Diana Van Patten

Research Statement

I am an international trade economist. My research studies the firm-level mechanisms that determine
the incidence of international trade. Trade shocks do not map mechanically into household welfare.
They are transmitted through firms, for instance, as employers or as retailers that decide which varieties
to import and at what price to sell them domestically. Across my work, I use linked administrative
microdata, natural experiments, and economic models to identify how these firm-level margins shape the
distribution of the gains from trade across workers and consumers. These projects form my main agenda
in international trade. This agenda is complemented by a related stream in macro-development that
leverages similar techniques to study technology adoption and innovation in developing economies.

1. International trade: firm-level mechanisms and the incidence of openness

My main agenda in international trade studies how firms shape the incidence of trade shocks. Trade
shocks do not map directly from tariffs, market access, or foreign entry into household outcomes. They
first change the optimization problem faced by firms. Firms then choose wages, amenities, sourcing,
product assortments, prices, and markups. These choices determine what workers and consumers actually
experience. My papers show that to understand the incidence of trade shocks, one has to study the firms
that workers are attached to and the firms through which consumers access foreign goods.

In Multinationals, Monopsony, and Local Development (Econometrica, 2022), we study the incidence
of foreign direct investment when a multinational has labor-market power. The paper examines the
United Fruit Company, one of the largest multinational firms of the twentieth century, and its long-run
impact on Costa Rica. We use a geographic regression discontinuity design based on a redrawn concession
boundary to identify the effect of exposure to the firm. The central insight is that the local gains from
FDI depend on the outside options of workers. When a multinational monopsonist faces mobile labor,
it may invest in local amenities—schools, hospitals, roads, and infrastructure—as an efficient way to
attract and retain workers. These investments were profit-maximizing, but they generated persistent
gains in living standards that lasted for decades. The paper therefore identifies a firm-level mechanism
through which FDI affects local welfare: worker mobility and labor-market competition determine how
much of the surplus created by a multinational is shared locally. This mechanism also clarifies why our
findings differ from much of the historical literature on colonial and quasi-colonial firms. Those settings
often provide sharp institutional variation for identification, but they also feature labor coercion and
limited outside options, which are precisely the conditions under which firms can extract surplus.

In The Legacy of Banana Culture: How Multinational FExposure Reshapes Local Identity, we ask
whether corporate culture can become local culture and persist across generations. The project examines
a cultural legacy of exposure to foreign values via employment at a multinational: its potential to
shape the norms governing how later generations work, cooperate, and pursue economic opportunities.
We reconstruct a century of genealogy for the full Costa Rican population and develop a method to
infer who worked for the UFCo throughout its 1899-1984 tenure. We link these family histories to
the firm’s changing cultural messages, recorded in Unifruitco, its monthly magazine for “employees
in all branches of its service,” which historians describe as a principal instrument for spreading its
“banana culture.” Combining human assessment with LLM analysis of the digitized archive, we measure
how the firm’s emphasis on progress, loyalty, and workplace community varied over time. This allows
us to connect not simply whether an ancestor was exposed to UFCo, but which values the company
emphasized during that exposure, to the behavior of subsequent generations. We find that descendants’
employment choices, attachment to employers, and workplace social ties align with these historically
specific messages, and trace how those relationships evolve across generations. The project thus studies
the effect of multinationals, and firms more broadly, on development through the reshaping of local xx

The third paper studies employers and production networks as channels of exposure to trade policy. In



Voting on a Trade Agreement: Firm Networks and Attitudes Towards Openness (Review of Economic
Studies, lead article, 2025), we use Costa Rica’s 2007 referendum on a trade agreement (CAFTA) to
examine how exposure to openness maps into individual support for trade policy. The setting is useful
because voters made a direct choice over a trade agreement with clear economic consequences. The paper
links voting records to employer-employee data, customs data, household information, and firm-to-firm
transactions, allowing us to measure trade exposure not only at the sector level, but also through the firm
networks in which workers are embedded. The results show that economic fundamentals matter: workers
connected to firms that expected to gain from CAFTA were more likely to support the agreement, and
indirect exposure through input-output linkages also shaped votes. Moreover, consumers more expecting
to see larger changes in the price of their consumption baskets also became more likely to support free
trade. Nonetheless, the vote also reveals a limit of purely economic explanations, since political ideology
and non-economic factors explained a sizable share of the vote. The paper shows that the political
economy of trade depends not only on aggregate gains, but on whether those gains are transmitted
broadly through employers, firm networks, and consumer prices. This paper also connects trade to
democratic accountability: gains from trade may be realized on average, but support for openness must
reach a wide base to be politically sustained.

In How New Products Enter Markets: Social Networks, Consumer Imports, and Retailer Learning
(Quarterly Journal of Economics, accepted), we study how imported varieties diffuse into domestic
markets. The paper asks why some foreign products become available locally while others remain
accessible only through direct imports. We show that direct-to-consumer imports generate information
about local demand. Pioneer consumers discover foreign products, product information diffuses through
migrant and local social networks, and domestic retailers use these demand signals to adjust their
assortments. The paper identifies a firm-level mechanism behind the variety gains from trade. Imported
variety is not only a function of border costs or aggregate market size; it also depends on whether
retailers learn about local demand and choose to source foreign products. Direct imports therefore
generate a demand-discovery externality, and can expand access to global varieties by though retailers’
learning, thereby expanding access even for consumers who never import directly.

In When Tariffs Raise Markups: Import Competition and Local Market Power, we revisit the classic
question of whether foreign imports discipline domestic market power. Answering this question involves
at least three challenges: measuring markups, defining markets, and obtaining variation from competition
shocks. We leverage a setting which delivers all three. Namely, we study tariff incidence when consumers
can bypass domestic retailers by importing directly from abroad. Costa Rica’s elimination of its de
minimis exemption raised the cost of direct-to-consumer imports but did not directly raise domestic
retailers’ costs, allowing us to isolate the role of competition and strategic complementarities in pricing.
We find that retailers more exposed to direct-import competition raised prices after the reform, consistent
with a relaxation of competitive pressure from consumers’ foreign outside option. The paper identifies
a market-power channel of tariff incidence: trade policy affects consumer prices not only through
mechanical pass-through of border costs, but also by changing the residual demand faced by domestic
firms. This channel matters for redistribution because access to direct imports and exposure to local
retail market power vary across households and locations. A policy that appears progressive when judged
only by who imported before the reform can become regressive once one accounts for how domestic
retailers adjust prices differently given how market power varies across space.

Taken together, these papers define an agenda on the firm-level incidence of international trade.
Trade shocks are transmitted to households through endogenous firm margins. Multinationals decide
how much of the surplus from FDI is shared with local workers; employers and production networks
determine workers’ exposure to trade agreements; retailers decide which products become available on
local shelves and set local markups. This agenda shows that the gains from trade depend not only on
tariff changes, foreign entry, or access to imported goods, but also on firm-level pass-through, market
power, and product choices.



2. Macro-development: technology adoption and innovation in developing markets

My secondary agenda in macro-development studies the infrastructure that allows economies to adopt new
technologies. In Strategic Complementarities in a Dynamic Model of Technology Adoption (American
Economic Review, conditionally accepted), we develop a model of peer-to-peer payment adoption
and discipline it with transaction-level data from Costa Rica’s SINPE Movil. The paper highlights
how strategic complementarities can shape adoption dynamics while dealing with technical issues of
multiplicity and stability that have plagued the economic geography and trade literatures. We leverage
the problem’s monotonicity for an analysis of dynamic stability as a criterion to select an equilibrium,
and we develop the planning problem to study efficiency.

In Are Cryptocurrencies Currencies? (Science, research article, 2023), we use El Salvador’s adoption
of Bitcoin as legal tender and the launch of the government-sponsored Chivo Wallet to study why
cryptocurrencies may fail to become widely used means of payment. We identify the main barriers to
adoption and continued use, drawing broader lessons for the design of CBDCs. The results show that
neither legal-tender status nor generous subsidies are sufficient to generate widespread adoption when
trust is limited, privacy concerns are salient, and network complementarities are weak. Drivers of Digital
Payment Adoption (IMF Economic Review, accepted) compares Brazil, Costa Rica, and Mexico to
understand why some digital payment platforms are adopted quickly and reach low-income users, while
others remain concentrated among high-income adopters and are not adopted more widely.

Relatedly, Payment-Chain Crises studies the macroeconomic consequences of frictions in business-to-
business payments. We develop a theoretical model in which delayed payments propagate through firm
networks, generating payment chains that amplify liquidity shocks and lead to real output losses. We
then provide evidence of these chains in administrative data and show that their effects are particularly
relevant in developing economies, where payment delays are more common. On the Resilience of Payment
Methods studies a complementary form of fragility: how natural disasters and digital outages affect
expenditure and payment choices. The paper shows that cash remains a valuable fallback when electronic
payment systems fail, highlighting a tradeoff between the efficiency gains from digital adoption and
the resilience provided by redundant payment methods. Together, these projects show that payment
technologies are not only tools for adoption and inclusion; they are also networks whose fragility can
shape aggregate outcomes.

A related set of projects studies the infrastructure behind digital production and innovation. In
Personalized Recommendations and Product Innovation, we study a different form of digital infrastructure:
the information intermediaries that shape what consumers discover and what firms choose to produce.
We develop an equilibrium model in which consumers have heterogeneous tastes, producers choose
product characteristics, and a platform recommends products while learning from noisy signals. The key
mechanism is that personalization can narrow each consumer’s exposure while increasing market-wide
differentiation: because producers can reach more targeted audiences, they have stronger incentives to
create products that are distinct from the existing stock. We test these predictions in the music industry
using measures of similarity constructed from raw audio files. The results show that recommendation
algorithms can expand variety and foster innovation by changing producers’ incentives. This paper
connects to my broader macro-development agenda by studying how digital intermediaries affect not only
technology adoption, but also the direction of innovation. In Data Centers and Local Economies in the
Age of AI: A Shift-Share Approach, we study the physical infrastructure that supports digital services
and artificial intelligence. The paper asks whether the rapid expansion of data centers generates broad
local economic gains, or instead creates a narrower set of benefits while increasing pressure on housing
markets and electricity prices. This project extends the agenda from the adoption of digital technologies
to the local consequences of building the infrastructure that makes those technologies possible.

Together, these projects form a secondary agenda on the infrastructure of technology diffusion,



particularly in developing economies.! They use administrative and self-collected microdata with theory
to study technology adoption, network fragility, and digital production. The common theme is that
technology diffusion is not automatic: it depends on infrastructure, trust, network effects, and market
incentives. These forces determine whether new technologies generate broad-based gains or remain
concentrated among particular firms, consumers, and places.

n separate work, The International Consequences of Bretton Woods: Capital Controls and the Value of Geopolitical
Stability (International Economic Review, R&R) and The Dismantling of Capital Controls after Bretton Woods and
Latin American Productivity (AEA Papers and Proceedings, 2022), we study how international policy constraints
shaped capital allocation and productivity across countries.
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