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Abstract: A game model of cimuiative technology innovation was developed, and the theoretical
relationships betweern: the technclogy spillover, labor mobility, commercial secret protection and
clustering of inrovation fimys were derived and analyzed. The results indicated that as long as the
values createa L'y the 2nd-generation innovation far exceed that by the 1st-generation innovation,
the relevant firms will cluster together so as to share the benefit from technology spillovers and
develop the 2nd-generation innovation further to increase their profits and social welfare. It is
found that studying the relationship between the industrial clusters with increasing potential and
technology spillovers is a topic provokes a lot of interest, and protecting commercial secret is
unable to hold back firms clustering though it is possibly to prevent the spillover of higher
technologies.
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Fig. 1 Condition for technology spillover as a function
of p and a(m,/m=2)
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