

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
		

		
            

		
		
		
			
		
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Establishment Size Dynamics in the Aggregate Economy

	
    
        
            
            







    
    










    
    
    
    











			
        

    
	

	
	
		
		
			50 Pages
		
		

		Posted: 25 Jul 2008
		
			Last revised: 22 Apr 2009
		
		
	

	
		
			
			




	See all articles by Esteban Rossi-HansbergEsteban Rossi-Hansberg
University of Chicago - Department of Economics; National Bureau of Economic Research (NBER)
Mark L. J. Wright
Federal Reserve Banks - Federal Reserve Bank of Minneapolis


		

	
	
	
	
	



	
	
	
	
		
		
	
	
		
			Date Written: November 1, 2006

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		Why do growth and net exit rates of establishments decline with size? What determines the size distribution of establishments? This paper presents a theory of establishment dynamics that simultaneously rationalizes the basic facts on economy-wide establishment growth, net exit, and size distributions. The theory emphasizes the accumulation of industry-specific human capital in response to industry-specific productivity shocks. It predicts that establishment growth and net exit rates should decline faster with size and that the establishment size distribution should have thinner tails in sectors that use human capital less intensively or physical capital more intensively. In line with the theory, the data show substantial sectoral heterogeneity in U.S. establishment size dynamics and distributions, which is well explained by variation in physical capital intensity. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: Scale Effects, Establishment Dynamics, Size Distribution of Establishments, Zip's Law, Gibrat's Law

	
	

	
    

    
	

	
	
		JEL Classification: E0, D92, L16, L25

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Rossi-Hansberg,  Esteban A. and Wright,  Mark L.J., Establishment Size Dynamics in the Aggregate Economy (November 1, 2006).  Available at SSRN: https://ssrn.com/abstract=1172043 or http://dx.doi.org/10.2139/ssrn.1172043 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Esteban A. Rossi-Hansberg (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
					
				
					
					
					
				
			

			
				
				
				


				University of Chicago - Department of Economics 

			

			
			
				
				
				
					1126 East 59th Street
Chicago, IL  60637
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
					
				
					
					
					
				
			

			
				
				
				


				National Bureau of Economic Research (NBER) 

			

			
			
				
				
				
					1050 Massachusetts Avenue
Cambridge, MA  02138
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Mark L.J. Wright

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Federal Reserve Banks - Federal Reserve Bank of Minneapolis  ( email )

			

			
			
				
				
				
					90 Hennepin Avenue
Minneapolis, MN  55480
United States

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				       41

			

		
		
		
			Abstract Views

			      717

		

		
		
	


	
		
            
            	       51 Citations
		

	

	
		
			
				       41 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Macroeconomics: Aggregative Models eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Macroeconomics: Aggregative Models eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,454

                                    

                                    
                                        PAPERS

                                            6,404

                                    

                                

                                
                            

                        

                    

                


        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Multi-Product Firms and Product Switching

                        
                            By
                                
                                
                                    
                                    Andrew B. Bernard, 
                                    
                                
                                    
                                    Stephen J. Redding, ...
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Multi-Product Firms and Product Switching

                        
                            By
                                
                                
                                    
                                    Andrew B. Bernard, 
                                    
                                
                                    
                                    Stephen J. Redding, ...
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Multi-Product Firms and Product Switching

                        
                            By
                                
                                
                                    
                                    Stephen J. Redding, 
                                    
                                
                                    
                                    Andrew B. Bernard, ...
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Multi-Product Firms and Product Switching

                            
                                By
                                    
                                    
                                        
                                        Andrew B. Bernard, 
                                        
                                    
                                        
                                        Stephen J. Redding, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Multi-Product Firms and Trade Liberalization

                            
                                By
                                    
                                    
                                        
                                        Andrew B. Bernard, 
                                        
                                    
                                        
                                        Stephen J. Redding, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Multi-Product Firms and Trade Liberalization

                            
                                By
                                    
                                    
                                        
                                        Andrew B. Bernard, 
                                        
                                    
                                        
                                        Stephen J. Redding, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Multi-Product Firms and Trade Liberalization

                            
                                By
                                    
                                    
                                        
                                        Andrew B. Bernard, 
                                        
                                    
                                        
                                        Stephen J. Redding, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Comparative Advantage and Heterogeneous Firms

                            
                                By
                                    
                                    
                                        
                                        Andrew B. Bernard, 
                                        
                                    
                                        
                                        Stephen J. Redding, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Comparative Advantage and Heterogeneous Firms

                            
                                By
                                    
                                    
                                        
                                        Andrew B. Bernard, 
                                        
                                    
                                        
                                        Stephen J. Redding, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Comparative Advantage and Heterogenous Firms

                            
                                By
                                    
                                    
                                        
                                        Andrew B. Bernard, 
                                        
                                    
                                        
                                        Stephen J. Redding, ...
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
	
		
	
		
	
		
	
		
			
				
			
			
		
	
		
	
		
	
		
	
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l200 in   0.114 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
