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Abstract

There is widespread evidence supporting the conjecture that borrowing
constraints have important implications for firm growth and survival. In
this paper we model a multiperiod borrowing/lending relationship with
asymmetric information. We show that borrowing constraints emerge as
a feature of the optimal long-term lending contract, and that such
constraints relax as the value of the borrower's claim to future cash flows
increases. We also show that the optimal contract has interesting
implications for firm dynamics. In agreement with the empirical
evidence, as age and size increase, mean and variance of growth decrease,
and firm survival increases.

This content is only available as a PDF.

© 2006 by the President and Fellows of Harvard College and the Massachusetts Institute of
Technology

Issue Section: Articles

You do not currently have access to this article.

Sign in O Get help with access

Personal account Institutional access

¢ Signin with email/username &
password y TR

& Signin through your

institution


https://doi.org/10.1093/qje/121.1.229
javascript:;
javascript:;
javascript:;
javascript:;
https://academic.oup.com/qje/search-results?f_TocHeadingTitleList=Articles

* Getemail alerts Sign in through your institution

* Savesearches Sign in with a library card

® Purchase content S
Sign in with username/password
* Activate your purchase/trial code

e Addyour ORCIDiD

Register Institutional account

management

Recommend to your librarian

Sign in as administrator

Purchase

Subscription prices and ordering for this journal

Purchasing options for books and journals across Oxford Academic

Short-term Access

To purchase short-term access, please sign in to your personal account above.

Don't already have a personal account? Register

A Theory of Financing Constraints and Firm Dynamics* - 24 Hours access

EUR €39.00 GBP £33.00 USD $43.00

Rental

This article is also available for rental through DeepDyve.


https://www.deepdyve.com/lp/ou-press/a-theory-of-financing-constraints-and-firm-dynamics-006W0EkBWD?key=OUP
https://academic.oup.com/my-account/register?siteId=5504&returnUrl=http%3a%2f%2facademic.oup.com%2fqje%2farticle-abstract%2f121%2f1%2f229%2f1849017%3flogin%3dfalse
javascript:;
javascript:;
javascript:;
javascript:;
https://academic.oup.com/pages/get-help-with-access/recommend-to-your-librarian?journal=qje
javascript:
https://academic.oup.com/qje/Subscribe/CurrentYear
https://academic.oup.com/pages/purchasing
https://academic.oup.com/my-account/register?siteId=5504&returnUrl=https://academic.oup.com%2fqje%2farticle-abstract%2f121%2f1%2f229%2f1849017
javascript:;

