
1

                      Geographical Economics Winter 2013/2014
Assignment 3: Due December 18th 2013

General information

This problem set MUST be solved individually. Each student MUST turn in the copy of the

solution on paper support. Do not forget to identify at the beginning of each page. There are not

specific requirements about the format (font, lines etc) of the document students are expected to

turn in. 

The solution of this assignment MUST be turned in at the beginning of the class.

Exercise 1 and 2 score 3 points each and exercises 3 scores 4 points

1. Suppose that chemical X is manufactured using a raw material B that is available 

from a location called the “mine”. Production of one ton of X requires 1/3 of a 

ton of B. A firm called X Enterprises, which has a contract to deliver 30 tons of 

X to a location called the “market”, is trying to decide where to locate its plant. 

The mine and the market are 50 kilometres apart. Overland shipment of both X 

and B costs 2€ per ton per km. shipped. However, additional costs must be 

incurred because a river passes between the mine and the market, and the river 

has no bridge. Goods must be loaded onto barges to cross the river, which is 

located 16 kilometres from the mine. Barge operators charge 1€ per ton of X 

shipped across the river. However, since the input B is highly toxic when mixed 

with water, barge operators must charge an extremely high price to transport B 

across the river. This price defrays the cost of insurance that the operators must 

carry to meet liability claims should they accidentally pollute the river with their 

cargo. The cost of shipping one ton of B across the river is 195€.

a) Using the above information, find the transport-cost-minimizing location for X 

Enterprises. The answer can be found by computing transport costs at four 

locations: mine, market, mine side of the river, and market side of the river. 

Assume that the width of the river is negligible, so that it can be ignored. 
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b) Illustrate your results in a drawn diagram like those presented in the slides 

showing the examples of bats and bottling of beverages.  Plot the procurement 

costs at the same four locations as in (a) and then connecting the dots. Similarly 

plot the delivery cost at the four locations, and then connect the dots to generate 

the delivery cost curve. Then, plot the total shipping-cost curve by adding the 

input and output shipping costs at each of the four locations, plotting the points 

and connecting the dots. Using the diagram, identifying the best location for X 

Enterprises, which should be the same as your answer in (a).

c) Explain your results intuitively

2. The table below shows the values of the industrial concentration index (plant 

Herfindahl), spatial Gini and Ellison and Glaeser index for 20 Spanish 

industries. The columns under the label ranking show the ranking of the 

industries according to each index. Comment on the behavior of the Ellison and 

Glaeser index in relation to the other two indexes. (max. space one page)

Plant 
Herfindahl Ranking

Spatial 
Gini Ranking

Ellison & 
Glaeser 
Index Ranking

Leather & Leather Products 0.0253 5 0.074 1 0.05 1
Textile Mill Products 0.0018 19 0.0171 7 0.0153 2
Instruments & Related Products 0.0083 9 0.0219 6 0.0137 3
Rubber & Miscellaneous Plastics Products 0.0041 12 0.0163 8 0.0122 4
Lumber & Wood Products 0.0023 18 0.0143 10 0.012 5
Fabricated Metal Products 0.0008 20 0.0123 14 0.0115 6
Printing & Publishing 0.0025 16 0.0129 12 0.0104 7
Furniture & Fixtures 0.0028 14 0.0129 13 0.0101 8
Primary Metal Industries 0.0174 6 0.0256 5 0.0083 9
Paper & Allied Products 0.0066 10 0.0147 9 0.0081 10
Industrial Machinery & Equipment 0.0025 17 0.0085 18 0.006 11
Food & Kindred Products 0.0039 13 0.0088 16 0.0049 12
Chemical & Allied Products 0.005 11 0.0086 17 0.0036 13
Apparel & Other Textile Products 0.0027 15 0.0061 19 0.0034 14
Stone, Clay, & Glass Products 0.0129 7 0.0142 11 0.0013 15
Electrical Material & Equipment 0.0119 8 0.0051 20 -0.0069 16
Other Transportation Material 0.0545 4 0.0371 3 -0.0184 17
Electronic Equipment 0.0645 3 0.0108 15 -0.0574 18
Motor Vehicles 0.1016 2 0.0261 4 -0.084 19
Computer & Office Equipment 0.2391 1 0.0459 2 -0.2539 20
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3. Download the following article:

Figueiredo, O., P. Guimaraes and D. Woodward (2002) “Home-field advantage: 

location decisions of Portuguese entrepreneurs”, Journal of Urban Economics, 

52, 341-361

Explain the following points in no more than two pages:

- The objective and motivation

- The empirical strategy 

- Results

- Can you explain the results in terms of the behavioral approach (adoptive vs 

adaptative environment)? (See McCaan) 


