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Abstract

We add a spatial angle to economic growth. We create an endogenous growth model where agents

obtain ideas but require experts to implement these ideas. The experts might not live in the same location

as the agent with an idea and need to relocate or commute leading to an implementation cost. The

relocation cost increases with the distance between agents and experts leading to a direct link between

how close people live together and the implementation cost of ideas. We further link the number of

implemented ideas to growth and thus areas where people live closer together are growing faster. In order

to measure how close people live together, we create the new measure Spatial Population Concentration

(SPC) that captures the average number of people within a given radius of each person within a geographic

area. This measure allows for more accurate measurement of the population concentration than traditional

measures like population density or urbanization, as it is not affected by large uninhabited areas or capped.

Next, we show for both US counties and countries in the world that areas of high spatial population

concentration coincide with faster growth in line with our model. Specifically, we find that counties with

a low value of our measure in 2000 experienced substantially lower GDP growth over the next 15 years.
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