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		Abstract

		This paper explores the causes and consequences of the more important market failures which impede the development of LOCs, and explains why the non-market institutions which often ameliorate the effects of market failures in developed countries are less effective- in doing so in LOCs. This paper focuses, in particular, on those market failures which arise from imperfect information (as in the capital market) or which are almost inevitably associated with the learning which must occur if the less developed countries are successfully to make the transition to being more developed. learning, Among the consequences of learning-by-doing, of localized and of learning-to-learn are imperfections of competition, multiple equilibria, hysteresis, and the optimality of non-myopic policies. These market failures are markedly different from those that were the center of attention in earlier literature, which led to arguments for government planning. Government interventions need to recognize the source of market failures; informational problems affect the government no less than the private sector. In some cases, interventions should be directed at making markets work more effectively; in other cases, the government may take a role in establishing non-market institutions to ameliorate the effects of market failure. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
	

	
    

    
	

	
	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	






	
		Suggested Citation:
		Suggested Citation
	

	
		
			Stiglitz,  Joseph E., Markets and Development (May 1989). NBER Working Paper No. w2961,  Available at SSRN: https://ssrn.com/abstract=461393
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Joseph E. Stiglitz (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
						
						


						
					
					
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Columbia University - Columbia Business School, Finance  ( email )

			

			
			
				
				
				
					3022 Broadway
814 Uris Hall
New York, NY  10027
United States
(212) 854-0671 (Phone)
(212) 662-8474 (Fax)

				

				
			

			
				
				
					HOME PAGE: http://www.josephstiglitz.com
				

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				National Bureau of Economic Research (NBER)  ( email )

			

			
			
				
				
				
					1050 Massachusetts Avenue
Cambridge, MA  02138
United States

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      112

			

		
		
		
			Abstract Views

			      990

		

		
		 
		
			Rank

			  439,969

		

		
	


	

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    NBER Working Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                NBER Working Paper Series

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

                                
                                    
                                        FOLLOWERS

                                           12,251

                                    

                                    
                                        PAPERS

                                           32,626

                                    

                                

                                
                            

                        

                    

                


        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Financial Dependence and Growth

                        
                            By
                                
                                
                                    
                                    Raghuram G. Rajan
                                     and 
                                
                                    
                                    Luigi Zingales
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Stock Markets, Banks, and Growth: Panel Evidence

                        
                            By
                                
                                
                                    
                                    Thorsten Beck
                                     and 
                                
                                    
                                    Ross Levine
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Stock Markets, Banks, and Growth: Panel Evidence

                        
                            By
                                
                                
                                    
                                    Thorsten Beck
                                     and 
                                
                                    
                                    Ross Levine
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Stock Markets, Banks, and Economic Growth

                            
                                By
                                    
                                    
                                        
                                        Ross Levine
                                         and 
                                    
                                        
                                        Sara Zervos
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Financial Development and Economic Growth: Views and Agenda

                            
                                By
                                    
                                    
                                        
                                        Ross Levine
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Stock Markets, Banks, and Growth: Correlation or Causality

                            
                                By
                                    
                                    
                                        
                                        Thorsten Beck
                                         and 
                                    
                                        
                                        Ross Levine
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Finance, Firm Size and Growth

                            
                                By
                                    
                                    
                                        
                                        Thorsten Beck, 
                                        
                                    
                                        
                                        Asli DemirgÃ¼Ã§-kunt, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Finance, Firm Size, and Growth

                            
                                By
                                    
                                    
                                        
                                        Thorsten Beck, 
                                        
                                    
                                        
                                        Asli DemirgÃ¼Ã§-kunt, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Finance, Firm Size, and Growth

                            
                                By
                                    
                                    
                                        
                                        Thorsten Beck, 
                                        
                                    
                                        
                                        Asli DemirgÃ¼Ã§-kunt, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Financial Intermediation and Growth: Causality and Causes

                            
                                By
                                    
                                    
                                        
                                        Ross Levine, 
                                        
                                    
                                        
                                        Norman Loayza, ...
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					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 Â© 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   0.094 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		

		
		
		
		
		
		
		
		
		
		
	

