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I analyze how the economic decisions within a family such as the choice of

their residential region and the education for the child by the parent, and the residential region®s
position in interregional industrial specialization interact with one another and evolve. There are
multiple interregional specialization pattern in equilibrium: mono-polar concentration of economic
activities and a sharp interregional education gap; multi-polar concentration and a moderate
interregional education gap; and the intermediate cases. | show that the expectation formation and
the policy have brought about the extremely mono-polar concentration in Japan.

Next we consider the deniable interregional specialization and urbanization pattern. It is desirable
that high-technology industries concentrate to some extent. On the other hand it is also desirable
that more people invest in education and contribute to the industry. Hence the concentration is too
much in the case of mono-polar.
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