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ses. The paper establishes a model of location choice and quantity competi-
tion with the consideration of technology spillover, transportation cost and
market competition. It finds that the cluster of enterprises that is mainly due
to technology spillover is perfect Nash equilibrium. The cluster of enterpri-
ses not only appears at the locations with the least transportation cost, but
also appears at other locations as long as the effect of technology spillover is
bigger than the effect of transportation cost. The enterprises have the most
equilibrium quantities and profits when they cluster round the locations with
the least transportation cost, and have the least equilibrium quantities and
profits when they cluster round the cities.

Key words: technology spillover; transportation cost; location choice
of enterprises; industrial clusters
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The Interest Groups and the Snare of Institutional
Changes: On the Crisis of the Legitimacy

of the Transition
SUN Jing-yu, SHAN Ji-chen

(Department of Economics. Nankai University, Tianjin 300071, China)

Abstract: The paper mainly discusses the formation of the inefficient
institutional equilibrium in the process of institutional changes. Based on the
analysis of the economic behaviours of interest groups, it studies the effects
of the first-action groups and the second-action groups of the theory of Davis
and North on the institutional changes. The results indicate that, owing to
the conflict of interests between the interest groups and the society, even the
first-action groups and the second-action groups which start and promote the
process of institutional changes may hinder the institutional changes from re-
alizing the optimization, leading to the institutional snare.

Key words: interest groups; institutional changes; institutional snare;
the legitimacy of transition (iRt A—rH)
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