

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
				
			
				
			
				
			
				
			
				
			
				
			
		

		
            

		
		
		
			
		
			
		
			
		
			
		
			
		
			
		
			
		
			
		
			
		
			
		
			
		
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Why Doesn't Technology Flow from Rich to Poor Countries?

	
    
        
            
            







    
    










    
    
    
    











			
        

    
	

	
	
		
		
			88 Pages
		
		

		Posted: 20 Oct 2011
		
			Last revised: 3 Mar 2016
		
		
	

	
		
			
			




	See all articles by Harold L. ColeHarold L. Cole
University of Pennsylvania - Department of Economics; National Bureau of Economic Research (NBER)
Jeremy Greenwood
University of Pennsylvania - Department of Economics; National Bureau of Economic Research (NBER)
Juan M. Sánchez
Federal Reserve Banks - Federal Reserve Bank of St. Louis; Federal Reserve Banks - Federal Reserve Bank of St. Louis


		

	
	
	
	
	


	
	
		
			[image: Multiple version icon]There are 3 versions of this paper
		
	


	
		
		

		
			
				

				
					

					
						
							
						

						
							
								
									Why Doesn't Technology Flow from Rich to Poor Countries?

								
							
							
							
								
									Number of pages: 88
								
								
									Posted: 20 Oct 2011
								
								
									Last Revised: 03 Mar 2016
								
							

							
							
								
								You are currently viewing this paper
							

							
						

						
							
							Downloads
							  461
							
						

					

					
					

					
						
							
						

						
							
								
									Why Doesn't Technology Flow from Rich to Poor Countries?
									

								
							
							
							
								NBER Working Paper No. w20856
							

							
							
								
									Number of pages: 84
								
								
									Posted: 20 Jan 2015
								
								
									Last Revised: 28 Jun 2023
								
							

							
						

						
							
							Downloads
							   37
							
						

					

					
					

					
						
							
						

						
							
								
									Why Doesn't Technology Flow from Rich to Poor Countries?
									

								
							
							
							
								FRB of St. Louis Working Paper No. 2012-040A
							

							
							
								
								
									Posted: 18 Oct 2012
								
								
							

							
						

						
							
						

					

					
				

			

		

	

	


	
	
	
	
		
		
	
	
		
			Date Written: March 1, 2016

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		What is the role of a country's financial system in determining technology adoption? To examine this, a dynamic contract model is embedded into a general equilibrium setting with competitive intermediation. The terms of finance are dictated by an intermediary's ability to monitor and control a firm's cash flow, in conjunction with the structure of the technology that the firm adopts. It is not always profitable to finance promising technologies. A quantitative illustration is presented where financial frictions induce entrepreneurs in India and Mexico to adopt less-promising ventures than in the United States, despite lower input prices. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: Costly cash-flow control; costly state verification; dynamic contract theory; economic development; establishment-size distributions; finance and development; financial intermediation; India, Mexico, and the United States; long- and short-term contracts; monitoring; productivity; retained earnings

	
	

	
    

    
	

	
	
		JEL Classification: D92, E13, G24, O11, O16

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Cole,  Harold L. and Greenwood,  Jeremy and Sanchez,  Juan M. and Sanchez,  Juan M., Why Doesn't Technology Flow from Rich to Poor Countries? (March 1, 2016).  Available at SSRN: https://ssrn.com/abstract=1945981 or http://dx.doi.org/10.2139/ssrn.1945981 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	

	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Harold L. Cole (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				University of Pennsylvania - Department of Economics  ( email )

			

			
			
				
				
				
					3718 Locust Walk
436 McNeil
Philadelphia, PA  19104
United States
215-898-7788 (Phone)

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
					
				
					
					
					
				
			

			
				
				
				


				National Bureau of Economic Research (NBER) 

			

			
			
				
				
				
					1050 Massachusetts Avenue
Cambridge, MA  02138
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Jeremy Greenwood

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				University of Pennsylvania - Department of Economics  ( email )

			

			
			
				
				
				
					Ronald O. Perelman Center for Political Science
133 South 36th Street
Philadelphia, PA  19104-6297
United States
215-898-1505 (Phone)

				

				
			

			
				
				
					HOME PAGE: http://jeremygreenwood.net
				

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
					
				
					
					
					
				
			

			
				
				
				


				National Bureau of Economic Research (NBER) 

			

			
			
				
				
				
					1050 Massachusetts Avenue
Cambridge, MA  02138
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Juan M. Sanchez

					
			
		

		
		
		
		

		
		
			
				
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Federal Reserve Banks - Federal Reserve Bank of St. Louis  ( email )

			

			
			
				
				
				
					411 Locust St
Saint Louis, MO  63011
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Federal Reserve Banks - Federal Reserve Bank of St. Louis  ( email )

			

			
			
				
				
				
					411 Locust St
Saint Louis, MO  63011
United States

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research you’d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      461

			

		
		
		
			Abstract Views

			    6,470

		

		
		 
		
			Rank

			  105,077

		

		
	


	

	
		
			
				       38 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Macroeconomics: Production & Investment eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Macroeconomics: Production & Investment eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,449

                                    

                                    
                                        PAPERS

                                            5,631

                                    

                                

                                
                            

                        

                    

                
	
                    Economic Growth eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Economic Growth eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              628

                                    

                                    
                                        PAPERS

                                           14,954

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        William Easterly at New York University - Department of Economics

                                    

                                
                            

                        

                    

                


            

            
                
                

                	
                    Development Economics: Microeconomic Issues in Developing Economies eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Development Economics: Microeconomic Issues in Developing Economies eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              620

                                    

                                    
                                        PAPERS

                                           14,711

                                    

                                

                                
                            

                        

                    

                
	
                    Development Economics: Macroeconomic Issues in Developing Economies eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Development Economics: Macroeconomic Issues in Developing Economies eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              609

                                    

                                    
                                        PAPERS

                                           26,320

                                    

                                

                                
                            

                        

                    

                
	
                    Economics of Innovation eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Economics of Innovation eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              342

                                    

                                    
                                        PAPERS

                                           20,487

                                    

                                

                                
                            

                        

                    

                
	
                    Diffusion of Innovation eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Diffusion of Innovation eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              333

                                    

                                    
                                        PAPERS

                                            3,919

                                    

                                

                                
                            

                        

                    

                
	
                    Information Systems & Economics eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Information Systems & Economics eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              224

                                    

                                    
                                        PAPERS

                                           14,631

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Erik Brynjolfsson at National Bureau of Economic Research (NBER)

                                    

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Misallocation and Manufacturing TFP in China and India

                        
                            By
                                
                                
                                    
                                    Chang-tai Hsieh
                                     and 
                                
                                    
                                    Peter J. Klenow
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Misallocation and Manufacturing TFP in China and India

                        
                            By
                                
                                
                                    
                                    Chang-tai Hsieh
                                     and 
                                
                                    
                                    Peter J. Klenow
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Growth Theory Through the Lens of Development Economics

                        
                            By
                                
                                
                                    
                                    Abhijit V. Banerjee
                                     and 
                                
                                    
                                    Esther Duflo
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Policy Distortions and Aggregate Productivity with Heterogeneous Plants

                            
                                By
                                    
                                    
                                        
                                        Diego Restuccia
                                         and 
                                    
                                        
                                        Richard Rogerson
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Unequal Effects of Liberalization: Evidence from Dismantling the License Raj in India

                            
                                By
                                    
                                    
                                        
                                        Philippe Aghion, 
                                        
                                    
                                        
                                        Robin Burgess, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Unequal Effects of Liberalization: Evidence from Dismantling the License Raj in India

                            
                                By
                                    
                                    
                                        
                                        Philippe Aghion, 
                                        
                                    
                                        
                                        Robin Burgess, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Unequal Effects of Liberalization: Evidence from Dismantling the License Raj in India

                            
                                By
                                    
                                    
                                        
                                        Philippe Aghion, 
                                        
                                    
                                        
                                        Stephen J. Redding, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Unequal Effects of Liberalization: Evidence from Dismantling the License Raj in India

                            
                                By
                                    
                                    
                                        
                                        Philippe Aghion, 
                                        
                                    
                                        
                                        Robin Burgess, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Macroeconomic Implications of Size-Dependent Policies

                            
                                By
                                    
                                    
                                        
                                        Nezih Guner, 
                                        
                                    
                                        
                                        Gustavo Ventura, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Growing Like China

                            
                                By
                                    
                                    
                                        
                                        Zheng Michael Song, 
                                        
                                    
                                        
                                        Kjetil Storesletten, ...
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
	
		
	
		
			
				
			
			
		
	
		
	
		
	
		
	
		
	
		
	
		
			
				
			
			
		
	
		
	
		
	
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright © 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l200 in   0.167 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
