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= Dixit and Stiglitz, 1977

IM = F +cMgM
Where
™ denotes tofal labor inputs requirement,
F : fixed labor mputs requirement,
M - marginal labor mput requirement
¢ : the quantity be produced for each variety
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= Ottaviano, G., and R. Forslid (2003)

= Journal of Economic Geography
= ffi*]Cobb-Douglas ¥* [iFE

Ui = XA,
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= Michael Pfluger, 2004
= {fi"]Quasi-linear i’SfE'Jﬁr[Eh’r

U =olnCy + Cy,
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= Iceberg cost
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Cy=aP", C/=Y-u
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= Supply linkage
= Demand linkage
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Trade costs:

High: Dashed Line:
Intermediate:  Thick Line: T=1.4
Low: Regular Line: 7=1.1
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= MKT crowding effect
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= MKT size effect

= Cost living effect
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