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We develop a new economic geography model to analyze demographic and
spatial agglomeration of economic activity, such as declining birth rate, aging population,
urbanization, and economic disparities among regions. We specifically analyze the impact of
longevity improvement. The following results are obtained: 1) if inter-regional migration is
difficult, the inter-regional distribution of population and economic activity tends to equalize in
the long run; 2) spatial agglomeration appears if inter-regional migration becomes easy; and 3) the
improvement in longevity promote spatial agglomeration and suppresses economy size. In particular,
we show that longevity suppresses the economy size through two channels: 1) by increasing the time
working of individuals for their retirement and reducing their child-rearing time, and 2) by
promoting spatial agglomeration, which increases real wages and opportunity costs of child-rearing
in populated regions.
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