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Abstract

This paper analyzes how differences in regional development arise through

technological variations and changes. Previous Ricardian-model-based considerations

of this phenomenon, known as rational underdevelopment, have ignored migration,

elasticities, multidimensional factors and inputs. This study thus re-examines rational

underdevelopment in light of the Heckscher-Ohlin Theorem, considering two regions,

with two sectors, in two periods. The regions have different factor and technology

endowments. The first region has a technology sector, and the second is a technology

laggard. Once a new technology that can potentially benefit both regions is introduced,

the technology-endowed region offers financial transfers to the technologically lagging

region. This equalizes regional incomes but also reduces the possibility that the laggard

will adopt the new technology and decrease its developmental disadvantage. We also

discuss the influence of mobile factors, which reduce regional inequality. The results



 

We Care About Your Privacy

We and our 843 partners store and/or access information on

a device, such as unique IDs in cookies to process personal

data. You may accept or manage your choices by clicking

below, including your right to object where legitimate

interest is used, or at any time in the privacy policy page.

These choices will be signaled to our partners and will not

affect browsing data. Privacy Policy

We and our partners process data to provide:

Use precise geolocation data. Actively scan device

characteristics for identification. Store and/or access

information on a device. Personalised advertising and

content, advertising and content measurement, audience

research and services development.

List of Partners (vendors)

I Accept

Essential Only

Show Purpose

https://www.tandfonline.com/
https://www.tandfonline.com/action/showPublications?pubType=journal
https://www.tandfonline.com/cira20
https://www.tandfonline.com/loi/cira20
https://www.tandfonline.com/toc/cira20/30/1
https://www.tandfonline.com/toc/cira20/30/1
https://www.tandfonline.com/journals/cira20
https://www.tandfonline.com/author/Gumpert%2C+Marcus
https://doi.org/10.1080/02692171.2015.1074165
https://www.tandfonline.com/action/clickThrough?id=5931&url=%2Fr%2Fsubjectsample-efbi&loc=%2Fdoi%2Fabs%2F10.1080%2F02692171.2015.1074165&pubId=49655840&placeholderId=1074&productId=3092
https://www.tandfonline.com/doi/full/10.1080/02692171.2015.1074165?scroll=top&needAccess=true
https://www.tandfonline.com/doi/figure/10.1080/02692171.2015.1074165?scroll=top&needAccess=true
https://www.tandfonline.com/doi/ref/10.1080/02692171.2015.1074165?scroll=top
https://www.tandfonline.com/doi/citedby/10.1080/02692171.2015.1074165?scroll=top&needAccess=true
https://www.tandfonline.com/doi/metrics/10.1080/02692171.2015.1074165?scroll=top
https://www.tandfonline.com/doi/permissions/10.1080/02692171.2015.1074165?scroll=top
https://www.tandfonline.com/doi/abs/10.1080/02692171.2015.1074165
https://www.tandfonline.com/
https://www.tandfonline.com/action/showCart?FlowID=1
https://www.informa.com/privacy-policy/


show that rational underdevelopment extends beyond wage subsidies to mobile factors

and capital. The analysis has implications for economic policies aimed at reducing inter-

regional inequality.
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Notes

1. Partial specialization in the first period is also possible.

2. Author’s illustration based on Desmet (2002, 902) and Desmet und Ortίn (2007, 13).
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