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Abstract

In this paper, we construct a simple overlapping generations model with two regions and
interregional migration and consider how child care support policies affect the fertility rate and
economic dynamics. Our model is based on Ikazaki (2014) which showed that the growth rate of
population declines (future population size might decrease) by agglomeration. It also insists that (1)
the positive linkage between agglomeration and productivity might not work in the long run:
agglomeration increases productivity in the short run, but it need not contribute to productivity
improvement in the long run. (2) A symmetric equilibrium will be better than perfect agglomeration if
the latter effects dominate.

In his model, there are two possibilities for population distribution between cities: perfect
agglomeration and symmetric equilibrium. In this paper, we analyze the case of imperfect
agglomeration in which one big city and one rural city coexists. We showed that the types of cities in

which child care policies are carried out as well as financial source of policies affect the equilibrium.
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