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1 Content of the course

This (short) course deals with the analysis of the dynamics of firms and industries and the
forces that shape them. Given the richness and variety of literature on Industrial Dynamics and
the length of this module (18 hours), the lectures will be centered around selected topics. We
will focus, in particular, on

A. Firm productivity and its relevance for aggregate outcome (Chiara Tomasi - 2 lectures-
4h)

B. Firm growth and its determinants. (Fabio Pieri - 4 lectures - 11h)

This course has an applied orientation: the introduction and discussion of the available
empirical evidence on each issue will be central and only few fundamental models will be
presented as the theoretical backbone for the analysis.

2 Objectives

Upon successful completion of this course, students: (i) will know the role of market structure
for competition and the dynamics through which firms enter and exit the market; (ii) will
know the main theories on firm growth and its determinants and will be able to calculate and
discuss firm growth through the analysis of balance sheet data; (iii) will put firm dynamics and
firm productivity into a micro-macro perspective. Students will acquire empirical competences
knowing how to interpret the results of the relevant empirical studies. Finally, they will be able
to reconcile the empirical evidence with the theoretical models.

3 Teaching methods

Lectures are of two types:

1 Six traditional lectures where the lecturer presents a Topic in its main theoretical and
empirical features;

2 A final lecture (scheduled for the 22nd of January 2020) in which each student will have to
prepare a presentation, discussed in class, in which she/he discusses a paper that links
one or more of the topics introduced by the lecturers to her/his main research interests in
the field of Sustainability.

Due to the current pandemic (COVID-19) restrictions, all lectures will be given via the
ZOOM platform.
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3.1 Zoom ID

� Chiara Tomasi: https://unitn.zoom.us/j/83798434741 (Passcode: 703092)

� Fabio Pieri: https://unitn.zoom.us/j/3544187627 (Passcode: 123456)

4 Evaluation methods

The final mark for this course will be assigned on the base of an individual presentation in
which each student has the possibility to deepen the analysis of a specific topic through the
presentation of a published scientific paper.

The topic has to be related to the contents of this course and will be chosen by the student,
based on her/his own research interests in the field of Sustainability.

Students are warmly invited to talk the topic over and in advance with the lecturer, before
embarking on the preparation of the presentation. This will allow them to “maximize the
returns” from this task in terms of both knowledge and usefulness for their PhD course of
study. Exemplifications (but not exhaustive list!) of possible topics: “green” innovation and
firm dynamics; environmental regulation and productivity; energy, economic and productivity
growth; sustainability and trade policies.

The output of this work has to be a presentation of about 20 slides (no less than 15, no
more than 25) to be delivered (via e-mail) to the lecturer by 18th (Monday) of January 2021.
The following items have to be included in the presentation:

� the research question(s) the paper deals with;

� the theoretical framework(s) the paper refers to;

� a short description of the data and empirical methods used in the paper to answer to the
research question;

� a summary of the results found in the paper;

� a discussion on the limitations and steps for further research.

Students’ individual presentations should last 20-25 minutes to leave 10-15 minutes available
for questions by the lecturers and discussion from the floor.

Students’ evaluation will be based on their effective understanding of the frameworks,
methods and results of the paper, the clarity in the explanation of the main results and the
development of ideas for future research.
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5 PART A. Productivity - Chiara Tomasi

5.1 Part I: Productivity: from macro to micro

- Economic growth and productivity: some trends.

- The productivity debate and the structural dimensions to the productivity slowdown

- How to measure firms’ productivity

- Some stylized facts on firms’ productivity

- A decomposition of aggregate productivity

5.2 Part II: Productivity: the internal and external determinants

- Internal determinants: innovation and technology, managerial practices and human capital

- External determinants: product, labour and financial market regulations, business envi-
ronment

- The role of trade

6 PART B. Firm growth, entry and exit - Fabio Pieri

6.1 Part I.Firm growth and its determinants

- Firm growth: Typologies, measurement and (most) relevant theories.

- “Gibrat’s Law”: The Law and some empirical evidence. Is firm growth “random”?

- Age and productivity as determinants of firm growth.

– Theory: between the “learning” models and the evolutionary principle of “growth of
the fitter”

– Empirics: Young versus small firms in the creation of new jobs: Some empirical
evidence.

- Firm growth as a random walk: The role of innovation in the view of Paul Geroski (1999).

- Entrepreneurial/managerial attitude toward growth.

6.2 Part II.The dynamics of an industry’s structure in terms firm
entry and exit, size and innovation

- Taking multiple dimensions of an industry into account: Structural dynamics and structural
evolution

- The Industry Life Cycle (ILC) framework: The evolution of industries from birth through
maturity.

– The idea of Utterback and Abernathy (1975) and the formal model proposed by
Steven Klepper (1996)

– Some empirical evidence on ILCs
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7 Readings

7.1 Productivity

Compulsory readings

� The slowdown in euro area productivity in a global context, ECB Economic Bulletin, Issue
3

� Marc J. Melitz, Saso Polanec (2015). “Dynamic Olley-Pakes productivity decomposition
with entry and exit,” RAND Journal of Economics, RAND Corporation, vol. 46(2), pages
362-375, June

� Chad Syverson (2011) “What Determines Productivity?” Journal of Economic Literature,
vol. 49(2), pp 326-365.

� Andrews, D. and F. Cingano (2014), “Public Policy and Resource Allocation: Evidence
from Firms in OECD Countries”, Economic Policy, No. 29(78), pp. 253-296.

Additional readings

� Eric Bartelsman, John Haltiwanger, Stefano Scarpetta, (2009). “Measuring and Analyzing
Cross-country Differences in Firm Dynamics,” NBER Chapters, in: Producer Dynamics:
New Evidence from Micro Data, pages 15-76, National Bureau of Economic Research, Inc.

� Dosi, G., Grazzi, M., Tomasi, C. (2012) “Turbulence underneath the big calm? The
micro-evidence behind Italian productivity dynamics” Small Bus Econ 39,, pp 10431067.

� Foster, Lucia, John Haltiwanger, and Chad Syverson. 2008. ”Reallocation, Firm Turnover,
and Efficiency: Selection on Productivity or Profitability?” American Economic Review,
98 (1): 394-425.

� Andrea Linarello, Andrea Petrella, 2017. ”Productivity and Reallocation: Evidence from
the Universe of Italian Firms,” International Productivity Monitor, Centre for the Study
of Living Standards, vol. 32, pages 116-136, Spring.

� Dan Andrews, Chiara Criscuolo and Peter N. Gal (2019) “The Best versus the Rest:
Divergence across Firms During the Global Productivity Slowdown,” CEP Discussion
Paper, dp1645, Centre for Economic Performance, LSE.

� Eric J. Bartelsman and Mark Doms (2000) “Understanding Productivity: Lessons from
Longitudinal Microdata,” Journal of Economic Literature, vol. 38(3), pp 569-594.

� Bloom, Nicholas, Erik Brynjolfsson, Lucia Foster, Ron Jarmin, Megha Patnaik, Itay
Saporta-Eksten, and John Van Reenen. 2019. ”What Drives Differences in Management
Practices?” American Economic Review, 109 (5): 1648-83.

� Jozef Konings , Stijn Vanormelingen, 2015. ”The Impact of Training on Productivity and
Wages: Firm-Level Evidence,” The Review of Economics and Statistics, MIT Press, vol.
97(2), pages 485-497, May.

� Bin, Peng, Chen, Xiaolan, Fracasso, Andrea, Tomasi, Chiara, 2018. ”Resource allocation
and productivity across provinces in China,” International Review of Economics
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7.2 Firm growth and its determinants

Compulsory readings

� Klepper, S. (1997), “Industry Life Cycles”, Industrial and Corporate Change, 6, pp.
145-181.

� Geroski, P. (1999), “The growth of firms in theory and practice”, CEPR Discussion Paper
n. 2092.

� Coad, A. (2007), “Firm Growth: A survey”, Papers on Economics and Evolution, 0703,
Max Planck Institute of Economics, Jena.

� Haltiwanger, J., R. Jarmin and J. Miranda (2013), “Who Creates Jobs? Small Versus
Large Versus Young,” The Review of Economics and Statistics, 95 (2), 347-361.

Additional readings

� Utterback J. M. and Abernathy W. J. (1975), “A Dynamic Model of Process and Product
Innovation”, OMEGA, 3 (6), 639-656.

� Klepper, S. (1996), “Entry, exit, growth and innovation over the product life cycle”,
American Economic Review, 86, pp. 562-583.

� Sutton, J. (1997), “Gibrat’s Legacy”, Journal of Economic Literature, 1997, 35 (1), 40-59.

� Barba Navaretti, G., Castellani, D. and F. Pieri (2014), “Age and firm growth: evidence
from three European countries”, Small Business Economics, 43(4), 823-837.

� Moreno, F., Coad A. (2015), “High-Growth Firms: Stylized Facts and Conflicting Results”,
SPRU Working Paper Series, 2015-05

� Estéve-Perez, S., F. Pieri, D. Rodriguez Rodriguez (2018), “Age and productivity as
determinants of firm survival over the industry life cycle”, Industry and Innovation, 25
(2), 167-198

� World Bank. (2019), High-Growth Firms: Facts, Fiction, and Policy Options for Emerging
Economies. Washington, DC: World Bank.
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8 Schedule

Table 8.1: Schedule

Date Title

1st December Productivity: why is relevant 2-4 p.m

3st December Productivity: internal and external factors 8.45-10.30 a.m

11st December Firm growth: entry and exit 9.30-12.30 a.m

15st December Firm growth: entry and exit 9.30-12.30 a.m

18st December Firm growth: entry and exit 9.30-12.30 a.m

22st December Firm growth: entry and exit 9.30-11.30 a.m

22st January Students’ in class presentations 9.30-12.30 a.m

6


