Young Innovative Firms, Investment-Cash Flow Sensitivities and Technological

Yﬁ allocation -I Portal de InvEstigaci?es Econémije_:ls : I

Flow Sensitivities and Technological
Misallocation

Borradores de Economia

Numero:

1004

Publicado:

Jueves, 1 Junio 2017

Clasificacion JEL:

Gl1, D86

Palabras clave:

Riesgo moral, Restricciones de crédito y mala asignacion tecnoldgica

Descargar documento

Lo mas reciente

Leyes de margenes minimos y fijacién de precios en comercios multiproducto

Daniel Herrera-Araujo, Jorge Florez-Acosta

Trabajo de cuidado no remunerado y brechas regionales de género en la participacién laboral
en Colombia

Luis Armando Galvis-Aponte, Adriana Marcela Rivera-Zarate

Evaluacion de los efectos de las recientes normas de provisiones sobre |la asignacién del
crédito de consumo en Colombia

Diego Fernando Cuesta-Mora, Fredy Alejandro Gamboa-Estrada, Camilo Eduardo Sanchez-
Quinto

Otras Publicaciones

Can technological misallocation generate financial frictions? We build a theoretical model
with testable implications, in which the misallocation between R&D and production activities
generates borrowing constraints. The investor offers the innovator a rent that is contingent to
the success of its project in order to make them exert an incentive-compatible effort level.
However, this rent distorts the allocation of effort between activities. Specifically, it leads to a
suboptimal level of effort impulsing a reallocation of resources from production to R&D.
Consequently, the investor cannot appropriate the surplus resulting from innovation. This
distortion increases the cost of external financing for firms that have large amount of
intangible assets. Using Compustat data for manufacturing firms in the United States
between 1982 and 2007, we show that cash-flow sensitivities are positive and increasing in
firms with high R&D intensities.
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