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This paper examines the location choice by a monopoly firm when foreign workers are absorbed

by the monopoly firm for its domestic production. To supply goods to home and foreign country,

the monopoly firm faces three location choices: It can (i) locate only at home; (i) locate both

at home and abroad; and (iii) locate only abroad. Home workers and foreign workers differ not

only in their wage levels, but also in marginal productivity.

Conclusions derived in this paper are as follows: The monopoly firm’s location choice depends

on the difference between the unit wage cost of home workers and that of foreign workers, costs

reduced by absorbing foreign workers and fixed costs. As the monopoly firm's location choice is

not necessarily desirable for the welfare of home country, the domestic government should levy a

lurnp sum tax or extend subsidies to the monopoly firm for its domestic production, as a policy

to render the monopoly firm's location choice desirable for the welfare of home country.
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