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A Study on Agglomeration Theory

——With Reference to Alfred Weber’s Agglomeration Analysis

Alfred Weber's theory has been subjected to a
considerable amount of penetrating review. Some
of his assumptions have been attacked by later
theoreticians, particularly those who criticized his
transportation rates, agglomeration, and the spa-
tial uniformity of demand conditions.

The purpose of this study is to reexamine
Weber's agglomeration analysis associated with
his location theory, to synthesize these and other
criticisms on the analysis, and to provide a me-
thodological basis on the meaning of “agglomera-
tion economy” and “agglomeration process.”

1) The most serious weakness of the Weberean

analysis is that, without clearly distinguishing

Kie Joo Hyung

among the three different types of agglomeration
factors, he asks under what conditions and where
several units of production will agglomerate. The
agglomeration process Weber has dealt with im-
plies that a number of individual productions
dispersedly located in the beginning are unified to
a large corporation at a given point of location,
This process is actually similar to that from which
a large-scale economy occurs. As far as social
agglomeration is concerned, it should be defined
in terms of socio-historical process.

2) In Weber’s analysis, the center of agglome-
ration was determined by such necessary condit-

ions as “Kritische Isodapane” and “Standortsge-



wicht”. He argued that several individual units
of production will agglomerate when their critical
isodapanes intersect and they attain within the
common segment the requisite quantity of pro-
duction, and that agglomeration will take place
near a site of the largest individual production
within the common segment. Such assumption
reflects nothing but a totalitarian or mechanistic
viewpoint, and can not be sanctioned unless each
individual production is under the control of the
same capital system or of government ownerhsip.
With respect to this argument, E.M. Hoover has
stressed on the “Production Cost Differentials”,
and W. Isard on the “Substitutional Cost” as a
modified theory. Nevertheless, it may be most
important to consider, as far as social agglomera-
tion is concerned, the differences in the manage-
rs’ bargaining abilities as an agglomeration factor
rather than such a mechanistic viewpoint as “cri-
tical isodapane”, “locational weight”, and so on.
Actually if new units of production come into
existence, they will tend to gain localization eco-

nomies through agglomeration around established

production points. From this standpoint, W. Isard
argued, any pure substitutional theory which is
not linked to any specific regional structure is of
severely limited significance.

3) “Formwert” as an index of agglomeration
originates with Alfred Weber, and it largely con-
sists of labor cost and the rent of machine use.
Accordingly, we may conclude that such manu-
facturing industries charging higher labor costs
have relatively stronger agglomeration forces. Ne-
vertheless, it must be said that this scheme has
limited application, because agglomeration eco-
nomies are derived not only from labor cost but
from multiple sources, and consequently there are
not regularly functional relationships between
“agglomeration economies” and “Formwert”.

4) Weber's agglomeration economy implies that
of cost reduction in supply, and consequently
demand foctors are disregarded at least in Weber's
scheme. This assumption can be sanctioned only
under the condition of perfectly competitive
market.



