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i nformation and communications t e«

How information and communications technologies (ICT) affect the
location choice of the industry is the issue to be explored in this research.
Theoretically, ICT downgrades the importance of space and upgrades the
importance of time in production, as it enables producers to coordinate activities
cross the distance in space. To take advantage of low-cost resources in remote
areas induces producers to disperse. Furthermore, ICT also alows the R&D and
design activities to decouple from the manufacturing process, facilitating vertical
disintegration of production. Therefore, it is theoretically plausible that industrial



clusters in the “old” economy disappear atogether in the information age.
Empirical evidence, however, does not appear to support the above assertion.

It seems evident that vertical disintegration is indeed happening and
deepening and countries that are remote from the markets are now participating
in the global network of production. However, horizontal division of labor
remains concentrated geographically. In other words, the value chain, or even the
“technology chain” may have been segmented into different locations, but
industrial clustersinvolving a particular ssgment of the value chain are till aive.
What determine the location of an industry in the information age? We propose
three possible determinants. market, regional production network, and
knowledge center. Market is important if all production factors are equaly
accessible and can be mobilized in an equally efficient way. Under these
circumstances, those that provide the best services will win the market.
Inevitably, the winners will have to locate close to the market. Hence, home
market effect will drive the agglomeration of the industry. Second, regional
production network emphasizes the efficiency gains from industrial district
where the importance of supply chain is reinforced by ICT network. If
“economies of network” are mainly a regional phenomena, and supply chain
replaces the role of individual firms in determining competitiveness, then ICT
will simply reinforce the role of industrial clusters. Third, if knowledge underlies
the competitiveness of individual firms and knowledge externalities are mainly a
local phenomenon, then knowledge spillovers will drive agglomeration around
the center of innovations. This research is aiming at exploring the underlying
forces of agglomeration in the information age, using Taiwan's information
industry as an example.
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