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Abstract

I examine how unit tax and ad valorem tax a¤ect �rm location in a monopolistic-

competition model with asymmetrically sized regions and a quasi-linear preference.

Tax revenue is evenly distributed to all workers or evenly distributed to the workers

residing in the region generating the tax revenue. When a homogeneous good is

traded, despite reimbursement systems, the ad valorem tax retains the �rm share,

while the unit tax accelerates �rm agglomeration in the larger region. When the ho-

mogeneous good is non-tradable, despite taxation schemes, the intraregional distri-

bution retains the �rm share, while the interregional one accelerates agglomeration

in the larger region.
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