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What Determines the Location of a Firm?
- Focusing on the regional characteristics
and agglomeration effect -*
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Abstract: Jeju is making multifaceted efforts to foster and attract businesses in order to increase its GRDP, which
is only at the level of 1% nationwide. A firm’s choice of location selection is such a significant decision that it can
affect the growth of the firm. The concentration of firm locations in one region means that the characteristics of
the region conduce to corporate profit maximization. Therefore, the analysis of the characteristics of regions pre-
ferred by firms and the reflection of the results thereof in policies for attracting firms will be helpful in inducing re-

gional innovation and development. This study investigates the distribution of firm locations in Jeju, and analyzes
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the effects of regional characteristics on the determination of firm location by using the conditional logit model.

The analysis results indicate that Jeju has various kinds of firms concentrated, regardless of the industry type, and

a large economically active population in thinly populated areas. Additionally, firms in the knowledge-based in-

dustry tend to locate in areas where more firms in the same field are located in Jeju.

This study is significant in that it is the basic analysis of the determinants of firm location in Jeju, which has never

carried out, for the purpose of establishing policies for firm and industry promotion and local development in Jeju.

Key Words: Firm location, Location determinants, jejudo, conditional logit model
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