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We evaluated firm location and foreign direct investment in service industry from
the viewpoint of economic welfare and theoretically considered desirable policies to be implemented. We ob
tained the following results: (1) In the regions with different intrinsic costs, there are some possibilit
ies that firms excessively locate in the region with higher costs. (2) Decreasing difference in costs betw
een regions may not be desirable for consumers, which implies that governments need to care consumers when

they implement policies for service costs. (3) In free entry in both intermediate-good and final-good ind

ustries, under some condition, firms may insufficiently enter the markets from the welfare viewpoint. §4)
The number of firms entering the market or locating in the region are strongly affected by the external ec
onomies of scale and economic integration.
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