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There are a lot of studies on the rank-size rule on cities, but few of them have succeeded to give a micro foundation
on the rule. This study introduced a hierarchical branch office location model, and confirmed that rank-size rule
appears in a hierarchical structure of a firm calculated by the model. As a result, it was shown that the power
coeflicient doesn’t change through the decrease in number of branch offices, when fixed cost becomes larger. On the
other hand, it was shown that the power coefficient becomes larger and the employee becomes more evenly
distributed, when the effectiveness of branch offices, in terms of the power to compress and aggregate information, is
increased. Due to the progress in information and communication technology, the effectiveness of branch offices
would be enhanced, therefore, more flat organization would be expected in the future.
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