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The Big Puzzles

® Productivity

- “Innovation” has never been so fast
- ... but actual US productivity growth has never been so slow

e Concentration

- Superstar interpretation: Good news. (Autor et al., 2017)
- Market power interpretation: Bad news. (Furman, 2015;
Grullon et al., 2019; Gutiérrez and Philippon, 2017)

e “Common wisdom”: stars of the new economy are pulling
away, driven by fast productivity growth

- Really?
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Defining the Stars

e Top 20 firms by market value in any given year (Top 20).

- Economy-wide stars (public firms only)
- GM, GE... IBM ... Microsoft & Walmart ... Google, Amazon
and Facebook

¢ Top 4 firms within each ~3-digit industry (Top 4*Ind).
- Industry composition by number of firms is constant
- By market value of equity (public firms only)
- By sales (including private firms after 1992)
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Different Benchmarks

Four Measures of Reallocation Among Top 4*Ind
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Reallocation, Forward vs. Backward-looking

¢ Perhaps the new firms contribute by becoming stars

faster?
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Three Facts

. The economic footprint of the stars has not increased.

. The Hulten contribution of the stars has dropped from
about 50 basis point per year to zero since 2000.

. The reallocation contribution of stars increased modestly
starting in the late 1990s.
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Aggregate Productivity

Contribution of Industry Stars vs. Aggregate Labor Productivity Growth
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Conclusion |

e Frontier firms != Superstar Firms

¢ What to make of rising concentration? Trade-offs:

- Productivity gains from reallocation ¥
- More innovation (Schumpeter Effect) X
- Market Power (higher profits, lower investment,...)?

e Pre vs. post-20007?
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Conclusion II: Concentration, TFP, Prices and Markups

Ag log(TFP) Aslog(P) Aslog(p)
() (2) 3) 4) (5) (6)
Pre-00  Post-00  Pre-00  Post-00  Pre-00  Post-00
Aslog(CR4M)  0.186*  -0.044 -0.093 0.077 -0.102%  0.116%
(0.070) (0.051) (0.069) (0.088) (0.047) (0.064)
Cons 0.016  0.025**  0.074** 0.097** 0.048**  0.045**
(0.013) (0.009) (0.013) (0.010) (0.012) (0.011)
Year FE Y Y Y Y Y Y
R? 12 .1 048 .07 041 .082
Observations 94 141 94 141 94 141

Source: Covarrubias et al. (2019), based on BLS multifactor tables and Compustat. 5Y non-overlapping changes up

to 1999 and from 2000 onwards. Similar results using census data and more granular industries.
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The End

Thank Youl!
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Profits of the Stars
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Impact of Oil Shocks

Effect of Oil on Reallocation, Top 4*Ind
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Outsourcing?

Foreign Affiliate Share of MNE Employment
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Compustat vs. Census: Reconciliation

Contribution of Stars to Labor Productivity Growth (Sales-Rank)
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EU and US are Different: Labor Shares

Labor Shares: US vs. Euro Area
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Source: EU KLEMS 2017. See also Gutiérrez and Piton (2019).
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EU and US are Different: Concentration

Mean CR8 (OECD 2019)
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EU and US are Different: Profit Rates
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Markup vs. Concentration: Time-Series
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US Prices are Higher: Broadband Internet

Rank Country Broadband Cost

37 South Korea $29.9
47 Germany $ 35.71
54 France $38.10

113 us $66.17
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The Entry of Free

Relative Price of Communication in France
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