract

This paper analyzes the industrial location in Aomori prefecture, using a model
of the new economic geography. The regions are composed of Tsugaru, Nanbu and
the rest of the world (RW). We focus on the effects of Marshalian externality in
industrial sector and the decrease in transport costs caused by the construction of
transportation infrastructure. The results are as follows. First, the construction of
transportation infrastructure between Aomori and the RW causes an outflow of in-
dustries from Aomori to the RW. That is, the decrease in transport costs leads
firms to concentrate in a region with a larger market, and the industry moves to
the RW if the regional market in Aomori is sufficiently small. Secondly, the con-
struction of transportation infrastructure in Aomori (i.e. between Tsugaru and
Nanbu) causes an inflow of industries from the RW to Aomori. That is, the de-
crease in transport costs in Aomori enlarges the regional market and stimulates in-
dustrial agglomeration in Aomori. Therefore, the rise in the regional

competitiveness invites industrial firms to Aomori.



