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ABSTRACT

The purpose of this study is to consider the criteria for decision-making of industrial location in
view of substituting production factors through maximizing profit instead of minimizing transportation
cost.

This paper makes use of mutual relationship between spatial economy in Euclidean distance and
substituting production factors in production theory. Therefore, this paper will develop weak points
in classsical theory of industrial location by introducing production theory which has conception of

substituting production factors.
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