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BV Economy and
PIECUCHVILY

INEH RYPE albout: role ofi new economy
I ECENt pProductivity statistics.

L _
Aggregaierdata beginning to show links

DEWWEER IIRand productivity --

aggregate’ - Selow paradox”
disappearing?

Micro data previde a much richer and
more complex picture of impact of

adoption of new technologies on
oroductivity.




Viicre Data

syvelddata (prmarily at Bureau
JSI DU SEME private sector
Niave hecome increasingly

One Dominant finding: Productivity
growih Is a noisy and complex process
with tremendeus heterogeneity across
businesses and learning and selection
effects very important.




gnly 80 percent of

preducHvIy growth accounted for by
lessi preductive exiting plants being
displaced by more productive entering
plants over a 10 year horizon.

In Retail Trade, 100 percent due to net
entry!




Eterogeneity

ferential Rates of Adoption of New
IEsi(lereadly defined). ..

ates, ofi Success of Adoption of

PAPEMOEEYAIST abolt connection between
computers; productivity and wages...focus Is
not on growth directly but
dispersion...anether important area for which
micro data on businesses are potentially
valuable...but also related to growth (e.g.,
differential adoption)
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it matter where VOUl WOrk?

?ee@studles SpHow tremendous

Ieteregeneity across businesses Iin
narrowly: defined industries

Interestingly, these between plant
differences quite important for rising
wage inequality



]

| E
("W
-

_Wag‘e' Dispersion

-

acturlng lIclEease In wage dispersion
allfeconomy (Std Dev of Log

Wagess ‘1 ases; hy 1.2 fram 1977-92)

Virtoallysallfeistne increase iniwage dispersion
IS due terietween plant effects within
narrewly’ defined industries.

What Is drving this increased dispersion
between plants?
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BRISING Between Plant
" DISPETSion

RSO BEtWEEnIplant productivity dispersion
SseNC0-d0raffierential for productivity
1992 15/0.16 and for wages Is

i)

fg]c S\WIthIrISIng productivity dispersion
nave rsiegwage: dispersion (correlation is
0.34)

Econometric decompositions show that a
large fraction of rising dispersion In both
wages and productivity can be accounted for
by Increasing dispersion in adoption of
advanced technology -- the investment in
computers and changing capital intensities.
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Fraction of Rising Wage Dispersion From
Differential Capital Intensities
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onsisentwithpifferential Technology
lenrandisSkilifBiased Technical Change

Jatiens? -~ within industry and
Uiters/capital intensity raise

Institutional explanations? --- rising wage and
productivity. dispersion and roele of
computers/capital intensity raise doubts....
But remember “unobservables™ are
Important...

Also, technology/trade/outsourcing may be
working together...




OIME pen‘guestlons

NmpEEeHeapialintensity on wages and

UVIEyAaITteY N terms of sign of effect —
RIgh cOMpPULEr Intensive businesses have high
Wages but lower productivity in 1977 — by
1992, wage' gap has grown larger and impact
of computers en productivity Is neutral...

Decompositions still find role for computers in
productivity due to large changes in
dispersion of computer intensities.
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BIGEemplications. ..

:

e micreNiterature emphasizes
ACIr@ss' PusIinesses In the

WeyAsiRdeIng| business. .
Emeraimeimicre literature emphasizes
diffierences In success rates of

Implementing new. technologies
(broadly defined)...

Emerging micro literature emphasizes
learning effects important...



IOV CHANGE IS Noisy and
~ 0 Complex...

fysandrthus, job/worker
reallocation impoertant part of the
Process...lalber market impact large!

With skill" biased changes, important
distributional consequences of
growth/change...




e Open Questlons
\/\/mrur are pproprlate

are seurces of inefficiencies (e.g.,
Imperect capital markets and small and
young| pusinesses)?

What Is doewnside of this reallocation
process? Displaced workers? Rising
Inequality?

U.S. vs. Rest of World?




