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The purpose of this research was to develop an AGE model, which incorporates
the strategic choice among exports and two forms of FDI by heterogeneous firms to access foreign
markets. As the theoretical basis, the model presented by Helpman, Melitz, and Yeaple (2004) was
selected to consider the proximity-concentration trade-off. Since we had to cope with two major
serious problems, the outcome remains limited to find an idea to tackle one of those. If one is
going to handle in a model many production sectors that exhibit increasing-returns-to-scale
technologies operating under monopolistic competition, it often is the case that calculations tend
to fail to reach an equilibirum solution. While Balistreri and Rutherford (2013) have proposed an
algorithm to manage this problem, it was not easy to apply the method to a model not coded in GAMS.
This time, we found a way to apply the method regardless of one"s choice of an application software

for computation.
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