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Location Choice of Multiple Product Firms
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Abstract This paper analyzes the firm location problem in a “linear city” model that in-
volves a mixture of monopolies for two products and duopoly for another product. It is shown
that the equilibrium locations depend on the ratio of brand-loyal consumers to brand switch-
ers. If the ratio is high enough, firms will agglomerate at the center of the market. If the ra-
tio is low enough, they will choose the endpoints of the market. If the ratio is in the medium
range, {irms will choose inner points to locate their plants. Compared to the social optimal
pattern of locations, the distance between two firms could be too large or too small.
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