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� .FIG. 1. Capital growth rate GK distributions: Unweighted and weighted by investment.

is based on the entire manufacturing establishment population. The overall
message is relatively clear. A small number of plants account for a large
fraction of investment. In 1977 and 1987, 18.2 and 16.2% of total manufac-
turing investment was accounted for by the top 100 plants, respectively. In
contrast, the top 100 plants accounted for a substantially smaller fraction

� . � .of ouput 9.0% and employment 5.9% . Note that 100 plants make up
only 0.028% of the entire population. The bottom line is that in a cross
section a small number of investment ‘‘projects’’ account for a substantial
fraction of aggregate investment. While this cross-sectional result is sug-
gestive of ‘‘lumpy’’ investment, it does not provide any information on the
within-plant investment patterns over time. It is a description of these
within-plant patterns of investment and capital adjustment that we turn to
next.
To examine the within-plant capital accumulation patterns, we construct

two sets of ranks to describe the distributions of capital growth and
investment at the plant level. The first measure constructs a ranked
distribution of capital growth rates for a plant. For each plant in the
balanced panel, we rank their capital growth rates from highest to lowest,
so that their maximum growth rate is rank 1 and their lowest growth rate is
rank 16. Throughout this paper, the rank 1 growth rate is denoted by
MAXGK. Figure 2a presents the means and medians of these ranked
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� . � .FIG. 2. Capital growth rates GK by rank, means, and medians. b Mean investment
shares by capital growth rate rank.

What does Fig. 2a and b say about whether investment is ‘‘lumpy’’ or
not? By construction, these figures slope down, and it is difficult to tell if,
for instance, the data generating the figures come from something as
simple as a Gaussian white noise process or whether the data are truly
representative of a ‘‘lumpy’’ process. To benchmark our results, we com-
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Figure 4: Country-level Static misallocation and TFPR volatility

(a) Tier 1 Data

(b) Tier 2 Data (WBES)
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Note: Circles indicate countries, where circle size for Tier 2 data (Panel (b) is increasing in the number of
firms per country. The bold straight line is the line–of–best–fit (computed using OLS with a constant term).
The horizontal axis indicates the value of the standard deviation of [!it � !it�1]. The vertical axis indicates
the standard deviation in MRPK). The regression line for Panel (a) is given by: 1.01 (0.23)+1.02(0.66)*vol
with a R

2 of 0.28. The regression line for Panel (b) is given by: 0.78 (0.10)+0.67 (0.21)*vol with R

2 of 0.31,
where standard errors are given in parentheses, and ‘’vol” denotes our measure of volatility.
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