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The Origins of Ethnolinguistic Diversity: Theory and EvidencePaper

Abstract: This research examines theoretically and empirically the economic origins of ethnolinguisticAbstracts
diversity. The empirical analysis constructs detailed data on the distribution of land quality and ele-
vation across contiguous regions, virtual and real countries, and shows that variation in elevation and
land quality has contributed signi�cantly to the emergence and persistence of ethnic fractionalization.
The empirical and historical evidence support the theoretical analysis, according to which heterogeneous
land endowments generated region speci�c human capital, limiting population mobility and leading to
the formation of localized ethnicities and languages. The research contributes to the understanding of
the emergence of ethnicities and their spatial distribution and o�ers a distinction between the natural,
geographically driven, versus the arti�cial, man-made, components of contemporary ethnic diversity.

The Evolution of Entrepreneurial Spirit and the Process of Development

Abstract: This research suggests that the evolution of entrepreneurial spirit played a signi�cant role in the
process of economic development and the evolution of inequality within and across societies. The study
argues that entrepreneurial spirit evolved non-monotonically in the course of human history. In early
stages of development, the rise in income generated an evolutionary advantage to entrepreneurial, growth
promoting traits and their increased representation accelerated the pace of technological advancements
and the process of economic development. Natural selection therefore had magni�ed growth promoting
activities in relatively wealthier economies as well as within the upper segments of societies, enlarging
the income gap within as well as across societies. In mature stages of development, however, nonentre-
preneurial individuals gained an evolutionary advantage, diminishing the growth potential of advanced
economies and contributing to the convergence of the intermediate level economies to the advanced ones.

The Climatic Origins of the Neolithic Revolution: A Theory of Long-Run Development
via Climate-Induced Technological Progress

Abstract: This research examines the transition from hunting and gathering to agriculture shedding new
light on the emergence of farming. The study focuses on the interaction between climatic sequences and
technological progress, and analyzes the e�ect of environmentally triggered technological advancement
on the evolution of population size in a foraging regime. It identi�es the importance of an environment
characterized by recurrent mild adversities as the driving force that enabled societies to make the transi-
tion from hunting and gathering to agriculture. The analysis suggests that di�erences in regional climatic
sequences after the Last Glacial Maximum generated heterogeneous population densities. The associated
variation in technological investment gave rise to disparities in the accumulation of intrinsic agricultural
knowledge. This resulted in the di�erential timing of the transition to agriculture contributing to the
observed contemporary divergence in income per-capita across countries.

A Theory of Financial and Technological Innovation: Implications for Growth

Abstract: We develop a theory of the coevolution of �nancial and technological innovation within the
context of an endogenous growth model. In contrast to past work, we do not treat the �nancial system
as exogenous and unchanging. Rather, the functioning of the �nancial system is an outcome of �nancial
entrepreneurs seeking to maximize pro�ts by providing higher quality �nancial services than competi-
tors. In particular, the �nancial system screens manufacturing �rms seeking funds to initiate innovative
activities. As manufacturing �rms advance technologically, they become more opaque. Consequently, in
striving to beat competitors, �nancial entrepreneurs innovate to improve their abilities to screen the pool
of potential entrepreneurs. This fundamentally di�erent way of understanding the interactions between
�nancial and technological innovation yields an array of novel testable implications. Di�erences in the
rate at which economies �nancially innovate is a key determinant of steady state growth rate. Institutions
or policies that block �nancial innovation lead to stagnation, regardless of the technological sophistication
of the manufacturing sector. The theory also highlights the, so far neglected, crucial interdependence
between �nancial and entrepreneurial innovation. Financial innovation depends on the incentives facing
manufacturing entrepreneurs, while the ability and incentives for manufacturers to innovate depends
importantly on the process of �nancial innovation. This study contributes to an understanding of the
interactive mechanics between �nancial and technological innovation and the implications for sustained
economic development.


