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Schumpeterian growth theory 

• Long-run growth driven by innovations

• Innovations result from entrepreneurial 
activities motivated by prospect of innovation 
rents

• Creative destruction: new innovations displace 
old technologies







Candidate explanations

• Ideas harder to find

• Measurement

• Reallocation

• Super-star firms
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Our story

• IT revolution induces a downward shift in the 
convex overhead cost of running n lines

• Super-star firms will expand at the expense of 
non-super star firms

• R&D investment and entry by non-super-star 
firms will be partly discouraged



Conclusion 

• Super-star story appears to best fit the 
evidence

• More optimistic story as it suggests a role for 
policy in stopping the growth decline

– Rethink M&A policy (Gilbert)

– Ease data access

– Break up policy?



Conclusion

• Need to adapt institutions to technological 
revolutions!


